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Abstract: After decades of development, the standardization and authority of CPA 

audit in China have been greatly developed. This paper takes the Chinese CPA industry 

as the research object, focuses on the audit integrity of the CPA industry, and reshapes 

the credit image of the industry through some new measures of integrity construction. 
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1. Introduction 

Integrity is the basic principle required by the audit industry. It is not only a criterion 

of the audit industry, but also the foundation of the audit industry. Only with the idea 

of integrity can we guide the audit industry to carry out various tasks and work. But 

today, the bottom line of the audit industry is constantly challenged by integrity, and 

has a very high degree of attention in various industries. Audit fraud has a new form 

on the basis of the development of informatization and big data, and the problem of 

audit integrity still exists. Through the sorting and analysis of relevant data, combined 

with the integrity problems existing in the current enterprise audit, this paper explains 

the causes of the audit integrity crisis of Certified Public Accountants in China, 

attempts to make a more rational and scientific analysis of this problem, and puts 

forward some feasible suggestions to improve the current situation. 

 

2. Analysis on the current situation of CPA Industry 

2018 is the first year to fully implement the spirit of the 19th National Congress of the 

Communist Party of China. It is also a year for the CPA industry to start a new journey 

and write a new chapter in the new era. Under the care and attention of the Party 

Central Committee and the State Council and the correct leadership of the Party group 

of the Ministry of finance, the administrative management of the CPA industry closely 

focuses on the overall situation of economic and social development and the financial 

center, focuses on the implementation of the reform of "deregulation and service" and 

the expansion of opening up, and aims to improve the level of self-discipline, 
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impartiality and specialization of the industry and serve the sustainable, healthy and 

standardized development of the industry, Positive progress has been made in 

improving industry laws and regulations, optimizing administrative examination and 

approval, strengthening in-process and post event supervision, and promoting the 

opening of the accounting service market to the outside world. 

During the 13th Five Year Plan period, the CPA industry closely focused on the theme 

of serving the country and the main line of integrity construction, comprehensively 

and deeply implemented the industry development strategy system, innovatively 

carried out industry management and services, explored and promoted the 

construction of industry party, and the industry development took on a new look. At 

the same time, there are some - prominent problems in the CPA industry. For example, 

there is a relative shortage of high-end talents in the industry, the professional 

competence of Certified Public Accountants needs to be further improved compared 

with the new demand for comprehensive transformation and upgrading, the business 

scope of accounting firms needs to be further expanded, the overseas market 

development ability needs to be enhanced, the governance system of accounting firms 

is not perfect, and the turnover rate of employees in some firms is too high, Unfair 

low price competition still exists in the market. These problems restrict the further 

improvement of the service capacity of the industry and the sustainable and rapid 

development of the industry. 

Represented by the sudden financial fraud of Listed Companies in 2001 (such as 

Yinguangxia, Lantian, Zhongke entrepreneurship and other events), China's capital 

market is experiencing a credit crisis, which has triggered a credit crisis in intermediary 

industries such as certified public accountants, resulting in a serious setback in China's 

capital market. The accounting scandals of Enron, WorldCom and Xerox in the United 

States in 2001 shocked the United States and even the whole world. 

Why do certified public accountants, regardless of risks, dare to cross the minefield 

frequently and do it knowing the consequences? The reason is closely related to the 

imperfect practice environment and industry supervision system. After the accounting 

firm undertakes the audit business, it should formulate the audit plan, and the whole 

audit work must be carried out in strict accordance with the plan, otherwise it will be 

an audit failure. 

 

3. The root causes of CPA's audit integrity 

3.1 External causes 

The pressure of good faith depends on the situation found after dishonesty and the 

punishment after discovery, and the situation found after dishonesty is directly 

proportional to the scope of litigation. If the scope of complainants is narrower and 
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there are fewer supervisors, auditors will be easier to succumb to the pressure of 

clients and "collude" with them, so that the pressure of dishonest certified public 

accountants will be lower. In reality, audit failures are often exposed by non regulatory 

departments such as the press, which shows that the regulatory work has not formed 

enough pressure on dishonests. 

3.2 Industry's own reasons 

At present, there are two main forms of office organization in China; Partnership 

system and limited liability company system, and more than 90% of the firms are 

organized as limited liability companies, and only a few adopt partnership system. 

Limited liability companies only bear limited liability for their business behavior, which 

is obviously not conducive to the constraints on the audit work of accountants, while 

partnership system is different. Once violations are found, Accounting firms should 

bear the liability with all their property. If it is not enough, the certified public 

accountants as partners should also bear the liability with their private property. This 

organizational form helps to improve the risk awareness and self-discipline awareness 

of certified public accountants and improve the audit quality. 

 In order to standardize and improve the professional ethics level of certified public 

accountants and improve the audit quality, the Institute of Certified Public Accountants 

has also issued relevant standards. The document clearly points out that auditors 

should abide by other basic principles of professional ethics such as integrity, 

independence, objectivity, impartiality and due attention in the audit process. 

However, at present, auditors can not adhere to the basic principles of professional 

ethics in their work due to their own interests or external pressure. The lack of 

professional ethics of Certified Public Accountants is reflected in the following aspects: 

the practice is not standardized, the audit procedures are not fully observed, and the 

independent and objective audit position cannot be maintained; Poor awareness of 

confidentiality; Professional competence needs to be improved; In order to win 

customer satisfaction and customer needs, issue false audit reports. 

 

4. Suggestions on strengthening the integrity construction of Certified 

Public Accountants 

Rebuilding integrity is the top priority of the CPA industry. The Chinese nation is based 

on integrity, and the CPA industry lives on integrity. Under the market economic system, 

the CPA industry can only "enter the market in good faith" and obtain its due benefits 

in market economic activities by relying on good faith. But now there is a credit crisis, 

and people gradually lose trust in intermediaries to establish public trust. This problem 

has become a key issue related to the life and death of the whole industry. Therefore, 

both theoretical and practical workers should recognize the urgent need of integrity. 
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4.1 Standardizing audit business entrustment 

Due to the widespread existence of the "congenital defects" of the audit entrustment 

model in China's audit service market, certified public accountants in the inferior 

position of audit contract negotiation are easy to succumb to the management 

authority of the audited enterprise, which has become the most important factor 

endangering the "independence" of the society, which is also a specific manifestation 

of market failure. Before the "absence of owners" of many state-owned enterprises 

can not be solved, that is, before the real qualified audit entrustment subject has not 

appeared, it is necessary for the government to carry out effective supervision and 

intervention and promote an effective audit entrustment model to make up for the 

shortcomings of the market, so as to ensure the independence of certified public 

accountants. In order to protect the interests of the CPA industry and then the public 

interest, it should be an effective choice to change the current audit entrustment mode, 

hire certified public accountants by government departments or CSRC and stock 

exchange, and implement mandatory audit on enterprise accounting statements, so 

as to eliminate the behavior of the management authority of the audited enterprise to 

purchase accounting principles. In practice, appropriate accounting firms and certified 

public accountants can be selected for the enterprise according to the scale and 

characteristics of the enterprise and the qualification of accounting firms (evaluated 

according to professional ability and reputation records) and other relevant situations. 

Alternatively, the rotation system of accounting statement audit can also be mandatory, 

that is, an accounting firm shall not provide accounting statement audit services to an 

enterprise for more than a certain number of years (e.g. 3-5 years), and other 

accounting firms shall be replaced at that time, so as to form a natural cross review 

mechanism between the former and future accounting firms, Ensure the independence 

of audit and the standardization of audit business through peer supervision. 

4.2 Strengthen audit fee standard 

To improve the audit fee system, we should first establish a scientific and reasonable 

audit fee standard, unify the audit fee process, and crack down on the phenomenon 

of arbitrary audit fees. After unifying the audit fee standards, the standards shall be 

made public for accounting firms, and the audit implementation fee standards of 

certified public accountants shall be strictly standardized and guided. Attach 

importance to the development of audit quality in the CPA industry. Improve bidding 

methods. In the process of setting the price bottom line, we should pay attention to 

the actual situation of the bidder, and in the bidding process, the relevant client should 

not only pay attention to the service price provided by the audit, but also make a 

comprehensive evaluation and analysis of the business ability and personnel of the 

accounting firm. By improving and paying attention to social supervision, strengthen 
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the public's attention to bidding, and make public information disclosure in 

combination with the actual situation of accounting firms and bidding results. And 

formulate perfect policy guidance in the process of disclosure and supervision, so as 

to standardize the bidding process and ensure the fairness of bidding. 

4.3 "Audit" and "consulting" business disclosure 

From the perspective of the international accounting market, the audit business 

income of accounting firms has retreated to the second place, replaced by non audit 

business, especially consulting business, which has increased rapidly and jumped to 

the first place. As an "economic man" in the market, it is not difficult to understand 

that accounting firms that provide audit and consulting services for enterprises choose 

to sacrifice independent audit standards for high consulting income. Therefore, at the 

beginning of the investigation of "Enron incident", the U.S. government began to 

formulate a system of separation of audit and consulting business. Due to the late 

development of the accounting market in China, the accounting consulting business is 

still in its infancy, but its harmfulness has begun to show. The certified public 

accountant of "Zhongtianqin" in the "Yinguangxia incident" once served as the 

financial adviser of the company. 

Therefore, the separation of audit and consulting business is the inevitable choice to 

ensure audit independence and govern the accounting market. At present, it is very 

necessary to stipulate that an accounting firm or a certified public accountant shall not 

provide dual services of accounting statement audit and accounting consultation for 

the same client at the same time. 

4.4 Increase penalties for violations 

We might as well learn from international experience: never give violators a second 

chance to violate the rules! In June 2001, Andersen was fined US $7 million by the US 

Securities Regulatory Commission for fraud in the "Enron incident". In addition to filing 

civil proceedings against the four active partners, Andersen was suspended from 

practice for 1 to 5 years. After the expiration of the period, Andersen can re apply for 

resumption of practice. Ernst & young, the world's top five, was also sued by investors 

in Minnesota for a claim of up to $12 million in 2016. The severity of the punishment 

really frightened the domestic counterparts. 

 

5. Conclusion  

As an important part of China's national economy, the high-quality development of 

CPA industry plays a key role in improving the overall strength of the national economy. 

Although the CPA industry has a relatively short history in China, in the process of 

promoting the operation of market economy, the industry has realized industrial 

transformation and upgrading, and made great contributions to the maintenance of 
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public interests and the stable development of market economy. Certified public 

accountants are known as "economic police". Through the audit of listed companies, 

it is conducive to ensure the interests of shareholders and investors and reduce the 

occurrence of fraud. Reducing the company's operating risk and standardizing the 

company system will greatly promote the development of China's economy. Although 

the CPA industry has made great progress, there are still many problems in the face 

of the new situation. Combined with the current situation, in order to promote the 

high-quality development of China's CPA industry, aiming at the audit integrity of the 

CPA industry, this paper puts forward the following relevant suggestions: (1) 

standardize the audit business entrustment, (2) strengthen the audit fee standard, (3) 

open the business of "audit" and "consultation", and (4) strengthen the punishment 

for violations.  
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