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This study examines the effect of a voluntary auditor change on income smoothing. Investigating a
sample of public companies for 2011-2018, we find that auditor changes are negatively associated with
income smoothing when Big4 audit firms replace non-Big4 audit firms and that auditors consider
previous earnings persistence. Overall, this study provides evidence that new auditors perceive income
smoothing as opportunistic behavior, and this perspective is more prominent for Big4 audit firms. The
results suggest that auditors, compared to investors and credit rating agencies, have a different
perspective on income smoothing and auditors” evaluation depends on the earnings informativeness of

client firms.
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AF(e.g.. Francis et al., 2004)¢] 3+ gt2o o]¢e] F4E 3l oY FAZE d&st=Ad &
2, o] FAst FaFAed B Aol gl sho] ZARIY #HeA EAste A2 ARl 4
(McInnis, 2010) 238 F7HeA980] Z7ktt 479 f9e Fotate v lof 71 H&stn
©(Chen et al., 2017) A7 2= AAE vk 91 A & e ool He glo 1 ¢fnj7t 9l
o whEbA, o]t 7194 olal #AAECNA thal & 4 ith(Chang et al., 2021).
n2 e FaFel #ek == oM EAEHA U= 2 A4E 201195H 2018371A] 7HAR91S] A&
Zgrolth(Dechow et al., 2010). WA 7} o] faAgte] o JgS FEA A E
2 AFE 719 Fa ol @A Aol AHEAG 02N o] fAse] #F AR W AU E
A qgo] Fuigh ARG #A M, ALY 1zt dnt, Wk aFE Y AL MH A5 Al Fete
WAZE 7199 ol frAste] mx= Gl Hste]  FARIC] o] {ASEE AA|skaAt st A gkl E=

Azsknr Sk, we 2Aelo] ool felst A4 Uehdtil, ZaRlel ZAER met ool gdst
= A R

A3 7R AL B SUHE 5 A

2012). SHATE ARl o] fstE 7|9 e ]‘”«] ol A&l whet AolatAl YehteA®

7135949 PFo g vt ] wiito] o]l st AT Tucker & Zarowin(2006)& o] 9
AAete vt 235 Husta Atk A& & A3t o] 87 (earnings informativeness)

, Lee et al.(2009)& 719 50| o] H¢stE o] & S7KI71a, mlF el Z dAjole 7he JJfE:WO]
gto] Baolog oA dete sb7] wie] =& AstEd met o]e A &4 Egt *7}5}3}—*
EA0) AL ME| A Al Fshe Bigd ARG A4 ARE AAEAT.Y 7ol o] d
ALY AS- o] frdskE dAlstast gtk o] A& wRITH o] A& 7 0191%‘55} s

£ AABA T ¥HE | Chang et al.(2021) o o] AABAA I} J& Aol o]
olofrAstel AR he] 2o AAGE Bt WAL oAt nA = = A A
of ZARQle] o] fAstE SAA R Hrtdthe AEA FEE Yee AFEnEd uet 2t
A

A
L

fo rr z2 =d o rE, m\m

A7 2348 w719l oG RARE B A AOR BT % ok
o A JuE AYdEA, ¥ AGAL AH BN AIE gD 2ok A9l Ag @A} Lol
1) B2 7170E 2018972 Agkele o R 20189% 1196 =9 Aoz Qg 7714 ARl A% A=Y Mg 4g&

Zﬂﬂ sle] Sho|th, 7Alel wA | wE Elﬂlﬂlﬁ(Hackenblack & Hogan, 2002)°% E73ka, ZAKRI 1}%5’]1]7} o= 5
H dlezE 717 ARl 2] o)A EYA(Dye, 1991: DeFond & Jiambalvo, 1993)E £ 4 lt}. Hackenbrack &
Hogan(2002)9] 97 A1 A9 9913 ARl 2, o 5UA], ARG 53 #HE olf 52 b FAHeR EFs)
%tk Hackenbrack & Hogan(2002)9] EHoll oahd, 7hakol mAje] ¢le] &9 7hakele] AH] /‘°ﬂ 3k BuEolM nd 7
Sl o] WAL (ERC)7E 7k ¥, WA o]f7F o EUx] 2 A peaet #6E 49d Aol ol dukgAS7t Ha

stk 3, ZAlele] Ag wAAldlE TMH 9le) wat AF-E T ﬁ’é]oﬂ W37} ¥t (Kim & Yoo, 2010: Park & Na,
2016).

2) Kirschenheiter & Melumad(2002 o sk °]°]4 A& ol fdgts 9l daxdelt). & 0|9 RE Fio] U4
(transitory) ]2, o] fetE B3 Aol 4& a3t glee A
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G A wAg o] fdg tle 5o FHEAFL EuT

HolAut EAAowE Solalx] gkt theow 2 AFe AR mA G wA ko] AEA
AR AL AE A mAG o whe} TR A FHE, BAH AEE FA YEha 9E o]
i, o] Aol & Fotd AREA wheh o] dFdst fFAst el A= G Het THFR 9l
of M= Gl Apol7t A=A EAsAT. wA = HA 71E AR mA 9 o] 2 o Hato
Wkl wheh g A, AR mAEke] o) oF 1 e AFATFET AEAHS 7T o]z
gt nA= 9L non-BigddlAl Bigd2e] AL AGZo] AMA K= 7HA I 7199 BT
WA Al Fog 2o #Eds Bk S 4 B ARE YRS ddstele ARdA B EET
AR WA, A ZARIZS] AL F49 atelzh RHA | o] fds) S Hao]o MEAe AR
A= A4S oldfdsE dAlste e AR = st VAVAE ASATIE FA AsE U
nRge oujeltt, &, nFHY AAEI2~E A ETH(Lee, 2018). &, 71 BHFAAE HIRE Fab
Fohe Bigd AR ¢ 7189 o] frdstE o] AEL w2 MEAS 719] Wi & el
AetelE Ago] Bt s Jehd AgE B & o0& <lste] Fr}r} stedsta(Badrinath et al.,
ATt Bigd #ARlIC.Z o] aAH&wA| <} o]e) s} 2t 1989: Michelson, 2000), WEAlo] 7+AdhH o
o folgh 5o HAF L o] FAstY 8 # AEFA o] FAHT] Wl FIHt s B
oto] Zxste dubEAAte A3 1R A4 (DeFond & Park, 1997). 22y 4¥HEAAE
© 2 A Aot} o)A EA Y Aolo] wt I HlmPE W, ARl B AEA A4 3} A
AR Ao w2 Ggho] G EA] A% A7, S AUz goH IS AL g B} g

&0l ZKBFE gA WA |4 fst  PRE AL Gk, mebd gArelel BIgAtEI Al

£ AAlste A=t ¢stE e Ao E YEkT. of gt Frhe 4yt FARET O2A ved 7
A& o] e 7I9EY A5 vl dAjol o] Itk (Lee et al., 2009). T3t & <] A3}
o] Zke] #Ao] Fetrn R VYol AFHuEL] T o|qAEH o E S E N 7Y o] FH
Aoz o wA veERE & Atk (Tucker and  §84 F=ol wheh 2AKRIS F7p7t 2eizitte A
Zarowin, 2006). 3, o|9A&EA o] B 7| E9] = AAkgi

AFEDFLe] 287 gL 7|9ET WA Yepd HZ A A ol F, RIS =1 gE
o= 7 dtell, Al ZaRlol AFEngEd & 5% EE S BHoR FANEHYS

o] o
T a AN
atel 71% o) qdlg AL urk R wlet 7 IS APk Akl AFAE A RE
HE Zvio] et 4 Aok 3 B4 A3 b kel ARAE AFE AR Bizkakel 2kl A
n

F4o] %2 Bigd 24199 4% non-Bigd A 4 @1, A 21913} 18] Al o] <7 2}
o Aguct ol FARE B AR Ao b o) A3 ob1E F U BA 5 AR A

3) ¥ AT E Kim & Yoo(2010)9 &7 WS we} Bigd 7Aele] ofd ZA9ojA] Bigd FARICR mAgt 4$-(NB), Bigd 7
=1 g 7$-(BN), Bigd ZHAKelolA Bigd 7ARRIC R, E& Bigd 7HAlelo] opd ZA-9-oA
Bigd 7HA10lo] obd 7% wA|g 4-%-(BBNN) & £F3it},
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A% Be w7t A5 D Ak ZAel A
A Ak gistel, & A79l Aok 4 71Q9)
& A1 BAhE BAR, A

Azt vAE 9P BATeR

9@% 2t A 2%l A
7 & AT Al 3%
AT Eé AAE, Al 474
Al 5NN FIHE
o 2 Al 6l E B AT

(e
rg, Mo
-4
10,
!
oL -
_& flo
sg o

7GR A A Fol &4} o] EAlehe A B
A3} ola) g0z Qlate] AT R AHA AT
Dale 7halele] ddtel ZaAle]l Zzdw 9
(e.g., DeFond, 1992: DeFond & Zhang, 2014).
o] MEgAdTE(e.g., Johnson et al., 2002;
Ghosh & Moon, 2005: Jenkins & Velury,
2008)2 A1) d719F ZHALEA o] ko] #
A& Busta ook WA, AR wA| 7L 93]
A F4 stor oloXitte AT Aok o]ﬂr
(DeFond & Subramanyam, 1998). 7HAl

Ae 7199 &5 g 3= A= JAEH
o2 E & tH(Sunwoo & Lee, 2021). #AFI
WA HEH AHrEE ZARH 2 B ZAFE S
gk Bkt o d BUA], 7Y A WA 5=

Uﬂ o

960

£ 4 dth(Hackenbrack & Hogan, 2002).
7190] FARRlE AT Ade 1o BE g
& wA Hgo] TR TH(Sohn & Kim, 2004:
Hackenbrack & Hogan, 2002). 2R = &+
otaL, gaklo] BRI AL & el ool
Hyololg 7HaAl7le & A$ AR A 7F Do
g & 9tk(Dye, 1991; DeFond & Jiambalvo,
1993). & 78“’3747} B0l AgFxAst7] 9
g 713794 e T e A A 1
A 7Vsdol 57}6“3} DeFond & Subramanyam,
1998). A Aol e v &o2E AT B
3 B gt FAAES Q14 W3k (Antle &
Nalebuff, 1991: Sohn & Kim, 2004)¢} t%o]
H 918 (information risk) 2] ol wE Faj vl
£9] Z7HFrancis et al., 2017) 55 € 4 ith
AR WA= FARle] AlFste AEES 7
FO 2 non-Bigd ZAFICA Bigd 7AIC 29
WA (NB), Bigd #ZAIGIAM non-Bigd #HARIC
29 WA (BN), Bigd ZARIA thE Bigd A}
olo 29 wA$ non-Bigd 7HAICIAA THE non-
Bigd 71229 WA (BBNN)Z &7 4 2,
71990] ARIE wAlshE 92 WA W whel
g2 vehes Ao2 484 dtk(Hackenbrack
& Hogan, 2002). Hackenbrack & Hogan(2002)
o Aol m=2w, 371990l non-Bigd #ARI
olq Bigd 7AHlezel wAl(NB)E A3E 2%
HAHEA ] A E AL, o weh AL S
718t} Bigd 7HAMQle gl wAY FE &
Aoz 7197 U5 SUATIA o
A1) Adgel ok & 4= ok ¥, Bigd
AFlol A non-Bigd A1 29l WA (BN)E
ARIZE FZRARRL Abel€] oA EUA] 9 non-Bigd
ARIAA Al Edhe iAo R e AL Bayo)

Al

rr rg _1

ol
w o
u}L o oY e olN

Korean Management Review Vol.51 Issue.4, August 2022



Voluntary Auditor Changes and Income Smoothing

Hylo] git}t, 28|B2 BN WA 9] A5, wAlfF
Ao BEAY 71354 PefolA 71
B 4 9t 53], non-Bigd #AIQlIC 29
© A FA EAA O F7tE o]o]A]7] wjZd
& Yoo, 2010; Park & Na, 2016), A}
17} AFED F4o] ¥E 7 ete 74
w2gkt} . Davidson IIT et al. (2005) 4=
/]ﬁo uko 7:]0 -50] 7L/\}o < non-

o2 YT A5l Frhe 2AE

oo & o Kok ore 2

E>LFJ5

01

\_.

Bigd #AR1
A g uk 9k
U A+2 Park & Choi(2001)+= #AKI9 o
A A, AFEEe] £& 7192 non-Big4elA Bigd
Al R wAskaL, wefe] Aol = Bigdol Al
non-Bigd A Z] WAZL dojdti= AHE
Bttt w3k Bigd 7HAele o] wA (NB)7}
01 o_roﬂ‘f: J]_;(.]]Ojgi_oﬂ xHF‘J:X—] tﬂ-/lgOllo] 7]-/\
ste Ao Yeldt), vhH ) Jung & No(2002) 9+
Park & Kwak(2007)2 7ZHARRI wA|waka) A&
2 kol 7ho] frojgt RAE A EHA Rttt
919 dAje} o], Tl AFEL TR wAEk
AFA EAY zre] HH/gol| e EAE AFE
B3t ok & dFda e 7ed dddTES
uhe o 2 ZhARL WA 9 wA| WEke] whet 37
Aol A Hie] dojuh= WskE ASsta, 7199
oAzt ek ZHAKRIC] Ao el A st

gtk &, 71949 AL Aol Hate] AR
%3 Aol A Lk Bapael A ARl B S TR

A= AL H 7t thste] =izt gt

ol
J}ﬂ J
X

Enﬁ

2.2 ZAfel wxet ofelwoist
71952 Biolele MR 2 Wy} dojuh=
22 WAls A} dhth(Kirschenheiter & Melumad,
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2002: Tucker & Zarowin, 2006: Jung et al.,
2013: Yang et al., 2007). Kirschenheiter &
Melumad(2002)= Biro]ele] ME Fo] & 7|9
59 719 77 Aaskr] sl 717k ot
WS fste] 719950l o] fdsts ddst €
Tl AW et Trueman & Titman(1988)-2 ©]
st o]e s I AT ES
o7 Qatq 71 A E A g dta
sttt Tucker & Zarowin(2006) o]+
Ae7t =& 71459 71 Wso] nlgol
O B2 JEE st JoBE, oy 7
o] Hysl= o] JH F840] ¥ Erhe= AHE
AA g, o] st thE F&ol #eto], oY
of M54 et we A 29 v &2 (Jung
et al., 2013; Yang et al., 2007)< € & Ut}
9k, Demergian et al.(2020)2 ©]Y 3t}
Hyolon A 7te] #EAE VMR Qs
o] o]o9] HRFEAS ST 2HE A
gk, 5, d9xlol 7199 mlEol gk AAQl A E
£ R oja|BAAEAA sy Y Alsz
o] F9A3tE Al&(Sankar & Subramanyam,
2001)3k= A5, oldfidstE Fot] HHe| 2
A sy 32 X}%H]% et 59 o2 FAAR 2R
7p gt}

AR o] 0]dGAsE Ele] o] BAAS
AMAYRE ALt 3949 S (Demergian
et al., 2020; Baik et al., 2020)°1%= &3},
A3 o]FHst Ao At FFXY 713+
oA Rl HZE o] FH| SR K
(Goel & Thakor, 2003)°] EAj3tc}. o]2fak
Wb olffst A FHIL AA A

= Walske 247 2 4 9da(LaFond et
al., 2007 e RlEAE AsATle AR =

L
.
Ky

{0

o

o

rlr uﬁ o
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4 9ith(Fudenberg & Tirole, 1995; DeFond
& Park, 1997). &3 o] {A3 7} AHEH] &

SteA|ZIths Aol whaf, o] FAsrt F4
3 A7 glvke 4 (Mclnnis, 2010) 2 o] 9]
T8t =7t =& V9EYTE T E
=0+ % (Chen et al., 2017)%= #1714 w1} 9l
o FEeA, Aele] o] FASE ARl HA
9 (Fudenberg & Tirole, 1995: DeFond &
Park, 1997)& 5131 OL&o}L D 1; 932

7} = 740]14 019} 7L°] izﬁﬂ‘ﬂ ’ﬂ JATE
& o]yt ¢ -] A Kol gAlEel|A ojm ek
FEA tgt =9 (Dechow et al., 2010)
N HHol g5 Al w27 &4
S A
s} &/l B FARER N8B 7P#
ot APAFEol| whal|, ARl
A= HlaA 1 A7 FEA
. Chang et al.(2021)& o] faAz}s}
B 79 o9k £9 #AE EHst,
2atelo] o]e) aalsl @ Ate] Bs
o7 Bt 2%4E Husi. v, I
S5 AUEN, o fdst FETt =& 719Y
Hiolog HRARSIER, F& IAEES
= ZHARI (Bigd, ’\“’d AEaARD) e 75 oY
5 At AT A3 (Lee et al.,
: Park(ZOlZ)*‘ ole}frddstE %?—5& ol9x
= 71989 e =
HE AAE uk gt
71gk uke} o], o]l fdstel wak ARl #
Aol tiste] Wikt 42 &5y oy, At
ol wA7} ?a"ﬂ‘ﬂr 735 Il
el #ek A= = ARoltt. weba B A

i 12 % r
4 = e
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19,

o

2
é, ﬁ_‘ m
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A olefeleh Aol thd 2Aelel Bl B
o, gArel A Al A9 gl B7hE ol g3ted
Azakaa ek wep Akl A F A A
o] oo felshE AP U] FHow ol
W, A o|% o fisel felg Wart LojuhA
S Folth Wl A1g) ajle] ool fse] B
8 AR Adolele] 37 EE Hi0]o)S 93
A7E ez B, A 24 F 1E
ol fedsh A%S Al & Aol 9ol =)
g o gael LA ool g st 2ol B
o EAEHEA AZe) A A 1-12 AT

M 1-1: Ak mAle w719 ol fa
2} o] W Rol)

Hackenbrack & Hogan(2002)°] A|AIZ ZA
2 7ol mA7F 7197k 22 2407 o] 2o
A=A (NB), obq® B gzke] 713 F2] 4 gl A
A ZE A=A (BN) ol whet A 2Ae1e] o] fdd
Stol] tigh 717k debd Aol Kim & Yoo(2010)
= 7190] o] 2HE FA] Y3t BHe=w w
A7} 5 Hweko 2 o] Zo)zthH (BBNN) . B A
7199l vlal 7199l A A dAg o] STkt
NZARE AN BIAT. BBNN< Hao]9fd tig
g o] B 295°] nA= 9%l BN NBY
TR A5 7bsAol dthH(Kim & Yoo, 2010).
AR AAEE S AFete AAeRe] WA

ZARR1L u 7HAL
A}owr e

o & M 24
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7Hd 1-20 AR Al gkl wet o]t
of mAlE dgo] @b Aot

2.3 O|2x|Edol| e ZAIRl

QYDA E FAAE] ool fsE FHA
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i@]r F e, o] Mgk 7]
To wet gebd 4 ek whef
‘1] Aoz e,
e, Al9) ZRARIo] 7]
HFAA R vgti s W0l
o] 5% YAA (transitory)
, 71940l o] frdstE
Z AEHLE o] st
sttt (Kirschenheiter &
ol whet o] o
A3l m ]t gl i}olﬂ A=A ASat7] 21a)

>~
—_
N,
fin
lo,
=)

9

b Lo
ja
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i

oX,
=2
=i’y
X,

\
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19,
o
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o
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ifiu}
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%9
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>
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rﬂ,

ot rS o v LN ]g 3 R =N U <!
©
[
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[e]

ko

2%
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-

oX,

o

9,
pas
2,
o)
fo
N
[
to 2
ofy 12
iy o
5 |3

7Hd 20 719l ol A S e et At
@A} ol frdste] vAE Fgo] &

Il E=2a A7

3.1 E=

2011958 20189714 f7H5dA% & 224
IZNG F AxGE AN R gt AR
AguA 7t Bl ng, BE 7|7He 7)ol A
BAE AA o]l 2018W7A = AFeITt. &
Lo T3-20003 DataGuided|A AA AZY 7]
A = B4 et A7t EAske 719t 7
ARRD A9k FEF A ARl ZHAke 7193 EE
717 W 23] o] ARRIS wA g 7]19-S A9 sk
o ES o] fHstE o] &3 B Hadh AT
Ag7t FEEo Qe V1dT BY A &3 7
glo] 107 mrol 719d, 370 2 Lo r B¢

ool ARA wYAS 7T 4 9k 9. 27
é”ﬂﬂ 1290] ohd 714& FEA A 9at

4 1/«] %ioi %74 (winsorization)sFith.
(Table 1)& ¥ 7|7k9] 20113 %E 201847}
A A ZE 71 T AAR Al BEeh wAl

719ES i e® BBNN, NB, BN9 #¥= 7}
ZF AAska Tk, A Aol Zalel wAet o
H

ol A3 AFES T2 non-Bigd AL
A Bigd #AF1e 2] wAl (NB)9 Bigd #AISI]
A non-Bigd AARICZe] WA (BN)E ¥4 t
°2 3} (Jung & No, 2002). &t A4 A

4) oleast Ass
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(Table 1) Distribution of auditor changes

Auditor Change

Yes

No Total

440 (10.64%)

3,695 (89.36%) 4,135

Direction N

non-Bigd — Bigd 59 (1.43%)

Big4 — non-Big4 103 (2.49%)

Bigd — Bigd

0,
non-Bigd — non-Bigd 278 (8.72%)

7199 % BBNN9 H|%< 1#3sle], BBNNY 93
< UL LRI

3.2 BiF=y

£ ATE Tucker & Zarowin(2006)2] o<
Agt A5 7o R o] fdst AFE T4t
Aok AARRIY] WA § dojues o] s A
o] WigtE SA kA, AR wAZE dojd td =
g 7|0 ® t+3dEA Y o] RstE St

Att. Tucker & Zarowin(2006)9] 4 WH-
A @A AN (discretionary-accruals) e #3
(ADAP)7} 2% A 3710l (pre-discretionary
income) 2] WsH(APDI) ¢ Grpt ## o] Q1A
g SAote o] fdsle A=E FAe o] F

A e A TG Wsheo] 24 A 371l

o
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%0,
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S
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et
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2
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2

()

L Ay rjg Hz oox o U

ko] Fgskltt. ol Hast FHA = AFA
o wistel 24 A B7lwoldel ¥t 7t t7]
B t+37174A1 9] #SAE o] &7 Aol
AFolM e AFA o] Hshe 24 A 97
ofeje] Wz} Zke| @A Tl F (-
skl Al gkol Skl wet o] wddt 4
A =5 2 el

]

4o

fo
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19
XN,
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lo,
|\
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(Table 2) Descriptive statistics

Variable Mean Std Min Q1 Median Q3
IS 0.646 0.562 -1 0.585 0.935 0.991
CHANGE 0.106 0.308 0 0 0 0
BBNN 0.067 0.250 0 0 0 0
NB 0.014 0.119 0 0 0 0
BN 0.025 0.156 0 0 0 0
PERSIST 0.198 0.480 -4.965 -0.103 0.172 0.489
BM 1.206 1.072 -21.963 0.577 0.987 1.562
SIZE 19.470 1.530 15.878 18.378 19.118 20.243
LEV 0.125 0.146 0 0.042 0.094 0.175
OWN 0.397 0.164 0.016 0.271 0.387 0.509
FOR 0.077 0.115 0 0.008 0.026 0.100
BETA 0.899 0.441 -2.460 0.594 0.886 1.188
VOL 0.476 0.342 0 0.342 0.431 0.553
WACC 0.053 0.017 0 0.043 0.052 0.063
LARGE 0.139 0.346 0 0 0 0
UE 0.006 0.144 -1.746 -0.023 0.002 0.028
2 A7) AY Bl e HolH, UFEFARE 4.2 Az
(OWN)# & =RA & (FOR) 9 Bt (F91F) <
Z+7+ (0.397(0.387), 0.077(0. 026)015}. A A A <Tab1e 3>°ﬂ/\1 HEE 7he] mlojs A A

AH(BETA)S Ao 5= 4
0.886% 1Rt} Gy 3459 &<] —F;*J(VOLM
i F95E 0.4763 0.4310)0}, 75 AFAE
Hl&(WACC) ] %7 9% 0.0537 0.052
2 2HEH] 0] qto] oF 5.3%°1H, UINtE 7193
(LARGE)®l &3l 7199 2 0.1392 %
oM thit2 719N S (LARGE) °ll &3k 719 <
14% 2 vyttt 271 w71dio| 2 (UE) 9] B3
4= 44 0.0063 0.0020]t}. EAolA] A&
3 BARMGFEY EFAFS AR APt
FrAFSHAl RSt
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L<

-7Kd 18l 4%

oA

2L

ariance Influence
Higko] 2.64% 47}
Aoz e

REAES

1% °ldie]

FHor dsE T £4. O/CW
(CHANGE) ¢} 741T7} -0.0462.2 &9 F3
ok BEAH o2 folakA] &
2 aAYge nejse @
FAINRS]

B At

| vebsich o
(2)E 29nd, Bigd
o)A ThE Bigd ZARICZ WAG A9

non-Bigd 7HAFIe|A T2 non-Bigd #ARICZ
W73 7 $-(BBNN) ¢ Bigd 7AFlIe| A non-Bigd

ol WA 7Arel o= wA| sk
FaFs A 4 Yetf Ak BAA R foatA] sttt a8y
° Ao non-Bigd FAFIA Bigd Allez WAT A

d5(BN) & Fae 52

(Table 4) Auditor changes and income smoothing (H1)

H==
To=

Variables

Intercept
CHANGE
BBNN
NB

BN

BM

SIZE
LEV
OWN
FOR
BETA
VOL
WACC
LARGE
UE

Year
Industry
Observations
Adj R?
F-value

Hi-1 H1-2
Coeff (t-value) Coeff (t-value)
1.393 (6.68) " 1.408 (6.75)***
-0.046 (-1.64)
-0.024 (-0.70)
-0.165 (-2.28)**
-0.038 (-0.67)
-0.023 (-1.95)* -0.023 (-1.97)*
-0.012 (-1.24) -0.013 (-1.29)
-0.373 (-4.03)"** -0.372 (-4.02)***
0.174 (2.92)"" 0.173 (2.90) ***
0.139 (1.45) 0.139 (1.45)
0.163 (4.84)** 0.165 (4.88)***
-0.498 (=7.67)** -0.500 (-7.69)***
-3.371 (=3.77)*** -3.451 (-3.85)***
-0.008 (-0.23) -0.007 (-0.22)
0.033 (0.33) 0.040 (0.39)
Included Included
Included Included
4,135 4,135
0.040 0.040
5.32"** 5.14%**

k%%

. and *** denote the significance at 10%, 5%, and 1% level, respectively.
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(Table b) The effect of earnings persistence on the relation between auditor changes
and income smoothing (H2)

Variables

Intercept
CHANGE
BBNN

NB

BN

PERSIST
CHANGE+#PERSIST
BBNN+*PERSIST
NB+*PERSIST
BN+*PERSIST
BM

SIZE

LEV

OWN

FOR

BETA

VOL

WACC
LARGE

UE

Year
Industry
Observations
Adj-R?
F-value

H2-1 H2-2
Coeff (t-value) Coeff (t-value)
1.406 (6.86) """ 1.424 (6.94)"**
-0.073 (-2.46)**
-0.061 (-1.65)*
-0.143 (-1.95)*
-0.065 (-1.13)
0.205 (10.01)*** 0.205 (10.01)***
0.200 (3.24)"**
0.214 (2.77)"*
-0.041 (-0.24)
0.265 (2.24)**
-0.008 (-0.68) -0.008 (-0.86)
-0.017 (-1.70)* -0.017 (-1.77)*
-0.339 (-3.73)*** -0.337 (-3.70)***
0.159 (2.71)"* 0.158 (2.70)***
0.108 (1.15) 0.111 (1.18)
0.143 (4.32)** 0.146 (4.39)***
-0.443 (-6.92)"** -0.446 (-6.96) """
-3.249 (=3.70)*** -3.331 (-3.78)***
0.009 (0.28) 0.010 (0.29)
0.036 (0.36) 0.045 (0.44)
Included Included
Included Included
4,135 4,135
0.072 0.073

* ok

wom (A4 -0.061, tat: -
ARIG|A] Bigd ZAReloz W

.65), non-Bigd %
3k

pud

FFAH BARCE F% 2()9 B

ok (A4 -0.143, t3k: -1.95).
olex&A 7re] wEES A EM, BBNNZ A
FollA, BN# 21449 as

3o WeFS 1% +

& 5% 2 BAROE F9AT F(+

. and *** denote the significance at 10%, 5%, and 1% level, respectively.

4%(NB), 10% @9 741
d4ol et &4
ARl wwA

e
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g =4
el #e  Ee
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5% 0|9 49152 SJAlekaAt e Svlo] ghaeic)
FEA, o] 4e] F7K5% 7199 ARR
2FAe] A5HEE A9 B0l 7199 o9
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%, oleld £3 ke WY WA A9 FAIlo]

e}

i)
o=
o

~
ol
re
lo,
o

Az BAELe FAAY 2

ARl Hth 98 Aot fof s Yebdtt
TANTE & 5T ol st A (IS) %
fFolg WA vehlle s 2F (2)9 84
Aset sl et 5 71%AR & (LEV)
7 g FFALE(OWN), A=A L& (FOR), A
AR (BETA), F45282] #4HVOL), 715

(Table 6) Big4 Auditors perspectives to income smoothing

Panel A Auditor changes and income smoothing

Variables 1.V = Changes 1.V = BBNN, NB

Coeff (t-value) Coeff (t-value)

Intercept 1.408 (5.24)*** 1.449 (5.38)***

CHANGE -0.047 (-1.20)

BBNN -0.009 (-0.21)

NB -0.156 (-2.09)*

Controls Included Included

Year Included Included

Industry Included Included

Observations 2,337 2,337

Adj-R? 0.055 0.056

Panel B: Earnings persistence and income smoothing

Variables

Intercept
CHANGE

BBNN

NB

PERSIST
CHANGE+#PERSIST
BBNN+#PERSIST
NB#*PERSIST
Controls

Year

Industry
Observations
Adj-R?

[.V = Changes [.V = BBNN, NB
Coeff (t-value) Coeff (t-value)
1.446 (5.46)*** 1.484 (5.57)***
-0.076 (-1.78)*

-0.057 (-1.12)
-0.139 (-1.83)*
0.198 (7.01)*** 0.199 (7.02)***
0.130 (1.47)
0.163 (1.60)
-0.035 (-0.20)
Included Included
Included Included
Included Included
2,337 2,337
0.080 0.080

EE TS
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. and *** denote the significance at 10%, 5%, and 1% level, respectively.
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