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Abstract

Developing larger and more competitive Chinese CPA firms is the objective of Chinese
government. The Chinese government supports CPA firms to achieve scale growth through
merger. This study examines the relationship between operational efficiency and the merging
of CPA firms. We measure operating efficiency by applying Data Envelopment Analysis
(DEA). Using revenue and human resource data in China for the 2004-2009 period, we find
firms that are involved in mergers have significantly higher productivity growth than their
peers. However, not all mergers have positive effects. Mergers occur between two (or more)
CPA firms that are licensed to audit listed companies and mergers occur between two (or
more) CPA firms that headquarter are in different provinces have significantly higher
productivity growth. The findings of this study have policy implications for regulators in
China and the Chinese CPA firms.
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AR FHE RS 53811 (Data Envelopment Analysis; DEA) 53 HT & 51 Al S 1% AT~
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b E A P SRS 5 DF 2 5 T DU A B AR T - RS SBUT + 7 2005 4F 5]
2009 FRIG T EPFRIEG AT - MR AR G W R EFFZEHT - RKEBERAEER
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TEHERTER—E O I &S - BEMARER - &S ORISR IR A F &6
BT O TES - BB TR ERCERAVIRTT R B BRI 2

AICZBERANT - B BRMERNE 3 2 SURERET Bl & 5 TRl S 55 AT Z A R
(BIA0 : BFER ~ G RETES S - 2008) - (B R &1 ¥ B — 4 Bl D BB S F T 40 A
A B5 3 BT 255 P R 2 i 58 » HER - ARl B 15 P & OF B s
TR FBIEFTE ZE & fF 2 sl n] DI SR T HARS & R » A0l
FREER T HORMEGR  BOR - EHAEFEET AT LEAHIE - EREESEEMASER
—ERIER - BIAAEB R DL E B RS E T Rl BT s a it
DURC¥E K & OF < s LS s @IS B AR - BT &0 RERR AR - JREIA
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AJRE ) REFRAE T ARG EHEIE ST o R KRBT - 2000 F-H BIHAECED
HEBZERS T & 0 o #888 Chen and Wu (2011) Z#tEt » 2000 4Ef5 B & S Bl S 75 Frsd st
F 45 E0rE - HEA 103 ZEMESFEN ZEBN - &0t 78 22 - FEIBUN IR
HI BT &L T - B 2000 4 3 HAMM T a5 AT FrE s B8 17k
200y EESulha (il B BSEEiEE 11X & 5 1Al 755 FTiEs A 8% 177 e Rl E e 2 S5 T
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Frin LT & 0F - BIA0 © 2006 59 H - #EE ~ FFTREEE R DI TR
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BERCEE - RMUUASEL TS - — K HARERTan—(ERE - fEsei 2R ERAT
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FETAIEEI e A B LR - Bl B TS E - KB WER®RE - (HEET
Il 28745 it 43 P 00 RIS RS SR B A Al 2 © Chang, Chen, and Yang (2009) A
1993 FE 2002 FfH - 52 ZEFHRTSEH AT RIFTTE S - BE S E G IR BT &I
fi7 (Information Technology; IT) &% & M B B 55 T L E R i 2R % -
Chang, Chen, Duh, and Li (2011) DA 1993 4F£] 2003 [ » 518 51 g Al 5% R it
FeH G TR G ST P AR VBN RI R o MR R B AR A TR B R AR
& RRCRIE ~ BT - 1T EAREE AN JERZEEF IR R - MFrHE S
R B EE TR AT A E TR R BN 1T EARE N JJE AR EE - IR 5t

Al SR 5 T (AR AN TR A EE T RO T TS R L IR YR R R SRS P > £ SRR IR E S
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HALG RIS AT -

DA o 7 Bl 25 755 P g SR T it i ERE RO SRR - B FF A S (2008) ~ Bk #k
(2009) ~ BREEL ~ I3~ REGEZMA (2010) 55 © FFHEKE (2008) IERHEAE FHTIE -
I HEE TR AT A M 2005 SEE NG ETRIEH AT 0 AT 20 ZLRBL BB AT ACE R - il
IR FERE R BT - Bigd R - H M H B Ay 58 B A& 50K - R LATRE] 2005
FEHRGETRTEBATT > BT 20 XA ETHATE B AT Rt 8 - 57k 4% (2009) 587
RSB FTRCR R - HRCRERA > (REHEDHYZER] - HEEF (2010) R AT E
2008 ARG RTETEB AT A8 8RR - ML g EH AT A B~ A FETETFTE
TS F I B FH A E A e BRI R ATRER - DRI A B TR EE 746 7
B RV Ry B RGBT 04T © - AL FEER ST AE I ELL B EE s
ERCRBAE - SRR ST AT B L ERE 40 5% DA _E S EF AT A BUGHE g E AT A B
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A B 365 o B ST Al AT AU S R BRI (8 1) 4 R85 AT 2 A8 RS T /Y
A R Z AN [FI R SR P RS SR B (LY 70T - Banker, Chang, and Kao (2002) 734/t
FBIHE K BB & 3T AT S5 AT A4 53 FTAE 1997 51 1999 .2 R R 81t » Mkam DGE
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TR R E BRI T+ (BB A 7 4R BE 53 Ry B fil 28 B B A S R s iy v m ]
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GRAGSHNEBIT & 0t 258 - @A SO EE RN E GG R s
R > DL TS AT E N (Anti-competition) #Y[& 2 (Minyard and Tabor,
1991; Wootton, Tonge, and Wolk, 1994; Thavapalan, Moroney, and Simnett, 2002; Beattie,
Goodacre, and Fearnley, 2003; General Accounting Office, 2003) ° #5353 kG G H 5T &
PRI BRI E - Iyer and Lyer (1996) 35/ UNEEHATSF BT - 2EGHEIRZ
B (EIYEE ST A BRI ARG RS 22 52 © Firth and Lau (2004) Y EREIGREUR - HEEAR
RIS R TR S5 AT | BT & =T EEE 5T 5 (£ Deloitte Touche & » #at /A
HEEZE LFt » 1H Price Waterhouse and Coopers and Lybrand &6 @ HIRFF R E =1
Ft/A%E - McMeeking (2007) 53 HT9EE] 1985 FE] 2002 FfEFH B2 &0F - BHF FE
HHEE B R N EH B BE - HANHBITFEF - Healy and Lys (1986) HIIRHY - fi/ N
IRRMEBIRAE S - RS G T CRE AT & 0H R - R R SRR B R
E 85 o Sullivan (2002) 28 3R RS F5 Al & BF 12 - MR BRIV 2 = BB E 10 -
Lawrence and Glover (1998) 737575 & OF H IR SRR RIRY2 2 7 - (1583 1986 4
£ 1991 1 - 2HlG FRYRBI G SHRTSF BT - BRI R A B g T - (R R
HFE AT L B RN B E R -

WEA R G GRS B B RS+ 2 B — ik 7 S e Rl AR 5 3 Ry bt FE
% BASTEREB T & OSBRI 8 - LI SR S OF r] DR TS R
(Amel, Barnes, Panetta, and Salleo, 2004; Cummins and Xie, 2008) ° &5 53018 51 Bl 275
T OF T FR RS SRS B SO A LTS B2 55 (2001) B Tsai and Yang (2008) 55 5154
B (2001) A 1989 FF21 1998 £EfH - Hrh \HFEHER * - oI EHMEiFES
BRI H B RER - AR FEEER - & OF S & B Al SR P B il =R 2
BERNEHES - GOFRTEREENE NBEEREE R - BB B8R &
EEEARIRIREE - ILAh » S OFREVBEIN ATES SR B LU E MBI L

7 BZSCFRIERIERZIRF R (Audit Delay) SEFR ARSI H B AL &5 H AR -
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Tsai and Yang (2008) LA 1997 % 2001 fFf&E 2 Gt Al E BT ERA - HEEE R
R EEEETAIER RS RRERE A ERRE  BlE SRR E -« A
VB R G OF B AT T E R 2 HR A B R W R & DF RIS ey o A BRIt eI A
BER N FISORR BT & 5T AT BB AT & O 2 75 0] DU AR R R T+ 4 R — B0 am
{HIE 2 & OHERIT 722k HeGm » BERR T S FatAI BB ATEE v DUZE AR - 125
WERAIRER » BASHRHER T

H1: YRS EFPAHA RS BEHZFHT  BHMEEREHER

¥z Rt

B SURRET F s B A IR RE B RIZR » Hrp & 0 7 A B
iR —{ B AR A 3 - Kitching (1967) WFZREET » & B TR B55T - &
PR A BN E 7 =R G ZEE R - Chen and Wu (2011) BAHTE 1999 F] 2006 £
[ > 59 EFEAIEBE0E - oI AREAENE0 AR 25 EHRE0HRET
B AN ERE - T EERE &S R EEEESERZEHMME0 » 5
EH R BB FEZEHE 0 M SR BT - WO S iFE FE
GatAE AT BIF MR E T B R 2 RIERFE BB B - B RE
= MR EEAESERESGERTSE B - RS T FEHAIE BT EES
FAEMREGERME B, - PEIE I E R ZlUS S 5557 e 2 R H
EOAARRAT =AEDL o B S R B N S A R A AT AT A BN SRR 80
N HEENMFER 500 & @ gi—FERANEDHR 1600 BT » HASEEEAGER
TB5 - LA IR T FEtATEET e E BN ESIE ) 2HE - BEESEE R
BB FESE BT AR EEERE  HMEBRAgAFEEDBEZ—X
BEWE - f7 EATlel %l - BB SFEGF S B H R EEsiREE =
EHl D BN B R A C BT B AR - [ AR R L FEAESIHE
waaa A BB Ett - ERETERIEIHHENE—REFEFIHESESHT T2 H
W& ek & 0t 2 FH T R - AR 20T ¢
H2: £ H R AHAEHAF > MRALAREBARAEHFTEZIETHREITEN - L4

MEBERRORHABRAFREGFZEF L L8E -

FHATR RS BOR P EE SR BT ECE R T BEAL S T A THTE
FTEdEL AT i BRI B EEANE ~ I BB S - E T AR A Z B BUF R AR
5% (DeFond, Wong, and Li, 2000) ° s8E & FAETE 1998 FF-HEfT [ Badekhl , TF - 2
SR EEh S B B i R4 T ~ A VS E 5B - SRT RN BEAE R S D B B
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ﬁ?ﬁmWEKthmMMMom%)ﬁ J7E - AR R AT AT S A I A
BEOLSTFT - EHREEAIIRS] - SR BIE > ST S A (R amAy g 4 - 352555
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FE DRI EBEATHET S 0F » WTREEER LEAW KW ERER - R ASHRH R =
(I
H3: &% R &R EHAT T > S aTIER FHPTAPTPTERE TR ENE » AAHITHE
BEHRBHRIFBRAFREGFZIEHTE LH8BFE -

2« BRRRENFT LA

— ~ BRI

HREERE 2003 FRE - EEAEMETL B RS AT S AT R AR AR B R - 2003
FEF] 2005 T ARAIHER - REART—FE RS WS EIE RIS - TEER1E 2006
O TGRS AR G RHEINEST AT - WRESERE E ARG RSB ARk
Fe o Br T EEHRTE B ATRT—F 2B WS - SGA S GRS - FB AT at Al
SERRER ~ FESFT N AT AT B R SHE A B AR BB TR =2 FRE -
BEITEUE 7 HIEIE I PARAAS M E R G 2T RIS 55 T B RHHT Z K8 - TPk
AT i & R BB AR TRUE RN FAAE] - DL 2005 5 5 K& &S 55 A a7 Rl -
Br T HERZh - fEEE TR ETIOA ~ HAHOA ~ 2 FTE - SEESATHRATATAERE - EETRTA
B~ FETAT B S S B B2 RS I L IH RN - 2006 fEFT A2 & F AT S5 PR H 2 HE
oh o AEREEROA ~ SETET AR FHATEEFISERR « HE AL SE B S
BAEEN - HRNERAIRRE] » ASHER EERT A 0 RSB B ATERNT - ERER
Ry Ty Bl —EHY 2005 FEE 2010 £ ARG EFAIEA AP T R/RE - MWLAIHSF.Z 2004
FFE 2009 FERAGET AT o

ALY 2005 FEE] 2009 FFfE] - W R A FRELR Y K& OF & ST S B TS 2R
FE RSB RTRE © Bt 18 2005 B E KRG EHAIEBATT > A 10 ZERTIA
2010 FEHAHFT - INERZ A EE R PERR IR A ZAh o HR > dhaE & et BB AT

9  FFEAIR LIERYSE AT AT S B ATE S DL s O B ARy - BIa0 - g L e Etan S S e - £
WILERILE T ATFE AT - LI REEEIRE A B AT - R - SEATTESEYIRySEHRT - SRt
R YR A S BT R  fIAn - SEYIREE R SRS B A ~ SEYIMRHE SRR ~ 28l
R RAE SRS S AT - REIASRAE 2006 SF & OF Rt A BB -

10 58 10 ZEEHATSEB AT 0 « g tAissaT - LigREE SHEmEB AT - LigE & atam
SR S YSRGS SRS Y _Lyg SRS ST AT SRS A (LR IEVRAE S TN AT - e
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B K& AT RSB ATl 0 & GRS 0 0 L R A EE B AT 1 - R IERTIR AR SRR U £
P E 2GRS AT - I PERRERRASZ SN - RS A A B A SR A
IS I A FRE SR 7 A ST RSB P - ek 86 & aTHIEHATAE 2005 F-5
2009 S GFER 59 ZEETRTEFSFT - BHATE G W K& OFZ & IE LS -
WA it e e e e o AT B ) SR G P S A

s WS

AR ERMLAG 1T (DEA) » i & 31 Al S5 i & e ny (b - SIER A
Banker, Charnes, and Cooper (1984) f£H!:Z BCC fEAELT /M7 - £ BCC AN - ik
B WY M S R AT RE AR E A I [A] R R i B Y R AR - A I Bl 3R (Technical
Efficiency) AJLAE 53Ry T FERRFL AT | (Pure Technical Efficiency) PAK " HIBERGE |
(Scale Efficiency) © fMEMTRERIRIN B ERIRAIZ ZRHE T » S RKEA RS
B EANER  BEREFR 1 AR REMEARER o« MBARSERE R 1 AFRR
TR NER A E F R ¢ AR/ NG 1 RIRITRELIR SR B AR R - AT
AR A ZE R » R R SR BT W 7 R MR S R 5 B AR S R ek » PR & 2R =R
55 At 4% A BELZE TG AN — 78 M [ 8 BB - SO SO BCC 2 A - SR g
STEMEES AT L R R -

BCC AU I gEEHE B P SR BT B T - Ry IR SR BE (A R R Hl, R 8
ASCLAZE AR B TR EGETT /i - 2R IR & FE 80N 50 Malmquist (1953) $2H1 +
Kt ] REEE G HYE SR BN ELR < 3542 FE J1FE 8L (Malmquist Productivity Index) KA 1
RFRRENAILEE « WA E DERTES o HIAEE T - RZHIFRRREKEN L EE T
FRAR - A2 SR B m] BE 2K H IA Bl &) (Technical Change) SLFH ¥ ZR % Hfj (Relative
Efficiency Change) ° £l B Bi{E/ L 1 - (ORAEEF A R E) - FlE2P o fH¥E
BRSBTS EROKYETS » RN RIS BERUR - S AHE SR
Bh(E Ry 1 - AARIRRE LRSS 0 BABUSCRATHRAVEESE - BRAEES ¢ WIS RCR A5 PR #E
FE - A TR B 2K B EE SRS R PR - [T R R SR B Bl A el -
TR ENE AR 1 > AVAERAESS ¢ BHELRCR AT A EEREAH AT AR 58 0 B SE R Bt
FORR RN RRENGE R F A E R E « SHAYIEIA Fi -

ARSCLAHREERA AT A - 2005 F-Ed 2010 - H R EHETS B A PE T » {5 =% AT

EeHETEB T ~ AL B E E e AT BT ~ B R ORI B S S AN BT~ EE R R (S & S HRn =R AT -

11 RPBEFEREEEHEEZEE Y " GeraiEmi R EE TSR E R 0 N (W& TaISEH
SOZ B e vhoE BB | B AT S RS BT 2 i /v 5 - http://assdata.csrc.gov.cn/Show_Jginfo.
aspx?1d=<6::9565 - HFFE L N AT AT Z @Al & © http://assdata.csrc.gov.cn/Show_Jginfo.
aspx?id=<6959565
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(2000) ~ Banker et al. (2005) PAEEFEIEHATEEE IO ~ s WA B/ B A ] SO A A e
B FTEE HEE  HRH R  E  ES P ARANE  Re A T A B AR A R RE - A
A 2 E @ E SR G DI 2 5T A B A A RS - (E R R 155
FirZE s - #EDMSET SRS 2 £ ERCE -

ASCE Sefh EHE B BB FTE AR FEE RS TR - B AN FEEERRERTE L
RAETIEE - =B EHATEB AR AN 2 48 S8 8 Rl dh g AE S ok o 8
B o xR 0 ASCDMbEETHZ 2R IRAE EE TR E R s B - SETTSEER T o AR —
BT eI E B AT & R T IR EEITRECRE ER 2 » AT (MERGE)
B DIERAIAME Y RGBT 1 HEjR 0 - AR ZHmmBiREs
AT AR S BT B PR R R R g RS R - fERUEEEE S R T R
H=EBE MR E - MR EEAESFER BB TEST Tmmatt, K
RSB ATRE SR A IEME ) - K572 Chen and Wu (2011) 5 FAT.2 & HF &
SRMFE FEEEHRET T B I EHE 0 (M_L12) BLEMER 2 & 0F (M_
NLI2) F¥E o A0 = e s ST T E N E R — & 2 B ALET &0 SEBHER
ST AR N B AT RE SRR A BRI AU R E U2 EH a0 RTHE
FAERl— 1T &I - M_SACITY B8Ry 1 - Hirky 0 - 55— 5l - A2 &
PEZEHAT - S OFRTHE BB PR A AE N EI & & » M_NSACITY #8E2 Ry 1+ H
BRE O o

R T VR B AT R R B A RS BRI 2 A SRR E TR S H A S5
HEFAIEE (LICANCE) ~ £ S RVY KRG EHEIE BT (BIG4) ~ S5l REz
& B, (PARTNER) DL R SET5FTE 2004 /2 75 R RIS BRI IR EE (IRS) -
ASCERAH - REEGFTETSEEATEARRFEERE TS0 ARG T RETR R
i RF R A REZ W B - Ry T EHIRE TR - A SCUAE S iR R — AT & OR A B
2010 FAHZAERIFE - (ERFH a0 (M_TIME) & #4188 - BN S - 5555
FITE 2009 & 0F » Bl M_TIME 5 1 (2010 iR 2009) » 5 BHFTTE 2008 FHE7T & 0F -
HI M_TIME 75 2 (2010 J&FR 2008) » BRICEEHE o ASCEGER —F] ZEEFEAL0T -

CEF, = B, + BMERGE, + B,LICANCE + 3,BIG4+ B,IRS + f;M _TIME + ¢ (1)

M
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EXEIERE F24 £5S1H

CEF =, +BM LI2,+B,M NLI2+ B,LICANCE + B,BIG4+ B,IRS + BM TIME +& (2)

CEF, = B, + M _SACITY, + f,M NSACITY + B,LICANCE + 8,BIG4+ B,IRS + .M _TIME +¢ (3)

AN - B TR R DL BRI E S I 2 EHA a0t » LRG0 EHAT
I A R TR R B A RCR AL e 8 - ASCHE— W B S PR F AT & 57
By MLI2 SAC > MLI2 NSAC ~ MNLI2 SAC ¥ MNLI2 NSAC V9fEERETT AT
MLI2_SAC B 1 REME DL EEGREZFZ5FF n a8 B a0t iE B S5 A iR —%&
rz &t o HRX » MLI2_NSAC By | (RERMR DL EEGE77 2 155 0] 58 Z BB 1T
G OHEE FRHE R BB AT RTE R FE & Z & 0F « B4 » MNLI2_SAC B 1 (RFE—F
BRGS0 38 2 B AT ET A O B a0 el =B T ER — &0 & - &
& » MNLI2_NSAC (RFE—FECRE FEIFRER T 8 2 B 5 AT ET & 0F B & 0F B E B
EFTRERTERR A E o HARTER BB EREEF AL (1) - ASCTHEI MLI2_NSAC 2
REURFEEE R 1 (REME DL EE A BB A8 2 B0 (T & 0F B & OFRiE B
EHATHEFTATE N E R — & 2 & 0F - HRERERNYESFEE SRR R G2
AT -

B2~ EEiER
— ~ BEAE I 2 RO TR AT
1 RyHREER A 2005 B 2010 R E EHRIE ST HE T - Frie BE B AT
2004 -5 2009 3 G EL MM LR & BRI A BLZAfET - ASCEZHAES TS K
BB AT AR - 1E 2004 2] 2009 IR S HEA R 2B E G B AT Ry
PRUEAE (G R T B TS WCR AU - AT 2% Banker et al. (2005) BT > 5 &
GOFZEFRT > H 2004 S A E HBEUINMER - DL 59 SRR EHET AT -

xR 1 HAEDZRR MRS
Panel A : 2004 fFEd 2009 5% A B H 82 ELEE (N=59)

2004 &F 2009 £
Ti9E B THE Rl et zlest
AFee 9,239 3,518 22,669 7,528 2.28** 4 .55%**
OFee 1,908 699 4,802 1,274 1.82* 2.10**
Auditor1 162.9 124.0 281.0 176.0 3.77*** 3.39***
Auditor2 8.7 4.0 39.7 16.0 3.45*** 5.57***
Branch 4.6 3.0 8.0 6.0 3.94*** 4.18***
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b AR R T S

Panel B : Big4 E2 Non-Big4 bR

Non-Big4 (N = 55) Bigd (N = 4)
TigE B FiE P test ztest
2004 4,788 3,255 70,448 59,061 4.58** 3.32***
AFee 2009 12,392 6,435 163,983 154,556 8.40*** 3.32***
2004 967 668 14,845 11,454 3.99** 3.32***
OFee 2009 2,487 1,125 36,633 37,504 2.26** 3.11***
Auditor1 2004 152.5 120.0 306.3 294.0 2.60** 2.53**
2009 265.2 162.0 498.8 493.0 4.97*** 2.22**
Auditor2 2004 6.9 4.0 33.3 29.0 5.01*** 2.96***
2009 25.8 15.0 230.8 232.0 13.8*** 3.32***
Branch 2004 4.5 3.0 5.8 5.0 0.55 1.16
2009 8.1 6.0 7.3 7.5 -0.28 -0.15
Panel C : &t BIEFTERRS R A& B L
& (N =22) KEH (N=237)
TioE Rl THE R et ztest
AFee 2004 11,894 7,230 7,661 2,937 0.86 3.68***
2009 34,799 24,949 15,458 5,308 1.77* 4.78***
OFee 2004 2,990 1,142 1,264 659 1.38 2.30**
2009 7,357 3,962 3,283 721 1.32 3.68***
Auditor1 2004 240.5 202.5 116.8 85.0 3.81*** 3.87***
2009 469.0 439.0 169.3 133.0 5.05*** 4.68***
Auditor2 2004 15.8 10.5 4.5 3.0 3.18*** 3.31***
2009 65.7 42.0 24.2 13.0 2.47** 3.71***
Branch 2004 7.0 6.0 3.2 3.0 3.12%** 3.45***
2009 11.9 11.0 5.7 5.0 4.32%** 4.02%**

H—thEd  EMEARBACEREHEEEEESR  tRE{EA satterthwaite KIEBAIRER - z 18T

BI| 2 {78 wilcoxon #&TE Z L8R
FET e o BR > BAIRER 1% ~ 5% B2 10% FEZEIKHE -
5= BEGERAE - AFee I BETIIA (BT AR EBENL ) - OFee : HfttgA (LETARBEEBEN ) -

Auditor1 @ AR T EEZ Z5TEMAS o Auditor2 : FE LI 2 EF

DEREETEL -

TR > - 2% 1 Panel A

BH

R

EETEMA S - Branch © #2FFER

R0 2004 5 59 ERABREFIIFETRAL

9,239 BT » HaTIAZ (LR 3,518 & - Al AR BB AT T IS = R HA S 55
AT > i Rt AT AR SEpBR A BeB R IR TP A2 B JEA] - FEL Bigd FEETHIL
AGE i R EA & 5T 5 T ATE 2L © 2009 FERAE R E 2 P IOAT 2 (5 2,669
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EXEIERE F24 £5S1H

BT 2 AHEHA 2004 FERLERT 2.5 fi% 0 2009 FFE AP EUE 7,528 & o HRATELE
SOR (RS EL o HAMUL AEL 3 0 2004 G EARWCASEIE (AL ) By 1,908 & (699
B ) 0 2009 FEH AN A S (E 4,802 B (1,274 ) » FHEGHY 2004 2R 2.5 % (1.8 5 ) °
HAMCATE 2004 FF-EE 2009 FEERASSE 25 B A HR AT BV R DAL BR B E U A BB B ] - D
FEFHA Bigd W AGEEEE M SR FTE R - DL ¢ i @ B Wilcoxon HHAZES & S AT AR AN
BT 2004 FFEL 2009 FEFEFT A BLEAMIA Z 225 KB EENEEEKE p BHE <
10%) °

TEF AN BEEE 57 0 2004 FEFEFEFTN - ARIDUN 2R Z & aHai~E g N8 (A8
Ry 162.9 N (124 N ) » 2009 G5 N EFFE] 281 A (176 A) » Bz 1.7 /%5 (1.4 %) »
S—7H - EAEELD FEREE AL - 2004 FESEIEE (FAE) 8.7 A @A)
2009 FHGHOE] 39.7 A (16 N) » BEh 4.6 £5 (4 65 ) - HEL AT R - SEEPr N BA &3t Al
EIEH AN BEER I - CEESER G A BUG I R - AN - fES
FEREEEEL 7 » 2004 SS9 8 (P A28 ) By 4.6 22 (3.0 %) » 2009 TSI (L EL)
5 8.0 22 (6.0 2% ) » 2009 FEAHEL A 2004 R 1.7 5 (2.0 %) o MEGmE S 51 Al A BB,
Mo RS E b+ 2009 A~ (E B F 7 BER R SR 2004 4F (p (HEF < 1%) © #8 1
FIit el &0 - RIS Al S s Fras T B IR S T ATE 2004 AEE] 2009 A AR E AL
£ FHFTRRE (am DA STET AN BB PR ok & ) - A BEZERIIE I - [ -
Bigd 1A A BLZE HE g - FEHMEBHATE B 2R RIASIIESRR | Panel B
H o IR TR AR KB U Bigd i Non-Bigd A& 4 -

FH% 1 Panel B AJ %1 * Non-Bigd & THIEEH5AT 2004 -8R 4,788 & »
2009 FFE AR 18 2,392 & » Al 2.6 % < 2004 4 Bigd ~“FEIFE IR 7
(B 448 H > 2009 F g FE A _EFHE] 16 (% 3,982 B - pE 2.3 % - HAMBAE S
Non-Bigd SEH5T1E 2004 - (2009 5 ) SFEHAMIT AT 967 & (2,487 &) » ik 2.6 % -
Bigd 1F 2004 £ (2009 4 ) SEH L A By 1 {2 4,845 85 3 (& 6,633 B ) » K 2565 -
Bigd F a1 U A B AU Z SEIE B R 8 - #UEEE SR Non-Bigd ST (p (B <
5%) » {H Non-Big4 5T R B AIIS =L Bigd - fESG 2 THAT AL » 2004 £ (2009 )
Non-Bigd FHHATHFIgEGARRIDU N 2R 2 Fatail N80k 152.5 A (2652 A) » [FEIHA
] Bigd PR BAARILL 2R 2 & Hal A B0R 306.3 A (498.8 A ) - Big4 B Non-Big4
ST ST B B B R RS, - #5307 Bigd B Non-Bigd SHHFTH -
S EAE DL EERE S G atal AN - IR B RS - &tk - ASCEER Bigs B
Non-Bigd =B T{EE EBE B E ZAZEL - £ 1 Panel B #7R » 2004 4F (2009 4 )
Non-Bigd SEHIHE ST BB SR 4.5 32 (8.1 %) > R 1.8 % - Bigd [AIHAESEEME 552

1272009 “EZ g U BREHHISOASG EHR id - Bl 5 1R A i IH B B 5% (CPY) FH%E -
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B R A AR AT ¢ A0

PR B B 5.8 % (73 %% ) » iR 1.3 % - Non-Bigd £ 73 RS 2 IR TEE = R
Big4 » #ix DAt A] DAHERS » Non-Bigd (PP 8w o) DARY 3% 5 56 77 R - {H Bigs
R DUSSHE A A 1 =UHEaR -

ASCERE FwAE H BOE AW K & DR R S5 A AR B SR r ML 2R BRSO
EHATETANE - BBCASOR & TEIE A E B EIR RIS BB e T 8 W e O e
453 » 7% 1 Panel C AJ 5, » BAHARM S & OFEOEE B TS 22 52 » H 2004 518 ET
NER {8 1,894 & - T AEWHAIECE 7,230 & - R REG O BB %R
INER 7,661 B o Bl NBE IR 2,937 & o HAES B EE SFBE A A Y
W E2HN Bigd 1 BEMEEAW K& F8E R K& 0 FrEE - iy
KB PR ) & PR e R BT B - W RS DR RIS P 8 5 1A B A A AR
2004 B 2009 FE m AR K S PRI S AT - (HER 2009 FEEEET IR B E AN -
HEpAEREKUE - BISRAH A A E S BB bl 385 - W R A O SEIS AT a TR
ANEBRAMA NIRRT 3.3 65 R REFIEBFBIERR 24 5 - WREGHE
WA e A B R IR & S A RS e & RIS AT » ReAHAE EAR I A R B R R
HIZEERANK - SH—J7H » W R & 02 S0 AT E % A S EIERTE 2004 4281 2009 -4
HEE SRR B & DHERSET (p (HE < 5%) @ ([HRGIHESIER A S8 R EEE I
R R AR -

= BRARGRTER G

AR DM B AR FE % A ZE A - B BCC RS B B F 75 it o2 R R
HEBEFUIREEERAT AEE  FHEEE S8 - R DUEERALSHT - &5t
BB ATE O - SR E 82 28 - R 2 B BIE AT ST RS MR L2 Ak
MPEREET » BB — MR R G OFEBAT - 5 AR G it EB T - =M EE
B o W R EOHRIER TG 22 % BRIRAEENTEE (TFPCH) V3B s 0.89 » Kb
B EPHETSAT - 2R IRAE B ECFIE R 0.62 - 2R 2 A E T8 B IE
R 0.72 » B AT DUE AR AN - AR B 51 Al S 55 T Y 28 22 030 SR Rl WO I R 18
RIFET M2 AR 7 8 B2 FHAH B RER B8 (EFFCH) B T30 = 2 8)) (TECHCH)
FRIRAIAE SR - fETHE SR BB 7 W R G ORI R & 0 2 S EaE 5 s 2.11
Bl 1.61 » 2EEASEIIE R 1.80 » SEEAR 1 AERZLEEFEATLE 2005 F-£] 2009
M MERE T HEAE ERCRE R SCR TS BT 2 o FirCRESEE S W
GO AR YE K & OF 2 RS AT PEE S B 0.43 B 0.34 - 2E0EEASEIGE R 0.38 » 5B
KLY ETEY T ER I SCRAREF L - EEZER - EthFr - BEHEE
BT TSR WA S A N G B R PR - [RI3ARE S 05 P e AR At U ek - (B0
{AeGiEsRER A PR IE & S AT ) FYIE LT - 5T AR S AT AR AR R A 2
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EXEIERE F24 £5S1H

T -
® 2 BANAKEER
Variable G (N = 22) FEEHE (N=37) 21K (N = 59)
Mean S. D. Med Mean S. D. Med Mean S. D. Med

TFPCH 0.89 0.44 0.86 0.62 0.55 0.47 0.72 0.52 0.72
EFFCH 2.1 0.91 2.10 1.61 1.26 1.38 1.80 1.16 1.68
TECHCH 0.43 0.23 0.40 0.34 0.23 0.37 0.38 0.23 0.38
MERGE 1 0 1 0 0 0 0.37 0.48 0
M_LI2 0.55 0.51 1 0 0 0 0.20 0.41 0
M_NLI2 0.45 0.51 0 0 0 0 0.17 0.38 0
M_SACITY 0.32 0.48 0 0 0 0 0.12 0.33 0
M_NSACITY 0.64 0.48 1 0 0 0 0.25 0.44 0
LICENSE 0.95 0.21 1 0.73 0.45 1 0.81 0.39 1
BIG4 0.09 0.29 0 0.05 0.23 0 0.07 0.25 0
PARTNER 0.09 0.29 0 0 0 0 0.03 0.18 0
IRS 0.23 0.43 0 0.35 0.48 0 0.31 0.46 0
M_TIME 2.05 1.09 2 0 0 0 0.76 1.19 0
WHERA :

TFPCH : 2004-2009 £/ LL Malmquist £EE 118 BIETE 2 S & /)88 &) - EFFCH : 2004-2009 &/
LL Malmquist A& DIEEETE 2 B ZREE) - TECHCH : 2004-2009 R » LL Malmquist A& 358
STE ZH i ZEEE) - MERGE : 2004-2009 &/ - B2 &aH#ES 1 HE/E 0 IRS 1 2004 F£ BCC
R MTE AR R R R AR AR ERENEIZE & 1 » HERA 0 - M_LI2  2004-2009 5 - E2HEHAES
MR EEESEESREIIEAE 1 HE85 0° M_NLI2 : 2004-2009 £/ - B2HESHATEESRH
HL FEBESIPESEENTEAE 1 HERA 0 M_SACITY : 2004-2009 R » 52 EAH B IEFTAIH
FE—&H&E A1 HERAE 0 M_NSACITY : 2004-2009 £/ - B2EAHBEAURTRIEHNEE 1
HEfB 0 LICENSE : B T38%  HiEErniE , 2 BETENE%EAA 1 HERAE 0 ° BIG4 : Bigd EFEAT
ZHEREFAE 1 HERA 0 PARTNER : EFHABEEAEEEES 1 HE2BE 00 IRS 1 2004 FLL
BCC =B AHT » HIRE MR B FRIEIRENEEE S 1> HEfB 0 M_TIME | EI5fiRBR—XaHEE
2B 2010 FEZFH -

ARG HEREGAT > EPIRB G RRRET - EEHERE L EERRE R
AT BT R s S 0P H M_LI2 B2 M NLT Ra{EE %, - 3 2 7R 3E 12
ERBNE IR REME U LB EEFES BB ATET a0 5F 10
SEAER R AR EFE I B I EHATG i M B A RS R Z AT
E N BRI A BT A GO - AT AR TP BT T B i 2 #5 » DA
HEFT S OFRIRE TR S AL E—& 0 - W M_SACITY 81 M_NSACITY Fi{E2E %, -
BRATE 71 EG R E BTG O RTE S TR AT AR — &ty - HERE G i LB H5FT -
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b R T R T A

TR LR AN FEI A - HAMIEHIEEE s W RSB ITTE 21 REBMES
I AR TTER - R RGN ETFTRIE 27 RAFESFIHESREHTE
F& o 5 DL 2004 FEFE A A B DL BCC AL ETATE & 5T BT S AT {E 2004 227
B AR R IR MG A ARRE - AT DAEE R - SO B T E IR BB (E 2004 G
IR ARGE - R RS OFRIE BT - BIE 13 Z20E 2004 4 2 2 45 5 38 5 54K
RE o W R G PFRIEB T - e —REOHFEEIERE 2010 FERYF ORI R 2.1 4F -

=~ BB SRR

% 3 2HLEERSHTER - £ 3 panel A WIEWS KGO FRTETIESAT - HEHEER
HITRTHE R AR W K & O B FTEEE - EREE RS8R - MERGE FZ3 30{E Model (1) »
(2) TEEE B IE (R PRy 0.560 Eil 1.229 » p {HEF < 5%) * 7F Model (3) "H{REUIE -
{HASEEZ/KLE (p (H > 0.1) - FRFELE 2005 L£F] 2009 F[ » B &G BT
EET] EARIREER AR RGO ES TS - AR SHRARIRIR - EERE R EE
BERIIERTT » BT RBCRMEARI N R W B OF S AT o (H 22 S0 A g K e - B
BEME A SUERIZRERER— - 1F 2005 42 2009 Ff - W RSO E T EHEB AT HE
BRI B BRG0P Form o ARG EE 53 - LICENSE {£1E Model (3)
HEEE R IE - REREFESFIHESEEH TSR BAT R SEREA AT
£ » LICENSE 1 Model (1) B (2) & NEEZE & - AR ETTHIRR A E R
IR IMI A T EGE R I G5 0] 2 5T - MEZ RREE KYE - BIG4 345
$1E Model (1) ~ (3) HEAZ R IE - (ERIU ARG SIS P e A AR 4 2 TR s
e EAM S AT A E IR R A2 R SRR - BHATEE A M
(PARTNER) HE5FT S EAE SR M 728 - 1 2004 TR TR HR e i 3
ARRE.Z ZETSFT (IRS) » TEARAHA R N 25 TE A SR B R nU R 1 A LA =5 Py B
FolE (p B < 1%) » A BOI AR A A & 51 Al 55 755 P &0 A 2% R i i s o LA
IRS FH35 R IEEIFETE 2004 FEpg ARSI RS &~ S0 Fr 1558 BE AR N R B I R 15
iR RBVCRGEER - BHTE OHEEERE 2010 RV (M_TIME) 1& = 3H
P A R N -
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EXEIERE F24 £5S1H

* 3 ERMEHAEENSBRAEL ST

Panel A : &z 8%

Model (1) Model (2) Model (3)
TFPCH EFFCH TECHCH

BEE 1REL p-value 1REN p-value 1REN p-value
INTERCEPT 0.466 0.001*** 1.637 0.001*** 0.176 0.001***
MERGE 0.560 0.015** 1.229 0.023** 0.064 0.414
LICENSE -0.160 0.301 -0.617 0.093* 0.100 0.067**
BIG4 0.495 0.044** -0.313 0.581 0.654 0.001***
PARTNER 0.096 0.764 0.234 0.756 0.044 0.693
IRS 0.688 0.001*** 1.260 0.001*** 0.165 0.001***
M_TIME -0.094 0.300 -0.216 0.311 -0.002 0.962
Adj. R? 0.345 0.259 0.595
Panel B : EGHMKL FEGESFFIEERSESHBAMETEHZIEE

Model (1) Model (2) Model (3)
B 1REL p-value 1REN p-value 1REN p-value
INTERCEPT 0.476 0.001*** 1.656 0.001*** 0.178 0.001***
M_LI2 0.569 0.014** 1.247 0.022** 0.065 0.410
M_NLI2 0.402 0.183 0.923 0.195 0.042 0.685
LICENSE -0.156 0.314 -0.610 0.098* 0.100 0.068*
BIG4 0.420 0.109 -0.458 0.455 0.643 0.001***
PARTNER 0.092 0.774 0.226 0.765 0.043 0.699
IRS 0.664 0.001*** 1.213 0.001*** 0.162 0.001***
M_TIME -0.062 0.534 -0.154 0.513 0.003 0.934
Adj. R? 0.340 0.251 0.588
Panel C : 2= G @tz 2E

Model (1) Model (2) Model (3)
BEE 1REL p-value 1REN p-value 1REL p-value
INTERCEPT 0.482 0.001*** 1.652 0.001*** 0.183 0.001***
M_SACITY 0.180 0.568 0.852 0.263 -0.099 0.361
M_NSACITY 0.544 0.017** 1.213 0.026** 0.057 0.451
LICENSE -0.177 0.246 -0.634 0.087 0.093 0.079*
BIG4 0.390 0.116 -0.417 0.480 0.609 0.001***
PARTNER 0.165 0.604 0.302 0.693 0.073 0.500
IRS 0.697 0.001*** 1.269 0.001™*** 0.169 0.001™**
M_TIME -0.028 0.769 -0.151 0.518 0.027 0.425
Adj. R? 0.362 0.252 0.621
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b R T R T A

Panel D : RIBFE B S ERERAER BT MHMENSHERRZHLE

Model (1) Model (2) Model (3)

PEES 1REN p-value 1REN p-value HRE p-value
INTERCEPT 0.488 0.001*** 1.666 0.001*** 0.185 0.001***
MLI2_SAC 0.247 0.490 0.955 0.269 -0.060 0.623
MLI2_NSAC 0.521 0.041** 1.211 0.047** 0.025 0.769
MNLI2_SAC 0.061 0.881 0.636 0.515 -0.149 0.283
MNLI2_NSAC 0.462 0.129 0.974 0.183 0.074 0.475
LICENSE -0.177 0.255 -0.628 0.097 0.088 0.098*
BIG4 0.354 0.181 -0.516 0.415 0.612 0.001***
PARTNER 0.182 0.586 0.300 0.710 0.100 0.383
IRS 0.684 0.001*** 1.230 0.000*** 0.172 0.001***
M_TIME -0.005 0.965 -0.106 0.688 0.035 0.348
Adj. R? 0.346 0.225 0.611

BE e SRR 1%,5% B 10% REFIKEE ©
FE 2 BEEIAERER2 -

R T BRI EC & OF 2 B S B P MO iy B AR » A SCE— S 1w K& i
HIEIS AT ES 2004 FEAVFFEINDAE 43 » 35 3 Panel B T8 M & OFSETSAT - (ciE
EGHWFE L EEAES I EEREBATE TS &S - EREERER - M_LI2
RLRE B (FREAE Model (1) B2 Model (2) HHEAE R IE (128053 51 Ry 0.569 B 1.247 » p {H
B < 5%) » BB EIE Model (3) FREURNRIE » MERERZ/KYE ([REUR 0.065 @ p H =
0.410) *M_NLI2ZZHI{E A A AR # N BEEE T 1E (FRERST 1R 0.458 ~0.923 £ 0.048 -
p HE > 10%) - G2 EHH - BEmZ LA EEAFE IR R r] 58 B HAm A
HIE PR T DAZEIR - S # B B E R R B AR - BN & B (R B 22 52
WA ° o B EE R D EEEZF 32553 A58 2 55 & OF B R Ry i i
[ FAAEREE IEMIBAGR - R SCE AR SRR = - (ERR DL R A S5
AIEERSE B ATET G0 - RSB ERA BRSOt RE G R - A - H
AR AT & OF » HARB R ER & OF RV 15 P AR 22 51 - S5 AT RE
R EAEFHEER Z BB A2 RS0 B S H - RS EE
HA==BITE TR » RHE R EERTFHIRRL -

A =Hame W RGOSR B TE EWIBE A AR - SREHATRERL
REVFETHEE [EA 2 - FigH5 54055 3 Panel C » 3 3 Panel C 1 » M_SACITY %%
A BUTE Model (1) B Q) FANBEZE IE > fEModel Q) HEF NN HEHEHE p HE

Gl

\
/

S

e

13 M_LI2 81 M_NLI2 588 S5 (8] ! 300 e f AU v (R85 7 SR B SRS A /K UE (p (H 53 51 0.42 ~ 0.51 B
0.76 °
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EXEIERE F24 £5S1H

>10%) * RES AT EHEER—A 0 - HRFEBEEERS - FLHLE 0 ERK
EIESURT AN A - 55— 51 » M_NSACITY 5382 8E Model (1)(2) HEEE F
IE (R R 0.544 ~ 1.213 » p (BEF < 5%) * £ Model (3) B By IE (12805 0.057 »
p {EF 0.451) » (REEIWY A MEEE BN EEWRAFIED - &0t 2 F5
Frh - FEVEEEIBIEE AN ER—E D  HRERER M L2 E AT E
DAHE A B ST B A S S R S * M_SACITY 92 M_NSACITY {2885 B 1F - {HE M
NSACITY ZFERZ/KYE - SE— D E i R B Z= SRR B - W9 HRELTE Model (1)
Eil Model (3) 1 - (REE B EAE /KUE ¥ o FF EATI » ASCE SRS ER= - JRED
B EA AR B ATET A0 - BERESCERZREAGEERE  MEBRN
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The Operating Efficiency of Chinese CPA Firms: The Effect of Merger

Hsiao-Lun Lin, Assistant Professor, Department of Accountancy, National Taipei University

Chia-Ching Cho, Assistant Professor, Department of Accounting and Information Technology, National
Chung Cheng University

After the opening-up and reform of China, the capital market underwent vigorous
expansion; at the same time, the auditing market also experienced breathtakingly fast
growth. According to statistics provided by the Chinese Institute of Certified Public
Accountants (hereafter CICPA), The total revenue of China’s top one-hundred accounting
firms rested at 4.43 billion Chinese Yuan in 2003. Over the following years, the total revenue
of these accounting firms has experienced double-digit growth annually. In 2010, the total
revenue of the top one-hundred accounting firms reached 20.61 billion Chinese Yuan, which
is almost five times larger than that in 2003. In the same period of time, the ratio of the total
revenue of the four largest international accounting firms’ members in China increased from
38% in 2003 to 44% in 2010. In order to follow up with the expansion of the Big4 in China,
and further raise the scale and quality of domestic accounting firms, the CICPA began to
initiate the project of “developing larger and more competitive Chinese accounting firms” in
2006, and officially passed “Opinions on Promotion of Chinese Accounting Firms to
Develop Larger and More Competitive” in January 2007.

The project above aims to cultivate one hundred firms of a certain scale, and, within 5 to
10 years, to further develop ten firms that are capable of not only performing international
services but also reaching the scale as large as that of the Big4. Due to the fact the speediest
way to expand firm scale is through merger, large numbers of accounting firms began to
merge in 2006. These mergers are different from those that took place in the United State and
Taiwan as a result of changing legal environments.This study intends to address the primary
question: Are the mergers, instigated by government policy, capable of enhancing the
operational efficiency of firms, and thus reach the goal of becoming “larger and more
competitive?”’

This article applies Data Envelopment Analysis (DEA) to analyze the operational
efficiency of accounting firms, and additionally uses the Malmquist productivity index to
analyze changes in the operational efficiency of accounting firms. The data used for this
study were obtained from annual survey of top one-hundred accounting firms, which is
published by CICPA. This study focuses on the productivity change between 2004 and 2009.

The auditing service revenue and other revenue are used as the output variables and the
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number of branches and the number of certified accountants are used as the input variables
for accounting firms. Moreover, regression analysis is used in order to test whether the
merger of firms will enhance operational efficiency.

The empirical results indicate that those firms, which merged during 2005 and 2009,
showed an increase in operational efficiency, when compared with the firms who had not
considered merging in those years. The researchers then closely examine the firms involved
in mergers, and distinguish whether these CPA firms had licenses to audit listed companies
prior to the mergers. The results show that if two firms having licenses to audit listed
companies undergo a merger, there is a positive effect on their operational efficiency. In
contrast, the merger of the companies without such license, compared with other firms not
involved in a merger, shows no difference in efficiency in this study. The results thus imply
that “strong mergers” are helpful in improving operational efficiency. Finally, this study
distinguishes whether the headquarters of firms prior to merger were in the same province or
not. This study, however, has following major limitations. First, this study only focuses on
the productivity change of top one-hundred audit firms between 2004 and 2009 because
detailed information of other audit firms and other years are not available in the database.
Second, this study does not consider the effect of mergers on audit quality simultaneously.
Future research can investigate the productivity change of Chinese audit firms with complete
data.

This study is different from previous investigations into the operational efficiency of
China’s accounting firms which focus on single year and a minority of firms (e.g., Xu et al.,
2008), but uses multi-year analysis of changes to explore the firms’ operating efficiency.
Research results indicate that those Chinese accounting firms that recently involved in
mergers have shown an increase in efficiency compared with those that have not merged, but
not all firms are capable of becoming larger and more competitive via a merger. This study
goes a step further in response to the CICPA’s policy of “larger and more competitive.” Firm
mergers may expand scale and increase efficiency, but only with such preconditions: The
firms involved are already relative large-scale and having licenses to audit listed companies.
The result of the merger, in this case, will turn out better than the merger involved with two
smaller firms. In addition, if mergers are to have a positive effect on operational efficiency,
firms with complementary operational areas should be chosen first. As for future
governmental policy initiatives as well as firms in terms of merger, main players in this
industry must carefully ascertain the possible impact of a merger on the operational

efficiency.
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