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Abstract

This paper reviews the main literature on cultural research and auditing re-
search at home and abroad, and provides a theoretical basis for the study of
the impact of traditional culture on auditing. The following chapters of this
paper are divided into the following sections: the first section introduces the
research literature on auditing, the second section introduces the literature on
cultural development level, the third section introduces the impact of culture
on business and individual behavior, the fourth section introduces the litera-
ture on the impact of culture on accounting and auditing, Section 5 is the re-
search literature on the impact of Chinese traditional culture on corporate
behavior, and Section 6 is a summary and review of domestic and foreign li-
terature.
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1. Review of the Audit Research Literature

Audit fees and audit quality have always been the focus of attention in the field
of accounting research at home and abroad. Specifically, the existing research
mostly examines the impact on audit fees and audit quality from the corporate
and individual levels. From the perspective of enterprise level, Zhang Rui took
the A-share listed companies in China from 2007 to 2014 as the research object,
and investigated whether there were initial cost discounts for different types of
change and the impact of this phenomenon on audit quality when the account-
ing firm of the audited listed company changed. Fang Hongxing found that the
size of the company, the complexity of the business, the nature of state-owned
property rights, the reputation of the accounting firm and the degree of assur-

ance of the internal control services it provides are significantly positively corre-
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lated with the internal control audit fees; the quality of the company’s internal
control, continuous internal, the control audit period and the firm’s integrated
audit are significantly negatively correlated with the internal control audit fees.
Yan Yanli and Lu Guihua researched from the perspective of corporate tax cre-
dit, the research results show that the audit fees of tax-honored enterprises are
significantly lower than non-taxable credit companies. Wang Bing used the pro-
vision of travel expenses to auditors as a research perspective to reflect the eco-
nomic binding relationship between listed companies and accounting firms and
the signal of social relations. The empirical results found that, except in individ-
ual models, the company provided that the travel expenses under the weak con-
ditions impaired the quality of the audit. There is no consistent evidence that
there is a significant relationship between the travel expenses and the reduction
in audit quality. From a personal perspective, Simunic believes that the audit
cost of a company depends on the auditor’s efforts and the expected litigation
risk. Religious culture can influence the auditor’s efforts through the audit plan-
ning process [1]. According to DeAngelo, the quality of auditing depends on the
combined role of auditor’s professional skills and audit independence. Profes-
sionally skilled auditors can use their accumulated audit knowledge and expe-
rience to identify errors and fraud in customer financial reports.

Recent studies have suggested that institutional factors as external factors af-
fecting audit organization behavior will affect regional audit market structure
and thus affect accounting information quality [2]. Liu Wenjun took the listed
company in 2008-2011 as a research sample. The study found that the closer the
auditor is to the customer, the lower the absolute value of the company’s mani-
pulative accruals, and the lower the probability of being issued a standard unqu-
alified opinion. Liu Yingfei and Ding Wei used the 2009-2014 China A-share
listed company as a research sample. The study found that companies with
higher social capital stocks at the headquarters had lower audit fees. Further re-
search by Yan Yanli and Lu Guihua shows that the audit fees of tax-integrity
companies are significantly lower than those of non-tax credit companies, both
in the eastern regions with higher legal standards and in the central and western
regions with lower legal standards. These studies study the impact on auditing
from a macro perspective, both from the formal system and from the informal
system level. This paper studies the impact on audit fees and audit quality from

the perspective of traditional culture.

2. The Impact of Culture on the Level of Economic
Development

For the determinants of economic development, economists’ attention has un-
dergone an evolving process. Early literature studies the accumulation of pro-
duction factors and technological progress, and later focuses on policies and in-
centives that affect factor accumulation and technological progress, and updated
research explores policies. And the institutional factors behind the incentives, in

decades of research, economists step by step to deep-seated influence factors.
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Economists are beginning to explore deeper causes than institutions, including
geography, history, and culture, the so-called “fundamental factors”. Only by
identifying the long-term effects of fundamental factors can institutional reform
and policy intervention be known. The boundaries of effects improve our ability
to assess policy shocks.

In this new field of study, the role of culture is given special attention. The
historical and geographical factors of the era are often influenced by the cultural
characteristics passed down from generation to generation to influence the
modern economy. Therefore cultural factors are at the core of such literature.
About Spolare and Wacziarg, for the first time, examined the relationship be-
tween gene distance (the degree of genetic difference between two populations)
and the level of economic development. They argue that genetic distances
represent differences in cultural characteristics such as beliefs, practices, habits,
prejudices, and customs (they use the term “group characteristics”) because the
greater the genetic distance of different groups, the more they mean on the li-
neage. The longer the separation, the greater the cultural difference, and ulti-
mately the difference in the level of economic development. The channel of in-
fluence is the hindrance effect of cultural differences on technology diffusion.
Other literature focuses on topics other than economic growth. Guiso et al. stu-
died the cultural barriers represented by genetic distances for trade and invest-
ment, and Desmet ef al. used the European World Value Survey Data (WVS) to
confirm genes [3]. Distance can indeed reflect cultural differences, and cultural
differences can affect national unity.

An important channel for culture to influence economic exchanges is the im-
pact on the level of trust between people. Mutual trust is an important social
capital that plays an important role in economic development [4]. Guiso et al
used the World Values Survey (WVS) to measure the level of mutual trust be-
tween EU countries [3]. The study found that a common cultural foundation can
effectively deepen the level of mutual trust between the people of two countries.
Increased levels can promote mutual trade and investment. On this basis, we can
think that people with the same culture and similar levels have higher levels of
trust, and the transaction costs of trade and cooperation are lower, which is

conducive to economic exchanges and development.

3. The Impact of Culture on Business and Individual
Behavior

The literature has discussed the impact of culture on corporate finance, such as
investment decisions and risk taking. Hilary and Hui extended the research the
relationship between religious culture and risk aversion from the individual level
to the organizational level, and empirically tested the impact of religious tradi-
tion on corporate risk-taking and investment decisions [5]. The study found that
the stronger the religious position of the listed company, the more obvious the

risk aversion behavior of the company, the smaller the standard deviation of the
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stock market return rate and the total return on assets, and the lower the com-
pany-specific risk and systemic risk.

Li Cunchao and Wang Xingyuan pointed out that business ethics has a nor-
mative and restrictive role in corporate behavior in terms of money, contract,
honesty and social responsibility, and provides a normative framework and be-
havior for corporate business ethics. The norms, while the values and social trust
formed by traditional culture are closely related to the regulation of corporate
ethical behavior. Religious culture is an important part of traditional culture and
plays a very important role in the informal system of a society. Brammer et al.
examined the impact of religious beliefs on corporate social responsibility and
the differences between different denominations and different social responsibil-
ities. The study found that individuals with religious beliefs have a clear attitude
towards corporate social responsibility compared to non-religious individuals.
This kind of support preference differs among different religious factions, and
different sectarians recognize the preference of corporate social responsibility
content. For example, traditional Chinese culture pays more attention to collec-
tivism and pays more attention to the interests of the collective. Corporate social
responsibility is more about the obedience of the collective. The culture of Eu-
ropean and American countries pays more attention to individualism and links
corporate social responsibility with personal interests. Griffin and Sun studied
the relationship between the religious beliefs of stakeholders and the disclosure
of voluntary social responsibility information, and found that the intensity of re-
ligious beliefs is negatively related to the disclosure of social responsibility in-
formation, while the number of sectarian ownership and social responsibility
information disclosure is positive related [6]. When further dividing social re-
sponsibility into environmental information and other social responsibility in-
formation, it is found that the intensity of religious belief and the number of
sectarian ownership are significantly positively correlated with environmental
information disclosure. The above conclusions show that religious belief can
promote the disclosure of corporate social responsibility information, especially
environmental information disclosure, which is mainly manifested in the orga-
nizational effect of religious influence. At the same time, the market level can
also price religious influences. During the disclosure of social responsibility in-
formation, investors have obtained a significantly positive market return.

The current theory holds that culture affects people’s cognition, communica-
tion and interaction [7], which is a deep force affecting economic growth.
Communication and collisions between multiple cultures may influence the
formation of innovative ideas. Creativity is based on the diversity of skills, ideas,
and cultures that lead to a relaxed culture that is more receptive to unconven-
tional ideas that break through the norm, and that creates a highly competitive
social environment that is diverse in culturally diverse regions. People in the
background communicate more frequently, which facilitates the spillover of lo-

cal knowledge and promotes innovation [8]. Page pointed out that diversified
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ideas and understanding can improve problem solving and predictive ability.
The literature has discussed the impact of culture on corporate finance, such
as investment decisions and risk-taking. A growing stream of research uses reli-
gion as a proxy for culture and social norms and suggests that religion is a key
social mechanism for influencing beliefs and behaviors. In fact, consistent with
the notion that a religion-based social identity and sense of belonging affects
behavior of individuals and firms, recent literature gives evidence that local reli-
gious beliefs impact a wide range of corporate decisions, including financial re-
porting irregularities and accruals-based earnings manipulation [9]. Hilary and
Hui extended the research on the relationship between religious culture and risk
aversion from the individual level to the organizational level, and empirically
tested the impact of religious tradition on corporate risk-taking and investment
decisions. The study found that the stronger the religious position of the listed
company, the more obvious the risk aversion behavior of the company, the
smaller the standard deviation of the stock market return rate and the total re-

turn on assets, and the lower the company-specific risk and systemic risk.

4. The Impact of Culture on Accounting and Auditing

As a collective psychological model that distinguishes members of different na-
tionalities, culture has an important influence on accounting standards and ac-
counting practices in various countries. At present, domestic and foreign scho-
lars have used theoretical analysis and empirical test methods to study the im-
pact of culture on accounting conservatism, financial disclosure and accounting

standards coordination.

4.1. The Influence of Culture on Accounting Conservatism

In the influence of research culture on accounting conservatism, Schultz &Lopez
used France, Germany, and the United States as examples to study the degree of
accounting conservatism in terms of product quality assurance costs, and stu-
died accounting personnel in different countries under similar financial report-
ing standards [10]. Whether the degree of application of robustness is different
in the face of the same economic facts, and the conclusion that there is a signifi-
cant positive correlation between the uncertainty avoidance cultural dimension

and the robustness.

4.2. The Impact of Culture on Financial Information Disclosure

In the impact of research culture on financial disclosure, Tsakumis or some
matters were disclosed as research objects, and it was pointed out that account-
ing personnel in the United States (as a representative of lower conservatism and
confidentiality) were more inclined to disclose contingent events than Greek
accountants, thus indirectly verifying cultural disclosure of financial disclosure

in intrinsic influence [10].
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4.3. The Impact of Culture on the Coordination of Accounting
Standards

In the influence of research culture on the coordination of accounting standards,
Clements, Neill and Stovall found that a country’s accounting organizations are
internationally aware of the acceptance of the International Accounting Stan-
dards by 104 members of the International Accounting Association [11]. The
degree of acceptance and adoption of the standards issued by the Accounting
Federation is influenced by the culture of the country. Specifically, whether a
country’s accounting organization adopts the rules of the International Ac-
counting Federation’s promulgation of guidelines has a significant negative cor-
relation with the country’s level of individualism and the degree of uncertainty

avoidance.

4.4. The Impact of Culture on the Auditing

In addition to accounting disclosure, audit quality is also an important indicator
of the information environment. Audit opinions can effectively reveal informa-
tion risks and agency problems caused by information asymmetry. From the
perspective of the competitive theory hypothesis of risk aversion and social iden-
tity, Omer ef al examined the impact of religion on the decision-making judg-
ment of auditors’ audit opinion on continuing operations, and found that when
the accounting firm is located in a more religious area, it is possible to issue
non-standard audit opinions to clients in order to deal with the risk of legal liti-
gation of uncertainty, rather than the acquiescence of customer preferences due
to social identity. Taking China’s capital market as the background, Chen
Donghua et al. examined the impact of China’s religious tradition on the ac-
counting information environment from the perspective of corporate irregulari-
ties, earnings management, and audit opinion types. The study found that the
stronger the religious tradition of the listed company, the lower the probability
of accounting irregularities, the smaller the degree of earnings management of
listed companies, and the lesser non-standard audit opinions issued by external
auditors. The relationship is more obvious in areas with a better legal system en-
vironment. Some scholars further examined the relationship between religious
environment and corporate governance from the perspective of financial re-
porting information. Dyreng et al found that the higher the level of religious be-
lief in the headquarters, the lower the probability that the profit will meet or ex-
ceed the analyst’s forecast. At the same time, the higher the accrual quality of
such companies, the more likely the financial fraud may be [12]. Low, the possi-
bility of restatement of financial statements is also lower. Based on the 610,000
questionnaires, McGuire ef al. examined the impact of religion on respondents
from three levels of cognition, impact, and behavior. It was found that religious
influences and financial reporting violations were significantly negative rela-
tionships; companies with weak external supervision have stronger influences on

religion; in addition, religious influences are negatively correlated with excess
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accruals, but are positively related to real-life earnings management, and reli-
gions affect the choice of management earnings management tools.

Wang Bing et al. used the provision of travel expenses to auditors as a re-
search perspective to reflect the economic binding relationship between listed
companies and accounting firms and the signal of social relations. The empirical
results found that, except in individual models. The company provided that the
travel expenses under the weak conditions impaired the quality of the audit.
There is no consistent evidence that there is a significant relationship between
the travel expenses and the reduction in audit quality. Du Xingqiang conducted
a study on Chinese listed companies from 2001 to 2010. The results showed that
some listed companies established a binding relationship with the auditors by
providing courtesy to the auditors, thus eroding the substantive audit indepen-
dence. Chen Shenglan et al. examined how anti-corruption in China affects audit
pricing. The results show that audit fees paid by companies with political con-
nections after 2012 increased by 38% compared to companies without political
connections. Anti-corruption raises audit risk related to financial reporting
quality and operational uncertainty as an important channel for its impact on
audit pricing. Jha believes that social capital measures the level of mutual trust in
a region. Auditors judge the credibility of their customers based on the location
of the company’s headquarters, and charge more audit fees when they have less
trust in customers. According to the review of relevant literature, this paper in-
itially believes that the human culture in traditional culture has a negative im-

pact on audit fees and audit quality.

5. The Influence of Chinese Traditional Culture on
Corporate Behavior

The harmonious concept formed in our traditional culture contains three as-
pects: harmony between man and nature, harmony between people and harmo-
ny between man and himself. This contains the ethical thoughts of “Heaven and
Man”, “Tao Law Nature”, the concept of “the noble monk” and the values of
“seeing fortune and forgetting”. This not only makes people pay attention to
self-cultivation, pursues the harmony between man and nature, but also guides
people to pay attention to the interests of others. The results of Gu Zhihui show
that Confucianism reduces its supervision expenditure by instilling in the agent
the concept of “sadness” and “self-discipline”. Confucianism requires agents to
abide by the professional ethics of “faithfulness” and the “righteousness” con-
cept, and ultimately achieve the goal of reducing the agent’s guaranteed expenses
and the remaining losses afterwards. Therefore, as the influence of Confucian-
ism increases, agency costs will decrease. Bi Wei from the perspective of the
combination of formal system and informal system, using the environmental
information disclosed in the 2007-2012 annual report and independent report of
China’s heavy pollution industry to conduct empirical research, respectively

discussing the traditional culture and formality of the informal system. The role
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of the institutional environmental system in the disclosure of corporate envi-
ronmental information. The study found that environmental systems and tradi-
tional cultures are positively correlated with the level of information environ-
ment disclosure, while traditional culture and environmental systems have com-
plementary effects. Cheng Bo embeds Confucianism in Chinese traditional cul-
ture into the framework of internal control quality analysis, puts forward the
hypothesis of self-discipline mechanism, and conducts theoretical discussion
and empirical test on the relationship between Confucian culture and internal
control. The research results show that Confucian culture can improve the in-
formation environment and strengthen contract performance to a certain extent,
which contributes to the improvement of internal control quality and plays a

more prominent role in companies with high information asymmetry.

6. Literature Review and Inspiration

In summary, the existing literature has studied the impact of culture on eco-
nomic development, corporate and individual behavior, and accounting and au-
diting. The foreign literature research culture is mainly concentrated on reli-
gious culture and transnational culture, while domestic cultural studies are rela-
tively less, mainly in traditional culture and Confucian culture, among which Bi
Qian studies the influence of traditional culture on corporate environmental in-
formation disclosure, Gu Zhihui, and Cheng Bo study Confucian culture on
corporate agents. The impact of cost and internal control, at the institutional
level, especially the informal institutional factors, has little impact on audit fees
and audit quality. Future research can classify traditional Chinese culture into
religious culture and human culture to explore audit fees. And the impact of au-
dit quality can better reflect the impact of traditional culture on auditing. This
study only reviews the relevant literature on the impact of culture on auditing,
and does not use quantitative methods to verify the extent and impact of the

impact. This is a good research direction.
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