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How Does Motivated Fund Ownership Affect
Auditors’ Response Intensity?

HUANG Xiaobei', SONG Yunling’, WU Hao’

(1. School of Economics and Management, North China University of Technology, Beijing 100144, China;
2. School of Economics and Management, Inner Mongolia University, Hohhot 010021, China;

3. School of Accounting, Southwestern University of Finance and Economics, Chengdu 611130, China)

Summary: Under the current policy background to “promote the transformation of residents’ savings into investments”,
public mutual funds have garnered significant attention as key wealth management instruments, particularly for their
influence on corporate governance and auditing processes. The recent “Nine National Measures” further emphasize public
mutual fund reforms, amplifying their role as “active shareholders”. Leveraging their professional expertise and substantial
equity holdings, public mutual funds may engage in corporate governance, thereby shaping investee companies’ business
decisions and information disclosure. However, due to resource constraints, their supervisory incentives vary depending on
the portfolio weight of invested firms. Against this backdrop, critical questions arise: Can public mutual funds effectively
function as “active shareholders”? Do their governance activities generate spillover effects on other market participants?

From the audit risk model perspective, this study posits that motivated fund ownership reduces auditors’ response
intensity by mitigating the risk of material misstatement. Using data from Chinese A-share listed companies from 2017 to
2023, this study empirically examines the impact and mechanisms of motivated fund ownership on auditors’ response
intensity. The results demonstrate that motivated fund ownership significantly reduces auditors’ response intensity,
underscoring its positive role in corporate governance. These findings remain robust after addressing endogeneity concerns
and conducting robustness tests. Heterogeneity analysis reveals that the effect is more pronounced in firms with lower
auditor competence, higher key audit matter risks, or weaker corporate governance. Mechanism tests indicate that motivated
fund ownership lowers auditors’ response intensity by reducing operating risks and enhancing information transparency.

This study contributes to existing literature in the following aspects. First, it advances research on key audit matters
by analyzing audit report disclosures to elucidate the “black box” of audit processes. Second, it broadens the scope of fund
governance functions by examining supervisory motives through the lens of information verification, a departure from prior
work focused solely on corporate decision-making. By linking fund governance to audit outcomes, this study deepens the
discourse on the interplay between institutional investors and auditors as dual governance mechanisms. Third, the findings
of this study have practical implications. In the regulatory framework of the China Securities Regulatory Commission
(CSRC), public mutual funds are regarded as professional investment roles in the capital market and carriers for inclusive
finance, entrusted with the long-term mission of serving household wealth management and meeting the financial needs of
the real economy. The results can provide policy insights for a better understanding of the mechanisms through which
institutional investors exert governance effects, fostering institutional investors, and accelerating the high-quality
development of public mutual funds.

Key words: motivated fund; auditor responses; operating risks; information transparency
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