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. AAE2(n=2,806) QTR (n=206) QRS &2 12(n=2,600) T-Test
T Mean  Median  Std Min Max Mean  Median  Std Min Max Mean  Median Std Min Max Results
ERROR 0.0734 00000 02609 0.0000  1.0000| 1.0000 1.0000 0.0000 1.0000  1.0000| 0.000 0.0000  0.0000 0.0000  0.0000
IC1 0.0835 0.0330 0.1780 0.0011 02727 0.0694 0.0357 01081 0.0016  0.8333| 0.0846 00326 01823 0.0011  1.2727| 1.8%
102 96.2070  89.2938 54.2570 10.2778 274.9857| 87.7306 75.8625 564904 11.0000 274.2857| 96.8785 90.17h4 54.0306 102778 214.2857| 233"
1C3 0.1906  0.0000 03928 0.0000  1.0000| 0.179 0.0000 0.3847 0.0000  1.0000| 0.1915 0.0000 03935  0.0000  1.0000| 0.42
LARGE 03485 03364 01836 0.0000 07901 03158 02828 0.1797 0.0000  0.7901| 03511 03385  0.1837  0.0000  0.7901| 2.6
FOR 01149 0.0353 0.1609 00000  0.6862| 0.0814 0.0075 0.1363 0.0000 0.6862| 01175 0.0380 01624 0.0000  0.6862| 3.61"
BIG 0.6785  1.0000 04671 0.0000  1.0000| 05340 1.0000 05001 0.0000  1.0000| 0.6900 1.0000 04626 0.0000  1.0000| 463"
CHN 02320 0.0000 04222 0.0000  1.0000| 0.2282 0.0000 04207 0.0000  1.0000| 02323 0.0000 04224 0.0000  1.0000| 0.14
ROA 0.0398 0.0410 0.5530 -2.2202 285312 -0.0002 0.0305 0.1457 -0.9153  0.1956| 0.0429 0.0417 05730 -2.2202 28.5312| 2.85*
comprex | 03028 02934 01557 0.0000  O.7111] 03093 0.2852 0.1642 0.0000  0.7111{ 03022 02939 0.5 00000  0.7111] -0.63
SIZE 194431 19.1541 14651 16.8587  23.6115| 19.1987 18.8827 14159 16.8587 236115| 194625 19.1728 14674 168587 236115 | 249"
LEV 04548 04584  0.1968 0.0770 09385 0490 04941 02161 0.0770  0.9385| 04515 04546 01949  0.0770  0.9385| -2.87
OPN 0.9897  1.0000 0.1012 0.0000  1.0000| 09757 1.0000 0.1543 0.0000  1.0000| 0.9908  1.0000  0.0957 0.0000  1.0000| 1.38
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ERROR  IC1 102 103 LARGE FOR  BIG CHN  ROA COMPLEX SIZE LEV — OPN

ERROR -0.022 -0.044 -0.007 -0.050 -0.059 -0.087 -0.003 -0.020 0.012 -0.047 0.059 -0.039

T (0.237) (0.020) (0.675) (0.008) (0.002) (0.000) (0.892) (0.281)  (0.531)  (0.013) (0.002) (0.040)

o1 0.018 0.017 -0.073 0.016 -0.006 -0.020  0.008 -0.114 -0.049 -0.074 0.010

(0.342) (0.366) (0.000) (0.395) (0.766) (0.296) (0.671)  (0.000)  (0.010) (0.000) (0.593)

102 -0.129  0.063 -0.041 -0.060 -0.048 -0.024 0.023 -0.138 -0.066 0.026

(0.000) (0.001) (0.029) (0.001) (0.011) (0.211) (0.231) (0.000) (0.001) (0.170)

1C3 -0.093 0.237 0.167 0.006 -0.000 -0.138 0.329 0.006 -0.013

(0.000) (0.000) (0.000) (0.743) (0.999)  (0.000)  (0.000) (0.715) (0.757)

IARCE -0.082 -0.008 0.002 -0.017 -0.046 -0.086 -0.136 0.019

) (0.000) (0.683) (0.909) (0.359)  (0.015)  (0.000) (0.000) (0.302)

FOR 0.235  -0.006  0.028 -0.205 0.492 -0.142 0.042

(0.000) (0.760) (0.137)  (0.000)  (0.000) (0.000) (0.028)

BIC 0.042 -0.011 -0.146 0.322  0.024 -0.010

(0.026) (0.577)  (0.000)  (0.000) (0.195) (0.597)

CHN -0.007 0.023 -0.004 0.021 0.023

(0.715)  (0.227)  (0.814) (0.257) (0.228)

ROA -0.041 0.013 -0.019 -0.152

) (0.029)  (0.498) (0.315) (0.000)

) -0.355 0.203 -0.005

COMPLEX (0.000) (0.000) (0.803)

0.133  0.071

SIZE (0.000) (0.000)

-0.050

LEV (0.008)

OPN
WEAl: (& 2) Fx. ()eH paks ve
AASIT H41A Mz 20124 128 1361



T BA2E BTN TJrOW}. 719 W Fde
T EH 1 Lﬁrﬁlﬁlﬁ%‘ 12| ‘:‘l < UYehli= IC1
% T UrEMJb 102,

L= ‘JrE}LHT: IC37} &

E -1.2419(wald=
-0.0030(wald=4.2021)
%E}LHL o4 ERROR

=4 ﬂr IC1¢] ﬁ?‘H
3.9449), 1C2¢] SAATE

°oZ ié? 2=0] oE'-ng

1__\__

[¢)
ol Zt7} 5% ol A

_‘

2 FOIF &(-)9 GFL 1A
2 9ok 012 B4, /19 W WRAAgRAE o
Fo ¥34%, RAAYLSTL 255 257
AR o] Yokt A2 ¢ 4 et v, 3
AL BRARE ehle HrEs 1039 3§ A
4 gkol 0.100(wald =0.2353) .= 7}@0] 712

)

g9y ot YR el d E
g 7199 7 ol AR wwEy] wEl Aew
sy,

SAHT FollAe HNFFAEE LARGES 1%

A A1 BIGe] 71t F-5 9 FatabAl &(—)<9 #<
g e HolFa ot &, AdiFT Aldeo] w25
5, 274 RICA I BerE Ao
o] freletA Yol e AR ekt wek §
A& LEV 9A] SR F(+)9] froleh as &2
o] = 719 TE

Fi 3tk o5 Bl FAHEe] E
=

2ol fel3l EobIrke A & 5 ek,

o
a

5.3 F7k=4 1 - 7[252(2004~2007)

20049 SAAE x5t et

B, FAIA AR AU E, T AR

o Al NAetol 449 144 R FEEACH,

AAE AG Rgte] WA B Ut o] w2t
Ea

B, 229783

I
2
_|>i
ok
o,
A,OL
o) T
> ey
N -
5 o
B3 ot
=k rlo
2 olX
> (i
N Y
o oofn

g ok
o
o >
o o
¥ rr

A %E%Ei AR ARE 75 3
o} 9] giAtele)
A, zPPdesARe Qo] gt 719

FAEA 1%@%-‘% AAs L ATEIE

ofo
o
o
>,
ol
e
i’

HJ
b
NE
iy
> o
i
% e
ﬂFPNJ{N
rl_)d‘m?_l(
O o e
> & to
r = ox
ﬁoﬂﬁij‘_’,
Qb o & o o

N
-

>,
=
X
1o,
N
=
>~
>,
o2t
ofN
it
>
me!
(RURE
b
i
ot :10
N
olN
o

S0 mg u@ 3l 2 5 45

ol
<)

( 02‘4_‘
ol
-

ofN
1:0
_|>:
T
i
F[[‘ [
=5
>
1o
rr =4
> AU
= 2
il
Ir o
[o T

o
[

)
K r2 o2 Mo o

2 i

A% Argste] FAleta otk

WS AR AR 75 o735t 9 tFolA &
o] AAFE DA B IAFAAF AT FAAUH
2004 5E AlgE HS welste], 20044 o] 3=
FE7IZEE Fast] F7HEAE AAEATH 2004

3L JAAE A7 8l wehs @ Al3E )3 ghol
TEH I, SAAE HE Mol A ShE 7]
2 lolt}, 2004'd o] Fof A4 3

kS
w1t A%

o
]:H

10) 2002~20073¢ WR-3A A=
A3k olglo] 099l 71do] 2,38470AK] A o2 el

1362

YR Ao wad, % 2 806719

N WRIAEETAH

HAASIAT H41H Moz 20124 128



NEEp el

| olmzel &

(E 4) HFsA2Fzel MAHE S4o| A7 Edol ojxl= I (2002~2007)

ERROR,, = B,+,IC,,+ 3,LARGE,, + 3;FOR,, + 3,BIG,, + 5;CHN,, + B,ROA,,

12 6
+B,COMPLEX,, + BSIZE,,+ ByLEV;,+ B,,OPN;,+ > 17,IND, + > 6, YEAR, +¢;,
n=1 n=1

Panel A. YRS AERIEY = (IC = IC1)
e dEHs A Wald x* #t
Intercept ? -0.9268 0.3925
IC 1 = -1.2419 3.9449**
LARGE - -0.7503 2.9578*
FOR - -0.7106 1.172
BIG - -0.6595 16.5581%**
CHN - 0.0535 0.0879
ROA - -0.5991 1.7803
COMPLEX + -0.4523 0.6586
SIZE - -0.0473 0.4367
LEV + 0.7222 2.9952*
OPN - -0.4214 0.6098
IND N/A xg
YEAR N/A X%
Likelihood Ratio 88.1511***
Pseudo R? 5.99%
RHZ 2,806
Panel B. W¥3AE31Ee 3249 (IC = 1C2)
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The Effect of Characteristics of Human Resources
in Internal Accounting Control on the Occurrence
of Accounting Error

Hae-Young Ryu* - Ho-Young Lee** - Soo-Joon Chae***

Abstract

Regulations on internal control systems became a part of the Act on External Audit of Stock
Companies in late 2003, making them official from its temporary status. Since then, there
have been numerous studies examining the effect of the introduction of internal accounting
control systems and the effectiveness of internal control systems in reducing the occurrences of
material weaknesses. While prior studies focus on the effect of the introduction of internal
accounting control systems, this study separates the characteristics of internal accounting
control into quantitative and qualitative factors and examines the effectiveness of internal
accounting control systems in reducing the occurrences of accounting errors.

Korea is the only country that discloses information about the characteristics of investment
in human resources in internal accounting control systems to provide better understanding for
interested outside parties to judge the effectiveness of internal controls over financial reporting.
Firms with more human resource investment in internal controls could manage their internal
accounting control more effectively.

Empirical results are as follows: the firms with a higher proportion of internal control personnel
to employees show a lower probability of accounting errors occurring. This result implies that
when a firm has a certain number of internal control personnel, it can appropriately segregate
their duties which leads to timely review and proper monitoring of accounting procedures,

resulting in more effective internal controls. When the average working experience of internal
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control personnel is longer, there is a lower probability of accounting errors occurring. This
result suggests that there is an increase in the learning effect when internal control processes
are done repetitively. This effect could be from a better understanding of the firm and more
effective controling over accounting errors by experienced personnel. However, the test on
internal control personnel who possess CPA licenses does not show a significant relationship
with the effectiveness of internal accounting control. This insignificant result may be because

only a few firms have CPAs as members of internal control personnel.

Key words: internal accounting control system, human resources, accounting error
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