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Abstract 
We examine whether auditor regulatory oversight affects the value of financial statement audits. 
Using the PCAOB international inspection program as a setting to generate within country 

variation in regulatory oversight, we find that non-U.S. auditors inspected by the PCAOB gain 4 
to 6% market share from competing auditors after PCAOB inspection reports are made public. 
When inspection findings reveal that an auditor has many engagement-level deficiencies, market 
share gains following inspection reports are significantly smaller. Our evidence suggests that 
regulatory scrutiny increases the assurance value of an audit and highlights the role of public 
regulatory oversight in the audit market. 
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