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This study introduces the theory of “span of control” in management science into
an auditing context. The study examines the relationship between audit partners’ span
of control (surrogated by auditors’ number of clients) and audit quality (surrogated by
clients’ financial restatements and real earnings management) to examine whether
audit partners’ span of control serves as an important factor influencing audit quality.
The study hypothesizes that the positive relationship between large client base and
audit quality may not persist endlessly because the enormous client base will probably
turn out as a detrimental factor to audit quality due to overlarge span of control.
Data were collected from the TEJ data bank with complete corporate information
from 2004 to 2013. Empirical results indicate that clients of the audit partners with

"broad span of control” conduct more real earnings management. In addition, audit



market competition was found to have a moderating effect on the relationship
between auditor's span of control and both client restatement and real earnings
management. Results of this study can thus help answer how the unique requirement
of "dual signature” system in Taiwan works in the gauge of audit quality. Results of
this study provide answers about whether a non-linear relationship between number of
individual auditors’ clients and audit quality exists. Finally, results of this study are
able to highlight concern on the issue of audit partners’ span of control and serve as a
supplement to literature regarding audit quality.
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