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This study investigates the relationship between the simultaneous appointment of an auditor for a
supplier and its major customer, and the resulting audit efficiency. When the same auditor audits both
companies, information pertaining to relevant economic activities within the supply chain can be shared
with the audit team, potentially enhancing audit efficiency. However, if a supplier appoints a common
auditor with opportunistic intentions, such as to obtain information about its major customer, the
auditor’s informational advantage may be exploited to increase bargaining power over the supplier,
leading to inefficiency. Using a sample of 4,188 firm-years of KOSPI-listed firms from 2011 to 2022, this
study’s empirical results indicate that supply chain common auditors demonstrate relatively higher
efficiency. Specifically, they are associated with lower audit fees and fewer audit hours, while maintaining
higher audit quality. These findings provide empirical evidence of the enhanced efficiency of supply chain
common auditors and offer valuable insights for regulators and stakeholders.
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(Table 1) Descriptive Statistics

Variables Mean Median Std.dev 1% 25% 5% 99%
ABSDA 0.036 0.028 0.032 0.000 0.013 0.050 0.171
AHOUR 7.453 7.306 0.832 5.945 6.866 7.917 10.041
AFEE 11.829 11.695 0.916 10.126 11.156 12.358 14.473
ScC 0.043 0.000 0.204 0.000 0.000 0.000 1.000
SIZE 27.254 27.000 1.506 24.441 26.243 27.969 32.010
DEBT 0.469 0.478 0.195 0.081 0.317 0.616 0.935
LOSS 0.394 0.000 0.488 0.000 0.000 1.000 1.000
TA -0.028 -0.027 0.063 -0.260 -0.059 0.005 0.153
MB 1.182 0.834 1.112 0.151 0.520 1.406 6.819
ROA 0.015 0.022 0.067 -0.293 -0.000 0.049 0.163
LARGE 0.305 0.269 0.156 0.049 0.188 0.405 0.741
FORN 0.093 0.041 0.123 0.000 0.013 0.127 0.620
TENURE 1.452 1.386 0.585 0.693 1.000 1.945 2.708
OPINION 0.006 0.000 0.082 0.000 0.000 0.000 0.000
BIG4 0.597 1.000 0.490 0.000 0.000 1.000 1.000
DA -0.002 -0.004 0.047 -0.133 -0.031 0.024 0.140
LIQ 1.895 1.384 1.650 0.420 0.990 2.066 10.753
INVREC 0.291 0.285 0.120 0.047 0.200 0.372 0.615

Variable definitions: ABSDA = the absolute value of discretionary accruals based on performance matched discretionary
accruals model(Kothari et al. 2005): AFEE = natural logarithm for audit fees: AHOUR = natural logarithm for
audit hours: SCC = dummy variable that takes the value of 1 if the supplier hires the same accounting firm as at
least one of its major customers as its auditor in the same year, and 0 otherwise: SIZE = natural logarithm of total
assets: DEBT = total liabilities divided by total assets: LOSS = a dummy variable that equals 1 if the firm's net
income is less than zero, and 0 otherwise: TA = total accruals of the previous year: MB = the ratio of market value
to book value of equity:; ROA = net income divided by total assets: LARGE = ownership ratio of the largest shareholder:
FORN = ownership ratio of foreign investors: TENURE = natural logarithm for auditor tenure; OPINION = a
dummy variable that takes the value of 1 for unqualified audit opinion and O otherwise; BIG4 = a dummy variable
that takes the value of 1 if the firm's auditor belongs to the BIG4 auditors and 0 otherwise: DA = discretionary accruals
based on performance matched discretionary accruals model(Kothari et al. 2005); LIQ = Current assets divided by
current liabilities: INVREC = the ratio of the sum of inventory and accounts receivable divided by total assets.
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WA, RS 3 AP 2 5 (0)9 d Ateldl 2 ()9 BRRAE I A
TAAE Boloy FAACEE foohA] Rdtt.  FH APMEIAE AlFste] 93ty
g, AR AR AiAleE 0.922 1 s dAdTE de
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(Table 2) Correlation Coefficients among Variables

Variables ~ ABSDA AHOUR AFEE ~ SCC SIZE DEBT L0SS  TA MB ROA LARGE FORN TENURE OPINION BG4 DA LIQ

Zhy 2rol R RE

=)

AHOUR — -0.02

AFEE 000 092

SCC 0.0 001 -0.02

SIZE 0,04 084 078" 0.01

DEBT 0.02° 017" 019" 008" 014"

LOSS 0.02°  -0.25"* 022" 0.03™* -0.17" 031

TA 002 -0.07 -0.09"* 001 -000 013" -0.12"*

MB 012" 000 003" 001 -0.07* 008" 0.04™ -0.10"

ROA 0.00 0097 0.06™ 002" 022" -0.36™ -0.69"" 017" -0.05"

LARGE ~ -0.00 008" 007" 011" 010" 004 -001 001 -0.00 009"

FORN  -0.02 043" 041" -000 051" -0.20"" -0.23"* -0.04* 0.05™ 022" 003"

TENURE ~ -0.04™" 0.04™* 000 001 009" -0.07" -0.06™ 000 -0.08"* 006 -0.03" 015

OPINION 0.0 000 001 007" -0.05"* 0.06™ 007 -0.07"" 0.04™ -0.20"" -0.03™" -0.00  -0.02

B4 0010 043" 036" 01077 0417 003" 013" <002 001 012" 018" 026" 018" -0.00

DA 001 <007 <007 <001 -0.06™" 005" -0.00 001 -0.02 000 -0.02° -0.09"" 0.0 S0.00 -0.04™

LIQ .00 014" 015" 002 0147 069" 016" 010 -0.01 018" -0.05"* 019 0.02° 003" -0.06™" -0.03"
INVREC 007" -0.21"" -0.21""" -0.00  -0.29™* 0.14™* -0.03" 010" 001 004" 001 -0.15™ 003" 003" -001 010" -0.11""

¥ F19202

]

=

a) All variables are defined in {(Table 1).
b) The t-statistic are based on standard errors that are clustered by firm. *, **, and *** denote significance at the 0.10, 0.05, and 0.01 levels,
respectively.
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4.2 AEEM 41 W7 S A dgde] Adigt(ABSDA)
A u, FFY FELARI(SCO)L -0.004(t8 =

4.2.1 714 10l sl 2423 -1.68)2 10% #FelzdA wald &)< 34
Agghs Jehideh 'Y ole 359 38l

A7 7K 1M e Aol 719 = e 7:}*}01011 Hla) ZAEE o] wa& g
LAAE B HAtske 2 % aA %L 4F  SANSEY AT APd T TR A
HEAL AbolE AT A (2)9] FARA 2 EAT(lEs 9f 2014) HFS&FSE 2019)

Iz (Table 3)° AAHo e}, FAHC R, F5 AEA oz (Table 3)9 23+ TH% T4

(Table 3) The Effect of Supply Chain Common Auditor on Audit Quality

Dep. Var.= ABSDA
Variables Model (2)
Coefficients t-stat

Intercept 0.062 517
SCC -0.004 -1.68"
SIZE -0.001 -3.13"**
DEBT 0.005 1.83*
LOSS 0.002 1.28
TA 0.012 1.52
MB 0.003 6.75""
ROA 0.037 3.427**
LARGE 0.005 1.50
FORN -0.001 -0.24
TENURE -0.000 -0.07
OPINION 0.014 2.31%
BIG4 0.001 1.32
YR & IND Included
Observations 4,188
adj. R? 0.074

a) This table presents the regression results of following Equation (2), using ABSDA as the dependent variable.
ABSDA;=ag+a;SCCi +aoSIZE +asDEBT; + a4LOSS; +a5TA; + agMB; + a;ROA; + asLARGE + agFORN; + a1 0 TENURE,
+0a;;0PINTON, +0;9BIG4 + YR +IND +¢, (2)
b) All variables are defined in (Table 1).
¢) *, ™, and *** denote significance at the 0.10, 0.05, and 0.01 levels, respectively.

10) 49975} @l @ AT FEY SEAIA] BIFA VS GBE BAA FAE) ) @, ol ¢ AT 2
Ml Y FEWRIY FE4L AUAOE Rl ol ge EE ) #7399 Zas Rua 9o oldd BARE
Qi 6] /A E20 LS olgetl 9 4ES ATAS LA G

ZAESIAT M54 H2% 20254 42 487



(Table 4)9] 9% Gl FEHF7} AL

AAZIF(AFEE) Y W, 359 35 2A1(SCC)
2 -0.094(t3 = -2.60) 2.2 &(-)9 IAASFE
HoH, 1% ol BAFCR sttt ol

& Ak fgARle] TR719% FoudE FA
Ko

WA B RS} opIke S A4k
W, 3EY FEAAIC 3 AN $59
FHY ANS BEA] PAYTY £2HE ¥
2SS BRI FES R AT
FAMG 220 AA R, 7GR (SIZE)
7h 33 $ANE(DEBD O] £, 9159 A %&
(FORN)®| ££%%, el B34 (BIGH)
o Slaf FAF el Tl A% pAEATE Sbehe

(Table 4) The Effect of Supply Chain Common Auditor on Audit Fees, Audit Hours

Dep. Var.= AFEE

Dep. Var.= AHOUR

Variables Model (3) Model (3)
Coefficients t-stat Coefficients t-stat
Intercept 0.145 0.82 -4.047 -26.42""*
SCC -0.094 -2.60""* -0.084 -2. 67"
SIZE 0.403 62.86""" 0.400 72.027*
DEBT 0.408 7.88*** 0.260 5.81**
DA -0.357 =257 -0.297 =247
MB 0.035 5.34** 0.023 413"
LIQ -0.013 -2.39™ -0.004 -0.99
INVREC 0.229 3.56™" 0.248 4 .46%F
FORN 0.661 9.60™** 0.367 6.15""
TENURE -0.019 -1.67" -0.029 -2.94%**
OPINION 0.189 2.10™ 0.186 2.39™
BIG4 0.219 13.79%** 0.299 21.73"*
YR & IND Included
Observations 4,058
adj. R? 0.796 0.817

a) This table presents the regression results of following Equation (3), using AFEE and AHOUR as the dependent variable.
AFEE(AHOUR)=ag+a;SCC; +0a2SIZE +asDEBT, +asDA; +asMB; +agLIQ; + a7 INVREC, +asFORN; + e TENURE;

+0a;00PINION; +a;;BIG4; + YR+IND+¢; (3)
b) All variables are defined in {Table 1).

¢) ¥, ** and *** denote significance at the 0.10, 0.05, and 0.01 levels, respectively.
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4.3 F7EN

4.3.1 ZAEAL] A SHAE o] &3 4
ZEN M A ool Az ABSDA)S

ol A HS] A5 t¥ste AN EZ FHA] &
T 5E ovleitt

ole] & A7 wA A AZ TAEA] &4
2 AREste] 7Hd 1o g AlRA S st 3
Aol A& Z438t7] 98] Dechow and Dichev
(2002)4 & fre NS TH5UTE HAsta
271 - 371 - 2)e] d9dss ey dHE ndd

ko] Aok TN A (AQ) = B stA
McNichols(2002)2 Dechow and Dichev 28

o] AR S Eol7] S =Y WEH AuAitE

F7het AAsA. ol & vl R & AFE

ohel 4 $3io] Wy A3 230

He &O
2y
(4)E ]
TCA =oy+ o, CFO,_+0a,CFO,+a;CFO,

+a,AREV, +a,PPE, +¢, (4)

4714,
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AREV : w9 HEgd;
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A AuE xeta Slo] 34 At A& &

(Subramanyam 1996). °l& 297} 71359 2 dFe @) el =Ed ko] ddigs
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(Table 5) The Effect of Supply Chain Common Auditor on Audit Quality
(Alternative measure by accruals quality)

Dep. Var.= AQ
Variables Model (2)
Coefficients t-stat

Intercept 0.063 432
SCC -0.009 -2.62%**
Control variables Included
YR & IND Included
Observations 3,990
adj. R? 0.091

a) This table presents the regression results of following Equation (2), using AQ as the dependent variable.
AQi=ap+a;SCC,+0aSIZE + asDEBT: + a4 LOSS; +asTA; + agMB; + a7ROA; + as LARGE + agFORN; +a; () TENURE;
+a;;OPINION; +a;5BIG4; +YR+IND +¢; (2)
b) All variables are defined in (Table 1).
¢) *, ¥, and *** denote significance at the 0.10, 0.05, and 0.01 levels, respectively.

SR Widlel TH197 FanAE B9 A
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o] ZAEAol ¥ Erhe A& AlAkeith gt 719w Ao R IR FEHARIY 284
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(Table 6) The Effect of Supply Chain Common Auditor on Audit Quality
(Sample using only publicly available major customer names)

Dep. Var.= ABSDA Dep. Var.= AQ
Variables Model (2) Model (2)

Coefficients t-stat Coefficients t-stat
Intercept 0.107 3.64™* 0.065 1.51
SCC -0.005 -1.88%** -0.010 -2.51%
Control variables Included
YR & IND Included
Observations 670 635
adj. R? 0.065 0.135

a) This table presents the regression results of following Equation (2), using ABSDA and AQ as the dependent variable.
ABSDA(AQy) =ap+a;SCCy +aSIZE +asDEBT; +a,LOSS; +asTA, + agMB; +a7ROA; + as LARGE; + agFORN,
+a;0TENURE, +a;;OPINION, +a;2BIG4; + YR+IND +¢; (2)
b) All variables are defined in (Table 1).
¢) *, ™, and *** denote significance at the 0.10, 0.05, and 0.01 levels, respectively.

(Table 7) The Effect of Supply Chain Common Auditor on Audit Fees, Audit Hours
(Sample using only publicly available major customer names)

Dep. Var.= AFEE Dep. Var.= AHOUR
Variables Model (3) Model (3)

Coefficients t-stat Coefficients t-stat
Intercept -0.947 -2.38%** -3.688 -11.41%**
ScC -0.080 -2.09™ -0.084 -2.60™"*
Control variables Included
YR & IND Included
Observations 652 652
adj. R? 0.792 0.803

a) This table presents the regression results of following Equation (3), using AFEE and AHOUR as the dependent variable.
AFEE(AHOUR)=ay+0a;SCC, +a2SIZE +asDEBT, + ayDA + asMB; + asLIQ + a7INVREC, + asFORN; + ag TENURE,
+a;00PINION; +a;;BIG4;+ YR +IND +e¢; (3)
b) All variables are defined in {Table 1).
c) *, ™, and *** denote significance at the 0.10, 0.05, and 0.01 levels, respectively.
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(Table 8) Sample Descriptive Statistics Before and After Entropy Balancing

Eaaiay

Variables

Before entropy balancing

After entropy balancing

SCC=1

SCC=0

SCC=1

SCC=0

Mean

Var

Ske

Mean

Var

Ske

Mean

Var

Ske

Mean

Var

Ske

SIZE
DEBT
LOSS

TA

MB

ROA
LARGE
FORN
TENURE
OPINION
BIG4

27.407
0.499
0.225

-0.023
1.308
0.026
0.415
0.122
1.502
0.039
0.854

1.238
0.039
0.175
0.003
1.670
0.004
0.042
0.023
0.352

0.118
-0.374
1.315
-0.153
2.561
-1.676
0.216
2.004
0.356
4712
-2.008

27.265
0.469
0.252

-0.028
1.168
0.015
0.296
0.103
1.468
0.005
0.614

2.328
0.038
0.188
0.004
1.198
0.004
0.022
0.015
0.351
0.005
0.237

0.881
0.054
1.140
-0.489
2.745
-1.863
0.812
1.868
0.409
13.725
-0.468

27.407
0.499
0.225

-0.023
1.308
0.026
0.415
0.122
1.502
0.039
0.854

1.238
0.039
0.175
0.003
1.670
0.004
0.042
0.023
0.352
0.038
0.125

0.118
-0.374
1.315
-0.153
2.561
-1.676
0.216
2.004
0.356
4.712
-2.008

27.390
0.499
0.226

-0.023
1.307
0.026
0.415
0.122
1.501
0.039
0.853

1.237
0.039
0.175
0.003
1.669
0.004
0.042
0.023
0.351
0.038
0.125

0.167
-0.370
1.304
-0.154
2.564
-1.675
0.220
2.007
0.361
4.700
-1.994
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(Table 9) The Effect of Supply Chain Common Auditor on Audit Quality
(Regression results of entropy balancing)

Dep. Var.= ABSDA
Variables Model (2)
Coefficients t-stat
Intercept 0.069 2.27"
SCC -0.005 -1.95%
Control variables Included
YR & IND Included
Observations 4,188
adj. R 0.165

a) This table presents the regression results of following Equation (2), using ABSDA as the dependent variable.
ABSDA;=ay+a;SCC; +aSIZE; + asDEBT; + a4, LOSS; + a5 TA¢ + agMB; + a7ROA; + asLARGE; +agFORN; + ;) TENURE
+0;;0PINION; +019BIG4; +a3sIMRy + YR+IND +¢; (2)

b) All variables are defined in {Table 1).

c) ¥, **, and *** denote significance at the 0.10, 0.05, and 0.01 levels, respectively.

(Table 10) The effect of Supply Chain Common Auditor on Audit Fees, Audit Hours
(Regression results of entropy balancing)

Dep. Var.= AFEE Dep. Var.= AHOUR
Variables Model (3) Model (3)

Coefficients t-stat Coefficients t-stat
Intercept -1.165 -2.67" -4.338 -10.24***
SCC -0.086 -2.55""* -0.071 -2 .58**
Control variables Included
YR & IND Included
Observations 4,058 4,058
adj. R? 0.798 0.787

a) This table presents the regression results of following Equation (3), using AFEE and AHOUR as the dependent variable.
AFEE(AHOUR);=ay+0a;SCC; +a2SI1ZE; +a3DEBT; + ayDA; +asMB; + agLIQ; + a7 INVREC; +asFORN; + ag TENURE
+a300PINION; +a;;BIG4; +YR+IND +e¢; (3)

b) All variables are defined in (Table 1).

c) *, ™, and *** denote significance at the 0.10, 0.05, and 0.01 levels, respectively

4.3.4 Heckman's Two StageZ o]-&3F ¥4
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kit

TFAR R DA M= Ta%
S TEHUTE o1, Probi
Mills Ratio(IMR)< At&3}
/‘i oﬂ:rLu—aﬂ
1A 23ollN T3
Ae7] e dPdTE 2
FI4(ROA), AAABAARIY o R(ISA), A2
53 (CURR) ¢ vl 554
(NONCU)E 23399t Johnstone et al. 2014;
Huang et al. 2014).

= =4

< A

3|4 & (TURN), ¥%

AlE} 3

I-O
|->|
>

0.
ne

SCC,=ay+a

TEHAR] oA H +a,T

\SIZE, + 0, ROA, + a,ISA,
URN, + o, CURR, +a,NONCU,

< %53 Inverse +e, (5)
, 22AA IMR
of A8t o174
Sl vl B ISA  AQRENA A% 19 % 23 2
ao] 719 7FR(SIZE), e Ve A A

(Table 11) Heckman's First Stage Analysis

Intercept SIZE ROA ISA TURN CURR NONCU
Coefficients -3.68 0.048 0.859 0.366 0.210 -0.284 0.210
z-stat -2.91™ 0.46 1.03 4.01** 1.71% =3.17 3.68"*

(Table 12) The Effect of Supply Chain Common Auditor on Audit Quality

(Heckman's second stage analysis)

Dep. Var.= ABSDA

Variables Model (2)
Coefficients t-stat

Intercept 0.060 5.12%**
Sce -0.027 -2 .59%**
IMR 0.011 2.22%F
Control variables Included
YR & IND Included
Observations 4,089
adj. R? 0.084

a) This table presents the regression results of following Equation (2), using ABSDA as the dependent variable.
ABSDA; =0y +0a;SCC; +aSIZE +asDEBT; + a4, LOSS; +asTA; + asMB; + a7ROA; + asLARGE; + agFORN +a; TENURE
+a;;0PINION; +a;9BIG4; +a3IMR, + YR+IND +¢; (2)

b) All variables are defined in (Table 1).
¢) ¥, ™, and *** denote significance at the 0.10, 0.05, and 0.01 levels, respectively.

15) AR AP freol 20% o3l SAMAE 2 AEAARlo R ERetsi.
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(Table 13) The Effect of Supply Chain Common Auditor on Audit Fees, Audit Hours
(Heckman's second stage analysis)

Dep. Var.= AFEE Dep. Var.= AHOUR
Variables Model (3) Model (3)

Coefficients t-stat Coefficients t-stat
Intercept -0.681 -3.12%** -4.481 -25.71""
SCC -0.492 =213 -0.575 -4 03"
IMR 0.189 2.21" 0.237 3.51"
Control variables Included
YR & IND Included
Observations 4,058
adj. R? 0.797 0.831

a) This table presents the regression results of following Equation (3), using AFEE and AHOUR as the dependent variable.
AFEE(AHOUR)=ayp+a;SCC, +aSIZE, +asDEBT, + ayDA; + asMB + asLIQ, + a7 INVREC, + asFORN; + ag TENURE;
+a100PINION; +a;1BIG4; +a2IMRy + YR+IND +¢; (3)

b) All variables are defined in {Table 1).

c) ¥, **, and *** denote significance at the 0.10, 0.05, and 0.01 levels, respectively.

(Table 11)< Heckman(1979) 1244 Probit
TAZARE A ATt 719 R(SIZE) & 7
4 (ROA)E AT Uz MFEL FH5% 384
ARRL o Fel] folet JaFE A= Ao R YT

o2 e oM = 4 (6) el 2J&ll 2+=¥ Inverse
mills ratio(IMR)< 2] (2)¢} 2] (3)e] F7kek 24
A3} (Table 12)9} (Table 13)°lM #A= o] 9]
o AEAZAD MAHE BEAd A &
Az} A f*—H éﬂrﬂ} A vz °‘2AE}
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V.2 E
TR/ 29 FauA sge A% 2 A
27 53 BAH R Agsel 9] Ml FF
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< 7tk (Menon and Williams, 2010: Pandit
et al. 2011). o213l weko|x] 7kA}olo] ZF7]Y

3} FL0AE FAO A T ) AADE

AEe} A T AL F4dE k. AYPAT
e oleled FuY FeARIl BE S5 B3

T EA o] st 4= 9lvky H sk th(Johnstone
et al. 2014; Kim and Choi 2021). 284, ¥

T TSI AEA ] b E2A UEhd s
© ASTAE EAFH(Chang et al.
2019; Huang et al. 2014). 53] A& AT A
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