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5El WeH(Ghosh and Pawlewicz 2009) 7t ARGV} 818 & ¢l& Aolth(Danos and
ARl gk #Alo] FHE 7] wEd Aol Eichenseher 1982). & A&3 AAE 714
A o] 2olA BE¥ XA AALH At A JFEF HobA] vl PR ] A
99 7140l 71 WA gE Bt oplet Alst QA5 o] FU Al e ST, Lo
U 899 F4E = 28y Astig 899 I dd dANAE7Y BAY WEn AYd Y
A7t A Folwel wet Aol AFAAE AA 7} S7Vet7] wiol B Aol A EaHA o] F
SAAA R AgEE 710] 7HAR A 24 A ALY st S0 AAREA Y a2
& 4 QU Hol Asht &9 4L sstHA e F= o A5 SAYAEC] e BFE 5
FAL gtestA Aok FHAA L A Fol® 25 A 719 ES et 1o r SE 7] uio]
A Eo] FaoEAQ AEgke A V94 AlgREol S7kIA Zdog Add ARl
A BdFE 248 4 i Mas—Colell et al.,  FFE7t AsqS = doh 59 A& A
1995). webx AAeA AdelA B Al 2 dme] A9 v=e AfET ARl Fashe
AR JF 27t 2713l wet dde] B2 Aty WA Yol vy wjEd dAls] AtE AT &
7b 37195 7 ad 7Hedel it Qlo] with, wabx Aol FRH=rt AsteH F
Je} 3wkl APeAE o A 9 AAQd 237t o 2ol el ER e &gt
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e Age AT BoplA A 7H‘?—_}5]
o] Al thFat ATE0)A gl AHgE 3 gt} o]
SHAL AATTEE & YEA Esh:}: H U e
AR, Sutton(2007)E AFATES AHelshd
A aag A7k A9 A% (local market)ellA 74
AP =s YeEll] fal e SPA S At
adt. AFdE okl o ATEdME sdE
Age g2l AHEH I Sth(e.g., Petersen and
Rajan 1995). Z18]x AA7HA] AAH =S el
£ HMFEA A A o9 ] wolEai A A
AHEE I SlE WgE fle Aol

3.3 7=y

2 Ao AgE A7EZe e 44)
H(5)elch. @ApAIge SAG A%t BAER
WAL GFE BA] dAetel 4(4)E AP
geolel Aigte AR A% L FANSE

5 4A%,

Mooak 2 1o

Sty

/DAL B= [DAZ;] = by + biHERI(2):
+ baSIZE; s + bsSTD SALE; -
+ baSTD CFO;¢-1 + bsZSCORE; ¢
+ beLOSS;: + b;CFO;¢ + bsTACC; -
+ bolSSUE; ¢ + bisAUDITORCHANGE
+ b1 BIGAUDITOR; 4
+ INDUSTRY-FIXED EFFECT + ¢;; (4)

DAI1 ¥ DAZ = 4oz AT TAgd;

1540
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HERI = ZAxon AN dud
A4=(Herfindahl index):

HER2 = dlEdoez A AL
4= (Herfindahl index);

SIZE = 7|9

STD SALE = A 3zt mjEde] BFHAE

STD CFO = A 397 IddFs 5
xFHaL

ZSCORE = AF91& (Altman’s Z-Score):

LOSS = &AW o

CFO = 9985 E

TACC = W (Fr]ele] - Jdd
755);

ISSUE = YRARZY o

AUDITORCHANGE = ZARIA o3,

BIGAUDITOR = HPZAR] oA

2(4)8 SAHFE A °ﬂ F71E A7

Choi et al.(2013b)el 7]¥kste] A ﬂﬁiﬂr 714

TE, 744 9 AT 24 1E’\1 SIZE, LOSS
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3L AARIo] the SAMIIA AR BIGAUDITOR)
SASAT 10 A wydel A o]
glste] S EFAYE T Tl mE A
F(INDUSTRY-FIXED EFFECT)E E33}9)
o rAge. 2 geriA AR (cross-sectional
correlation) 3 A|AIEA A (serial correlation)
£ nEslo] ek S 2HH (two-way clustering)
= ]“QS 04 < =& HGow et al. 2010).
A AF7F AR A=
g O}EH 2(5)& o]&ate] EA Tt FALE S

Ln(AUDITFEE;,) = by + biHERI1(2);
+ baSIZE; 1 + bsCURRENT;
+ baNVREC; -1 + bsLEV; -1 + beROA; ¢-1
+ b7LOSS; -1 + bsEXPORT; 1
+ boBIGAUDITOR; 11
+ bipAUDITORCHANGE -1
+ b1 TENURE; 11 + bi2CLEAN; -1
+ bisTREND:; -1
+ INDUSTRY-FIXED EFFECT + e;¢ (5)

INVREC = ZAAF the] A mapat 2 vjE2)de] v
LEV = RAulg

ROA = é—z}ﬂ-?@qg

EXPORT = W& & 2% ¥

TENURE= A&3AP13E;

CLEAN = A4 o4

TREND = FA¥,

5 ZAES Afolof 2|

el AREE SAR e AR 3 7)E
91721 Choi et al.(2008), Ghsoh and Pawlewicz
(2009), Ghosh and Lustgarten(2006) 5<& %
aste] Qs A9 TEId S5 B
AN 7o) B8 AolBE ZAESFE 7|YTFR

(SIZE) <t &) #AE 71 Aolth, I 949
AFAEe]l =& A5, RIS A gl =0
I wdste AtESE 58 Aol ARAIY
o] AR S BAB] g5t FAA di¥] f%
A3} ¥1E(CURRENT), FA3 o] A mapt 8
Eq AL ¥ F(INVREEC) B AN & (LEV)<
AT, AR AR (LOSS) B FAIF
E(ROA)E 7199 B9t 458 7% 1Al
Fo] vria ddste] ARSI} dobd JbeAl S
at7] $jste] xgtatgint. @l uj &g 7t
Ake] B0l Frkstel AL Eobl
£ 71& a7l wet AR EdolM FZo] A
Ak v (EXPORT) < SAATHAFLE T A
4 2001). Eg V)& L?Oﬂ/ﬁ-‘f g A
o HAAR-(BIGAUDITOR), A1l wA|od -
(AUDITORCHANGE), A&ERA1ZH TENURE)
2 AR (CLEAN)©] AR n] 2] & g
e Hasta glonz EaMsl LaetcH(AF
EE ZJ%@ 2001' ?4*3 2008). 21(4)¢} wpzt
7R 2)( & = P FU2EE (two-
way clusterlng)—a‘ o] &3lo] t3e =&Y

21(4) 9k 2 (5)ell 3 ]
oS (F 2)9 2t}

A

b oft w
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r
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16) #7430 BAERA A ASPHIT R G AP el A1 @ AL BE 1 B8 2 2

HrisE 712 A (A59 5 2008)9
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AR o] A9
DAI1 Auzd A LA Kothari et al.(2005)] Wydl ukel Al4keh;
DAZ 4274 A%A B9, Kothari et al.(2005)2] ¥ wheh Astets],
A e s ROAS EFF
Ln(AUDITFEE) A RS 7 RS (A ©e))d AdzaE H3I 3t
SIZE 1T, FAEE] AR glow 24
STD SALE Azl WY A 39 (e ARAEY FAhel BERA
STD_CFO AAAFEE WEA. A 39 (YU B/ AAARE FAD S EEUA
ZSCORE Altman 1968)° w& AFA g 44,
1.2+ (AR ZAE) + 1.4x( ]‘4°J043/+XW + 3.3+(F7]0l/FA)
+ 0.6%A ]7}%@3/ FA + 0.999+ (&Y /FA) o 4l weh AL
LOSS 24 2 712 1, ol 2 VI 09 #E Ae Hrig
CFO PR E. (s 5/AdAd=T SAh o= AR
TACC FLAY. (Fleo]d-998T88)/FAT o= 741Ahﬂ
ISSUE AFAge ot oAEYRA 37t Ee FASA S0l AdARE FAte
5% ©1’42 74+ 19 &<, ok 09 & e grps
AUDITOR-CHANGE ~— #AKle] mAld 49 19 #g, ofdd 09 & e grds
BIGAUDITOR o= d FAEIH AFAFE 2 T B AP ZRE TAE e A5
1% e, o™ 09 #& Ze Hus
CURRENT FEARE T, (FEAl/FA) o= AN
INVREC xﬂiz}& 2w EAE HFE (AL -+ E2AH)/FAT 02 A
LEV FAH %%%ﬂ—zﬂ/ix}*&)ii A
ROA TN E. (F7]eol/ARART T o= AN
EXPORT FEEHF. (FEME/FME) 2= AN
TENURE AL, TLE AR 2R d&ajA AL o Folal A &
CLEAN ARolzdeld 19 gts, obdd 09 g Zte dris, agln
TREND FARS. 2001860 09 #= 7HAH, aideith gel 14 $71
3.4 #=o| M¥ o K=o £H 200258 201213744 ZApE9} Al S B
SAMETE BE ART7s 7,665709 7199
& AT B2 PRV gk TS2000 AW LE v
dAlA A 7hed Frte A B ZAgAE AR (& 3)& td AL o] Wt mg 4
719 W eR dvh AEAT A Al IR JERe] B3 aS Eosd 19984
Hzzo] Al #g 2(4)9 FAA = 1994 oA 1999 0.2 o] FatHA tid ALY ++=
FH 20129704 AFA @AY AT 3 g i, 99 AF(HERSY HER2)E 57
FAMFTE BT ARTRed 11,082709) 71d-d @ A AR ek Aestith shAT
= TAWACR gt} w3 bR e Ak gk 200199 tE AR & S e Aee
A RFme] A #E A (5)e] BAHdME 2 WEE Holx] gon, 2005 WE 3AMI
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SAZANZ S ZESED ZAEE U ZAES Aol 2|

(E 3) th sl seof visfol| ME A ZAAY BTl BTt

9% AR AT NE e

F¥ AE R Aol e A5 S A%
(BIGAUDITOR) (HERI) (HER2)
BIG 6 1994-1998 1,141 0.642 0.305 0.299
BIG 5 1999-2000 519 0.703 0.348 0.347
BIG 6 2001-2004 1,898 0.630 0.348 0.356
BIG 4 2005-2012 7,524 0.553 0.322 0.327
AA 713 1994-2012 11,082 0.582 0.326 0.330

7F N2 WskelaA A A 23] 8 al.(2010), Boone et al.(2012) 2 Choi et al.
< B 5t uE dAAY 47 aside (2013)0A YR ml= AR Ak A S

% Ed T Johe Aol Hitgkol 0.280~0.3008k Aol H]Fo] & W
N 28 Az ggEg 'V @ (F 3ol Al ek AL v MR AR
H Ul A A el )b HE 7F O =AY SR 2o ddE

< 0. (" )% A A JFEe] B
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©
S
>
O
C)J
Ot
(@)}
fiu
i
o
xL
o
=
9
5
o

c

=]

(@)

@

0.400

0.380

0.360

0.340

0.320

0.300

0.280
0.260

0.240

0.220

0.200 T T T T T T T T T T T T T T T T T T 1
5 © A 5 ) O N g & < o L S O S NNV
CLIC I I IC i S S i T L S S S S g
w @e HER1 w=iww HER2

(3B 2) Ml UMAZ TEEe| A FFGe| 0|

17) o7l W7lo] vt ol f 741919 BHS ol Big 4 AN WaRA BARAIY S7h ZAEUAT, ols BAle| Hid T
o] 9 A7 A 3A sl Wiz AdET Big 6 AAFE 200195 20043714 2] 27171 99
T 47571 719jolt}. 2H Big 4 7121 20055 E 201297ME £&e A7|7F AT HM41NE tiE 718t} Non-Big 4
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A7 WERol S HolEr MR ATE
1994978 AL szt 2001d £ 2002

fr

frak #adiles »}E}%E} OIL ﬂ =3 3 A

AR dgdte Fde BoFg ¥E adez § 20009% o|F B ARE TATE VIHEC]

UeRA e kAT A ozRe e oA Fid 437 Wi vehd d4o

T 71 A=Y wFo] 20009 T1.1%04 H 24, 71 71950 Wat diE SAEA AA
Zof| o)2Ag 1 F2E A dtgste] 20129 F&0] ZolA YEd AL ofd Aoz Addn

al A
de 54.5%% 71583t o= Al7te] 7‘1‘)’01] ut (£ He F=EFS
e PAATE SUee 0 AN 24 W g AR BAEE el o=, 3

(F 4) M ZIAAE ZEBEo| Wzt

AAERE Rk HER1 HERZ
C10 ABE Ax 0.223 0.203
C13 ** °xﬂa 211 ; 9EA 9 0.175 0.161
Cl4 41, AHMVM 9 BIAE A2 0.184 0.187
Cc17 FZ Fol & ToAFE A=Y 0.251 0.226
C20 geEd 9 i}fﬂﬂl% Az 2 FE Al 0.226 0.242
C21 Jdg & %1‘ 9 oekE AxY 0.146 0.150
22 IRAE 2 %E} zﬂ% Az 0.312 0.304
23 H 24 FEAE Az 0.249 0.224
24 12 & Az 0.421 0.386
25 :Liﬂﬂﬂa ANz 714 L 7 A9 0.190 0.179
26 AARE, AFH, 0“0* *n‘z?} 9 B Az 0.672 0.699
Cc27 g7, AE F7] & AA AzRY 0.116 0.118
28 7174 Az 0.305 0.276
C29 718} 714 2 6] A2 0.256 0.253
€30 A 2 EYLy AZY 0.540 0.528
031 718} 571 Az 0.420 0.421
D35 A7), ks, 7 2 FURE FFY 0.709 0.616
F41 23 244 0.270 0.268
F42 AEAE FAY 0.191 0.213
G46 T 2 FEFNA 0.370 0.399
47 A AHEA A9 0.403 0.467
H49 S35 2 ozl 54 0.388 0.353
J58 el 0.241 0.201
J59 G- eHQ 7ZE A 2 wFY 0.294 0.346
J61 244 0.617 0.603
J62 AFH 2oy, 2" 58 2 A4 0.342 0.279
J63 A EAMH 2 0.280 0.273
M71 KR | Eate! 0.260 0.324
M72 A&7)e, dAYoly 2 7g Br|e Aulay 0.738 0.830
N75 AR M) 24 0.286 0.301
2 A 5t 0.326 0.330

1544 AAEIT 7437 MEE 20144 102



SAZANZ S ZESED ZAEE U ZAES Aol 2|

937 2 AA AZG(C27) S A 71FE A JEETF Hig E2d E2sta v
HAFE(HERD S wiEd 7]E A9-FE=(HER2)

7b 242 0.116¢F 0.1182 Jehg 718 &
A JEEs vEllt i, A57]s, Ao V. ZALSZI0]| CHst ASEA Za}
g 9 7|} ) Au2gd(M72)E AR
AF27} 0.738% 0.8302.2 Yehg 7M¢ 52 3
< Uehllth (£ )M = veplize] 2 A 4.1 W JlsSA Y Al 24
=9 AA FEES 0.326(HERI) 2 0.330
(HERZ olﬂ% ol M JEert 45 A (£ 5)& £ d79 2 (4)d AHeE HgEe] 7
A dulgitt. FAH B ATe BT VAT E A HFE
], 94, 2 2 2Au Al HEE FFUR Aa@ Y 25%H%, FAF A
(C26) x}%x 2 Efdy A=A(C30), A7, ) TE%E, 2Em HUlgkS AAE T FAAG
7% 371 2 37124 3a9(D35), $AA(J61) AR WA HERIZ HER2® Bt a2 247
2 A7), dAYeld 9 7lg Her]e Mula 0.326 2 0.3300]9, ol F3Ha 0.280ET =
AM72) % 570 Abdwte] ZMAAA JAEert 0.5 oBR ogte] Fex7} Jte AL 4 4 9t ¢
g 2¥she Wi, giEEY] ARjdME AR A" A7 7P B Akel e 201249 9 F, A

(<]

(E b) ZAREEO| ChEt AZEA0 AFZE #ao] 7|&SA2Hn=11,082)

AT doa  EwEda Haxg &9 Rz 3EHT Aok
JDA1,/ 0.091 0.085 0.000 0.031 0.066 0.125 0.483
/DA2,/ 0.082 0.074 0.000 0.029 0.062 0.111 0.392
HERI, 0.326 0.162 0.068 0.218 0.280 0.411 0.983
HERZ; 0.330 0.172 0.073 0.208 0.280 0.394 0.977
SIZE: 18.942 1.378 16.168 17.972 18.672 19.659 22.947
STD SALES;; 0.139 0.138 0.007 0.053 0.098 0.174 0.844
STD CFOy- 0.069 0.055 0.005 0.031 0.055 0.090 0.308
ZSCORE; 2.906 2.654 -2.992 1.607 2.326 3.383 20.695
LOSS; 0.212 0.409 0.000 0.000 0.000 0.000 1.000
CFO; -0.025 0.096 -0.227 -0.073 -0.021 0.028 0.314
TACC;- 0.415 0.493 -0.356 0.000 0.000 1.000 0.237
ISSUE; 0.199 0.399 0.000 0.000 0.000 0.000 1.000
AUDITOR-CHANGE, 0.199 0.399 0.000 0.000 0.000 0.000 1.000
BIGAUDITOR; 0.582 0.000 0.000 0.000 0.000 0.000 1.000

D e B dejAe (£ 2)5 Fn
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W P B A AZY@FERWIEF €27 0B 2Atelo] A4E B fQlo] FFsho] g
24 HERI) 0.0682 Uehstch, i, SR2 A% s A9 & Ao webd ol AIFES ol
7F 71 =2 AR 200999 BAJ(J61) o2 A5 ARl B3 2% g Vde A
HERI) 0.9832.2 Vgl 1919 Abe A9 QAR 55 Bl AEAo] 3

HAote vl AFZAI (Kallapur et al. 2010;

4.2 372N 21t Newton et al. 2013) %= HHlE & ol o]
S AZ OE BHE =Y d7dds g 3

T (E 6)2 A (4) 5 ol&st] AARES WS =ol A48T F glde A< dehdtes A o
oz AFEHe AT Z3E HolFu I ¥ 83 AAKE 7 A Sl
HERIFY HER2?| Ak e oM &(+)9 3 ARF < A2 (adjusted R*)< £ A4 3

dstne folsith. ole 4w Dol HuHof ot 2 Y Het 7.54%
Al

Al A A% A 2Ag 4 (D (1), A 8.13%(F (1) F=Z tF-E ¥
gaez 34 gLl dgtdrke A& o] Sl

A o5 5ol A(1)o] Bnd F5U57} [ DAJ GE D2 o AL el upe A7jd=
olm NI HERIY W HERIS AF#e  TAAAY AFmet 2AEAY] B0 Zol} 9l

0.031984 5% F2aAM(¢ = 2.35) folde]  EAS ¥AF 232 wnadT. A TEe
0 G@% G@)ANE BHESE fOHLY,  dAdd B3 AAAS GTAFE K elutet
QA@)IAe AE HERZ e FARelA % o B AN Age mEd, FAROE, 1994
AR = 1.10) A¢gte DE A3 whbz ¢ 19989 2 2001-200448) 71 Bt el 67

( Aske eteel AN o BY SAEdel YUCEE Big 6 1002 3
= ofatar, o]g frAkSHAl 1999-2000¢ 2 2005-

T H =
of MEAY FIE Tl ANET FUe AT 2012499 7I3EE A7 Big 5 % Big 4 7I3te®
BAE AT, AR AEErt 2& We 3 FEsld Big b % Big 4 713t 19] #he #e
ARl AEd e A% =& WEAY A GnWSs BIGH R BIG4E e, °] MeEd 7
ARl stetdne AS € . Aed@ AA AR HEE] HER] Bv HERZ 3A%E
# reluRtelM e ARl g WA Aol vl A (4)] skl ZA s,
ol vlaf efatar 9 olejAAAY] Fok F53617] A 23, (F DelM d(4)E Add oE 49

18) #AACZ, 20099 5AHY A5 wlEd 49 37 SAt(elzA D F, AHolE], B AAFEFH2) 7t BF AHAYJI 2 HE
A okt o] 37 FA) FEldE BAY HEeA xx|Ehe tEY vFo] 98.7%c 937 Wil HERIC] 0.983¢]2
L xe goz At

19) AWIAY B 2 HudiAe AT 2 Ao s MEE Aol AAIAE et A tex19d A% @
Ao Aoigh(| DAl B |DA2) B =2 = B dAgo #AWSe HERIZ HER2SYE 4BuA7} 0.38 0 A9kt &=
3 LOSSY CFOZ A9stne RE W = ARBAZ 0.350 A Yegdtt. L0SSY CFOZ AYsta IAAENE =
EAAR} WEA] k] wie] B Ao AR E U5F44 (multi-colinearity) &2 <18 52 7Fs4o] vs Aow #
G,
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2 % ZAES Alole] 2|

(E 6) ZANT Z3n ZAEZS| 2ol chiet 2420

FTEWUF = [ DAL FTEWRT = | DAZ

(1)HERI, (2) HERZ, (3) HERI, (4) HERZ,

Aggk (45) Agak (8)) Ak (£4%) Ak (40)

Intercept 0.099*** 0.101%** 0.086*** 0.090***
(4.27) (4.34) (4.95) (4.94)
HER1,/HERZ 0.031** 0.022* 0.023** 0.010
(2.35) (1.80) (2.10) (1.10)

SIZE: -0.003*** -0.003*** -0.002*** -0.002%**
(-4.18) (-4.16) (-4.19) (-4.19)
STD SALES;-; 0.009* 0.009* 0.005 0.005
(1.69) (1.67) (0.89) (0.88)

STD CFOs-; 0.111%** 0.111%** 0.102*** 0.102***
(6.97) (6.44) (7.91) (7.89)
ZSCORE: 0.000 0.000 0.000 0.000
(0.22) (0.19) (0.35) (0.32)
LOSS; 0.003 0.003 0.000 0.000
(1.14) (1.13) (-0.06) (-0.08)
CFO; -0.009 -0.009 -0.002 -0.002
(-0.50) (-0.48) (-0.13) (-0.10)

TACC:-; -0.035*** -0.035*** -0.027** -0.027**
(-2.84) (-2.84) (-2.40) (-2.41)

ISSUE; 0.012%** 0.012%** 0.013*** 0.013***
(5.81) (5.83) (6.48) (6.45)
AUDITOR— 0.006** 0.006** 0.004* 0.004*
CHANGE; (2.08) (2.05) (1.83) (1.80)
BIGAUDITOR: -0.002 -0.002 -0.002 -0.002
(-1.08) (-1.06) (-0.93) (-0.85)
Industry FE yes yes yes yes
#E3 & 11082 11082 11082 11082
Adjusted R? (%) 8.13 8.09 7.60 7.54

1) ¥4 Fd talMe (E 2)8 Fa. FEE fixed effectE <7

2) *, e A2k 10%, 5% B 1% TEAA SAXCE fFE AAnF. tite FEE 2T 2EYS o8] AN

8% HER] =% HER2®| AlF#e frodoz &
(+)9 &S 7MW, BIGSH 2 BIG49+e] mA1d}e]
AFHE Fofgh &) o Yttt HER2BIGH
o FE @) dAM e g ¥ AF(0.028:
t=4.97)% 7IA2 dtt. ol Wd gAHe] 6

HAASIAT M43 HE= 20144 102

A GRR A6 NG AFE BhASE G
AERo] g, ol AN AFEG
C =

AAEAS BA = Y ALl 571 &

2 o A7]d g% st detdte Ae 9
v, webd g AN F7F st w2
1547



(B AP ZAANE E

STot ZAREES| 2ol chgt 24

M

594 = | DALY &S = [ DAZ)

(1) HER1, (2) HERZ, (3)HERI, (4)HER2,

74]/\71- t7l-) 74]/\71- t7l-) 74]/\71- t7l-) 74]}\71- t71—)

Intercept 0.096*** 0.098%** 0.085%** 0.089%**
(3.81) (3.94) (4.51) (4.60)
HER, 0.028** 0.020* 0.017* 0.006
(2.13) (1.82) (1.71) (1.10)

HER:#*BIGS: 0.027** 0.026** 0.026*** 0.028***
(2.40) (2.27) (5.53) (4.97)
HER:*BIG4; 0.022* 0.014 0.023** 0.011
(1.84) (1.30) (2.46) (1.35)

BIGS, -0.013*** -0.013** -0.010*** -0.010***
(-2.61) (-2.41) (-3.23) (-3.04)
BIG4, 0.000 0.002 -0.003 0.001
(-0.01) (0.27) (-0.50) (0.13)

SIZE; -0.003*** -0.003*** -0.003*** -0.003***
(-4.44) (-4.42) (-4.30) (-4.31)
STD SALES;-; 0.010* 0.010* 0.006 0.006
(1.86) (1.81) (0.96) (0.94)

STD CFOy; 0.109*** 0.109*** 0.101*** 0.101***
(6.88) (6.88) (7.75) (7.78)
ZSCORE; 0.000 0.000 0.000 0.000
(-0.40) (-0.44) (-0.16) (-0.18)
LOSS; 0.002 0.002 -0.001 -0.001
(1.02) (1.00) (-0.27) (-0.30)
CFO, -0.006 -0.006 0.000 0.000
(-0.35) (-0.34) (0.01) (0.01)

TACC:-; -0.037*** -0.037*** -0.028** -0.028**
(-2.97) (-2.96) (-2.50) (-2.49)

ISSUE; 0.012%** 0.012%** 0.013*** 0.013***
(5.95) (5.96) (6.58) (6.51)

AUDITOR — 0.006** 0.005** 0.004* 0.004*
CHANGE, (2.09) (2.06) (1.83) (1.80)
BIGAUDITOR; -0.002 -0.002 -0.001 -0.001
(-0.89) (-0.88) (-0.77) (-0.71)
Industry FE yes yes yes yes
HEXF 11082 11082 11082 11082
Adjusted R* (%) 8.32 8.25 7.75 7.65

) HRe Fod] e (F 205 FiL. FEE fixed effectE 9nd
2) *‘ **. ***o 7_}74, 10/ 5/ =1 1/
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! ZALE S Atolo] A

PG AEEs 2o de dddAddel =2 V| ZIAMES0| s AZSEM 20}

MIEAS FAZ Q0] 28] HEd A

& ATES ALY o) AV B e

oo d4e & olrh w3 B2 depiAE 9o 5.1 pio| JIEEH W Alna 24

wh (E D o] A7 HuiE ol g3k ol

A, WE FAEA Al we AER 9% £ 8)e B AT A(5)d AHgE HsEe] ¥
T BEAAL, Ao, 49 25%%, 94, 29

ﬁl—r T5%%k, 1211 HEE BAETh gAESS o

By 3]

1 Ln(AUDITFEE)=
BTG FURS

7he

11.124 3 11.0029]

(E 8) ZALZS0l CHEt AZEMol AlZE ol 7|&SA—Hn=7,665)

biba B EEEA Aay &9 iy e gk
Ln(AUDITFEE},) 11.124 0.669 9.903 10.692 11.002 11.408 13.377
HERI, 0.331 0.162 0.071 0.221 0.280 0.420 0.983
HERZ, 0.339 0.176 0.073 0.214 0.280 0.423 0.977
SIZE; 18.865 1.366 16.168 17.910 18.573 19.552 22.947
CURRENT; 0.464 0.181 0.047 0.334 0.466 0.601 0.845
INVREC; 0.304 0.160 0.000 0.187 0.291 0.411 0.706
LEV; 0.426 0.187 0.053 0.284 0.430 0.566 0.935
ROA; 0.024 0.097 -0.730 0.006 0.034 0.072 0.220
LOSS, 0.211 0.408 0.000 0.000 0.000 0.000 1.000
EXPORT, 0.248 0.298 0.000 0.000 0.091 0.461 1.000
BIGAUDITOR; 0.574 0.494 0.000 0.000 1.000 1.000 1.000
AUDITOR-CHANGE; 0.206 0.404 0.000 0.000 0.000 0.000 1.000
TENURE; 3.697 2.459 1.000 2.000 3.000 5.000 15.000
CLEAN; 0.998 0.039 0.000 1.000 1.000 1.000 1.000

1) e ool defre (F 2)5 2.

20) FABIAE FokA|ut 2(4)E o] & 5}04 2997
010-2012) 2.2 —‘,L-ro}oq %A_,% sgstact. 1
g 2boll frel@t oke] WAL ey q
"14_'74]}\0 E-/] iz E]__]_O]'X = %%X] ‘l- % o]
)
H

’LGHU

rE. éé

21)
._71 7b0.380% 2 Wee 8 E(O 823
74 deA] 4st7] i £ AT

1 to >4 et AL B

i rL

AT
ul
=
1%

HE o

HAASIAT M43 HE= 20144 102

OW 717H(1994-2008) 3 &
TE 7RI (E DI fARBH A A

TolAE MFE Alele] adAE

9171 712+(2008-2009)

293 EHUs

2 34907 olF 7|

AgH B

' Ln(AUDITFEE)

BIGAUDITOR(0.345)7} Stk gAelA o] MFES W1 3|ALA S 8

] old A wEel

[e}
JFe e

hae e g,
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5.2 3l 23t

B
oﬂl_
)
o
H
=
™
opt
i

o A3l

AFEs gAase wAS B4
As%e nd %32 95 A1) DN HERI)

STot ZAE2| 2ol ot =4

HER2S] AG#kE fodt 5(-)9 #o 2 Yepyitt,

TEHUF = (1) HERI, (2) HER2; (3) HERI, (4) HER2

Ln(AUDITFEE,) Ak (1)) Ak (1)) Ak (1)) Ak (t4h)

Intercept 3.545%** 3.564*** 3.545%** 3.560%**
(15.09) (15.23) (15.27) (15.42)

HER:-; -0.080* -0.121** -0.119** -0.152%**
(-1.72) (-2.31) (-2.44) (-3.15)
HER;-;"BIG4,-; 0.051 0.034
(1.03) (0.94)
BIG4;-; 0.103 0.109*
(1.63) (1.91)

SIZEy-; 0.406*** 0.406*** 0.406*** 0.406***
(40.32) (40.32) (40.59) (40.60)
CURRENT:-; 0.138* 0.136* 0.132* 0.130*
(1.84) (1.82) (1.76) (1.74)
INVREC:; -0.056 -0.056 -0.062 -0.062
(-0.71) (-0.71) (-0.79) (-0.79)

LEV:; 0.268*** 0.267** 0.276*** 0.274***
(5.19) (5.17) (5.29) (5.26)

ROA+; -0.259*** -0.257*** -0.245*** -0.244***
(-3.62) (-3.62) (-3.33) (-3.32)
LOSS:-; 0.016 0.016 0.016 0.016
(0.98) (1.02) (0.97) (1.00)
EXPORT,; -0.015 -0.016 -0.022 -0.023
(-0.45) (-0.47) (-0.61) (-0.63)

BIGAUDITOR;-; 0.083*** 0.083*** 0.083*** 0.084***
(4.93) (4.99) (4.98) (5.04)
AUDITOR — 0.019 0.018 0.010 0.009
CHANGE,; (1.39) (1.35) (0.75) (0.72)

TENURE,-; 0.009*** 0.009*** 0.009*** 0.009***
(3.22) (3.15) (3.52) (3.43)
CLEAN; -0.137 -0.136 -0.139 -0.138
(-1.44) (-1.42) (1.46) (-1.44)
TREND;-; 0.019*** 0.019%** 0.006 0.006
(3.24) (3.17) (1.06) (0.97)
Industry FFE yes yes yes yes
HEA 5 7665 7665 7665 7665
Adjusted R? (%) 71.42 71.44 71.64 71.66

) M9 Fod Hsi e (E 2)8
2) o e A2} 10%, 5% 2 1% &

o] go}oq A Am
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A= vz Ao BHI FYsitt o] e 9
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y/]_ oﬂ : tHz‘ﬂ ﬂyﬂm
2005%_ HE 2012L477P<1 19] g Ze Hnd
BIG4s} #AF A9 wAYR HERI+BIGY
9 HER2*BIG4E 2 (5)d] F7¥ste] B8 Az}
oltt, 1 A3 g ARl o WSt whet 7t
A RFEo} AR BAVE Wl =AE
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A Qle Sakeke #o] gltkn

3l =gl A (adjusted R

2 ZALE S Atole] |

Qo sl gtk BFY AwRe Hat 7142%
), Al 71.66% (2

%, 2 Aol A

RS e 39

AT},

12

m,‘zu}i.—ne

o

QL

w2l Y M~
tlo ro

V.3 B

B QP 9% gAARY YR HAEY
2 Abnge] vAE 9ol tieel $A3d,
?‘ﬁ% w5} vhb 2 o 8l
250 013 AR 494 7199
? o ok we 2% g
A5 o2l g Akl 3
2 3 ww_ﬂ 3502 ool
EAG v gk, et o] 74
SER LR

olol we NG HFES GAHEAS

)
i)
|o

=

gy
>~
—_

g

_4

ofN
Hy
ox
ol
o,

>
=

s}

oL
ool o2 oF
[e]

rr

fl
=,
o

1
ok

_O‘L
;:O
2 8=

o M

—

b M

2]

it

2
X
1o &
Y
ne
i
N
N
s
4u
°
X,
)
&2
rJ
e R i
¥, o
il

o
o mg
N
&
]
-
oo
ok,
2
N
=
>
O~
o,
Y

= ofN

o,

g =
Qe
o
re
-
it
do
:oé
rf
re
-4
fr
rx
S
|
&
LA

=

e
ol
_O‘L
2 e
|
=2
N
i;;
ol
i)
o
N
ol
0
il
e
=)
H ool
X

dfgts ol8atsit.
= A2 uwgdol Adigky okl A
Hetstt. ©f

Mgl Serathe gnle 244 4

-
1o
N
S I
D3

ofN ¥ sl )y oz o
fodm o
—2‘ u\l HU
=

r

o

=

fo

N

it

N

rJ

o,

—o

Ar)

i °
S

g

™

r

O

22) &
A A (-

23) A2 EABA = GUX ()=
7H2010-2012) 2 F-&3lo] A&
o o] #AZE ERtT

v

i

0, ol
-\.: N

8 el 3

ZAStATE H43A AM52 20144 109

A ¥4 B WA A ol 3 RY i TS FRE e G ol F adde] B AT

)l A 349 0 390 ¢ 3
Al

% gk,
717+(2001-2008) % 59171 717H(2008-2009) 2 &&471 °I$ 7]
RE SR GE 9)9h FASV AR AFES S el £
1551



ol
Kio
'

{0
Kl
w0
K
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The Effect of the Level of Competition in Audit Market
on Audit Quality and Audit Fees

Hyungjin Cho* - Bomi Song™* - Jong-Hag Choi***

Abstract

This study investigates the association between the industry-level auditor competition and
audit quality and audit fees. The audit market has witnessed a continuous decrease of the number
of large audit suppliers (i.e., audit firms). Regulators questioned whether the dominance of the
audit market by a few large auditors reduces the level of competition in the audit market
(Government Accountability Office 2003, 2008: European Commission 2010). Specifically, based
on the economic theory on the competition, the regulators expressed a concern that a possible
collusion among the dominant auditors would lead to a low quality of audit service while charging
oligopolistic high fees. As a result, the regulators asked to academics to investigate the effect of
auditor competition on audit markets. Government Accountability Office (2003, 2008) also looked
into the issue but did not make any clear conclusion on the effect of auditor concentration on
the audit quality and the audit fee.

Following the request, a few recent studies investigate the issue using U.S. data. These
studies uniformly use Herfindahl index in each industry at the local audit market to proxy for
the level of concentration in the audit market. To measure the audit quality, they use different
proxies. Specifically, Kallapur et al. (2010) document that Herfindahl index is negatively
related to the magnitude of earnings management, suggesting higher audit quality for more
concentrated audit markets. Similarly, Newton et al. (2013) report that Herfindahl index is
negatively related to the frequency of financial statement restatements. However, surprisingly,

Boone et al. (2012) report that firms in the audit market with high Herfindahl index are more
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likely to meet or beat earnings benchmarks, resulting in lower audit quality. Collectively, the
findings in these studies are mixed at best. In contrast, the studies that examine the association
between auditor concentration and audit fees generally reveal that Herfindahl index is negatively
related to audit fees, relieving the regulators concern that the lack of competition leads to
oligopolistic dominance of audit market by a few large auditors who charge high audit fees to
their clients. It seems that the dominance by a few large auditors allows them to enjoy the
economy of scale, which leads to lower costs in providing audit services.

This study uses Korean data and investigates the same issue. In the past two decades, there
were structural changes in the Korean audit market similar to those in the U.S. audit market.
However, given the regulatory concerns on this issue and the potential importance of the effect
of audit market structure on the audit industry, it is surprising that none of prior studies
investigate this issue in Korea. Therefore, this study intends to fill this gap.

Our sample consists of listed companies in the Korean stock market with available variables
from 1994 to 2012. Empirical findings are summarized as follows. First, we find that industry-
year level Herfindahl index is positively related to the magnitude of discretionary accruals.
This finding shows a sharp contrast to those in the U.S. studies, which document the negative
relation between two variables. This different result suggests an importance of performing Korean
audit market studies independently from the U.S. studies. Furthermore, we find that the
positive relation between Herfindahl index and audit quality is more pronounced as the Korean
audit market structure moved from Big 6 to Big 5/Big 4. Second, we find that the Herfindahl
index is negatively related to the level of audit fees. This finding is consistent with those in the
U.S. studies. We also find that the negative relation between Herfindahl index and audit fees
did not change significantly as the market structure changed from Big 5 to Big 4.

Our findings are subject to some caveats, including whether the Herfindahl index exactly
represents the intensity of competition in the audit market. However, our findings are interesting
because they provide several valuable insights to regulators, academics, investors, and the other
interested parties. Given that almost no Korean studies investigate the incentives of auditors
related to audit market structure, this study provides valuable intuitions. Especially, our findings
suggest that the regulators need to consider weakening the dominant market structure of a few

large auditors in order to improve the quality of audit service.

Key words: auditor competition, Herfindahl index, audit quality, audit fees.
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