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The Combined Effects of Long Audit Partner Tenure and Audit Fees on Audit Quality: Evidence from Japan
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Accounting regulators are concerned about the potential threat to auditor independence of long—term
auditor-client relationships, leading to lower audit quality. This study focuses on the Japanese audit market
where audit partners can be readily identified, and examines data for the period prior to March 2006, when partner
rotation was not mandatory. I examine the relationship between audit quality and longer audit—partner tenure
defined as more than seven years. The results demonstrate that audit-partner tenure of more than seven years
is associated with higher audit quality. Additionally, I investigate whether the impact of audit fees on audit
quality is contingent on audit—partner tenure. The results show that there is a negative association between
audit fees and accrual quality, a proxy for audit quality, for firms with audit—-partner tenure of greater than
seven years. These findings indicate that a combination of reputation protection and better understanding of
the client’ s business means that when audit partner tenure is long, higher audit fees are unlikely to be

associated with lower audit quality
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Corruption in Auctions of Land-Use Rights: Empirical Assessment of Seven Chinese Cities

Kai Kajitani

The state owns all urban land in China. Local governments sell land-use rights via regular English
auctions(paimai), nominated auctions(zhaobiao) and “two-stage auctions” (guapai). The sale of these rights
generates sizable revenues for local governments, and Cai, Henderson, and Zhang(2013) argue that two-stage
auctions are more vulnerable to “positive selection” —i. e., corrupt officials divert attractive properties
to two—stage auctions. They find that the prices of use rights sold in two—stage auctions are lower, primarily
because two—stage auctions typically have only one bidder. Building upon their evidence with data from six Chinese
cities, this study estimates a reduced form model of price differentials between the two types of auctions and

discusses how the type of auction influences the prices of land-use rights.
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