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4. Results

4.1. Main results

Table 3 shows the means, standard deviations, and bivariate
correlations for the variables. The variance inflation factors for the
regression models are below 1.75, indicating no serious multi-
collinearity problems (Neter, Wasserman, & Kutner, 1990).

Table 4 reports the results of the effects of the institutional
pressures for audit firms. In Model 1, we include only the main
effects of the concerned variables. From Models 2–5, we include
the interactions between FAA and each type of institutional
pressure, respectively. We report the results in Model 6 including
all the interactions, with the results remaining largely the same.

In Hypothesis 1a, we predict that the audit quality of foreign
peers in the same region has a stronger influence on a foreign-
affiliated than a local audit firm’s audit quality. In Model 6, the
interaction between FAA and foreign peer quality is positively
significant (b = 0.26, p < 0.01), though neither of the main effects is
significant. Such results provide support for Hypothesis 1a by
showing that the foreign peer quality has a positive influence on a
foreign auditor’s audit quality, but it does not influence a local
auditor’s quality.
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