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Abstract

An audit is a key mechanism reducing the levels of earnings management because this is an audit process and expressing an
opinion by auditors that financial statements are presented fairly and free from material misstatements. However, many parties
often believe that an audit quality of big audit firm size (Big-4) is better than ones (non-Big 4). The objective of this research
is to study the difference of audit quality between Big-4 and non-Big 4 affecting the levels of earnings management. 77 listed
firms in the industrial goods’ industry group were selected as the sample for collecting and analyzing the financial data between
the period 2011 and 2012. Jones Model (1991) was applied for testing discretionary accruals as a proxy of earnings
management and audit firm size (Big 4 or Non-Big 4) was used as a proxy of audit quality. The result showed that the listed
firms audited by Big 4 have the lower levels of discretionary accruals than those audited by Non-Big 4, but not significantly
(p<0.05). Therefore, the findings could not empirically confirm the audit quality of Big 4 better than Non-Big 4 for reducing

the levels of earnings management.
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