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InAUDIT = ay + a*InTA + @*SQEMPLS + as*DA + a*LIQ + as*INREC
+ a*ROA + a7*INSTIT_PCT + ag*LOSS + a9*GR_SALES
+ ap*VOLITILITY + a;1*BM + a;2#*XDOPS + ai3*RETURN
+ a14*OPILION +a;5*NEWAUD +a;6*NEWAUD_1
+ B1*SQEMP + B.*BIG5 + Bs*EQDEBT + Bs+QUICK
+ Bs*PART_PROF + Be*OTHER_EMP + B;*MS
+ Yy1*YEAROO + ¥*YEARO1 + y3*YEARO2 + y4*YEARO3 + ¢
FEUS GAFAR
InAUDIT = A8 AA=a g

SAMT AFANGI Y
‘q:

InTA = FA%te] Adds5 AT &
SQEMPLS = & 99 Fol Alwds AT &

DA = FAH & (F A /FA4)

LIQ = F#H &

INRVEC = (A x}2k+u) & 2) H)/Z 24
ROA = ©J % o] o)/% 441
INSTIT_PCT = 7| &5 A} #}9]

_Zl__
LOSS = 237] &4 o o] th Hujds

b



BM = A47bA olul AR be) u &

XDOPS = 502 EAo 5o o7 vnws

Sdds: A

SQEMP = AW & A5l AxLS A &

BIG5 = =412 o3 AHA e AF of o] g v
EQDEBT = #7] A& /EF Q1A

QUICK = T#n&

PART_PROF = AM9 /% & Q3| AlALS

OTHER_EMP = H] 313 AAL A d/F4 A5

MS = AgEE A F aASYR F 4 A4 35

ot

wE AAFE W

FANG: AE? guas

YEAROO = 20009 & A A%l &84 1, ofd 0
YEAROL = 20019 A A%l &89 1, ofd 0
YEARO2 = 20023 3| AAZe] &3 1, ol 0
YEARO3 = 20039 & AA=o] &89 1, ofUd 0
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<E 5-1> IAAAZY A5 7I&FAF0)
ua > B 7 wxdax | 14295 | 295 | 34295
19993 (N=4777)
AUDIT 60.72 57.47 3100 41.16 65.00
TA 989207.36 | 3703771.05 85219.59 193037.34 539223.47
EMPLOYEE 1475.40 4124.30 949,00 467.00 1044.00
DA(%) 68.28 76.32 44.92 57.97 72.65
LIQ(%) 154.42 110.18 8893 130.35 184.33
INVREC(%) 26.66 13.70 16.92 25.04 34.47
ROA(%) 3.79 9.47 141 4.46 7.54
INSTIT_PCT(%) 34.81 25.49 13.40 30.60 51.80
LOSS 0.47 0.50 ) 0 1.00
GR_SALES(%) 18.73 75.36 O*Sij 7.55 25.91
VOLATILITY 0.05 0.01 0,08 0.05 0.06
BM(%) -14.16 199.11 0 0.17 0.30
XDOPS 0.47 0.50 031 0 1.00
RETURN 0.38 1.93 0 -0.03 0.52
OPINION 0.16 0.37 0 0 0
NEWAUD 0.39 0.49 0 0 1.00
NEWAUD_1 0.31 0.46 0 1.00
2000 (N=511)

AUDIT 68.04 72.44 33.26 44.00 70.63
TA 1032797.13 | 3811025.59 88009.86 198826.60 535338.67
EMPLOYEE 1615.83 4820.39 251.00 480.00 1063.00
DA(%) 71.48 119.34 43.23 58.39 74.99
LIQ(%) 152.83 117.62 83.63 121.60 180.39
INVREC(%) 27.74 14.60 17.17 25.72 36.86
ROA(%) 3.84 991 1.50 477 7.91
INSTIT_PCT(%) 35.72 26.90 12.10 30.30 54.30
LOSS 0.42 0.49 0 0 1.00
GR_SALES(%) 14.45 38.78 -1.02 10.19 24.03
VOLATILITY 0.05 0.01 0.04 0.05 0.06
BM(%) -124.62 4568.39 0.13 0.25 0.43
XDOPS 0.32 0.47 0 0 1.00
RETURN -0.28 0.49 -0.57 -0.37 -0.15
OPINION 0.14 0.35 0 0 0
NEWAUD 0.21 0.41 0 0 0
NEWAUD_1 0.42 0.49 0 0 1.00
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<E 5-1> HAZAIY dFE9 7EFSAFQ)

il N 3 T E2FAR | 14895 | TAF | 3495
2001d (N=503)
AUDIT 78.51 93.14 3763 50.70 79.96
TA 975310.31 | 3368634.45 89352.15 | 19540535 | 515014.27
EMPLOYEE 1470.38 4588.05 224.00 427.00 974.00
DA(%) 66.88 122.14 38.43 55.87 71.73
LIQ(%) 159.25 131.62 79.59 122.96 184.61
INVREC(%) 27.18 14.14 16.67 25.58 35.88
ROA(%) 4.00 8.99 1.13 4.58 7.96
INSTIT_PCT (%) 40.73 28.44 16.30 36.30 61.00
LOSS 0.40 0.49 0 0 1.00
GR_SALES(%) 6.69 68.31 -7.33 2.93 12.64
VOLATILITY 0.05 0.13 0.03 0.04 0.05
BM(%) -0.07 3.22 0.10 0.20 0.32
XDOPS 0.24 0.43 0 0 0
RETURN 0.62 1.87 -0.02 0.25 0.74
OPINION 0.10 0.30 0 0 0
NEWAUD 0.14 0.35 0 0 0
NEWAUD_1 0.21 0.41 0 0 0
2002 (N=488)

AUDIT 87.37 114.96 40.18 55.37 86.45
TA 968575.43 | 3574947.05 84953.25 | 190939.29 | 503698.46
EMPLOYEE 1418.13 4434.71 225.50 529.00 956.50
DA(%) 53.33 38.62 35.38 50.76 65.39
LIQ(%) 165.94 134.33 86.61 130.25 195.07
INVREC(%) 28.03 14.47 16.95 26.54 37.08
ROA(%) 4.95 8.60 2.26 5.28 8.96
INSTIT_PCT (%) 40.33 26.95 17.70 37.23 62.29
LOSS 0.41 0.49 0 0 1.00
GR_SALES(%) 16.51 146.64 -4.83 5.15 14.15
VOLATILITY 0.06 0.17 0.03 0.03 0.04
BM(%) 0.27 0.46 0.13 0.24 0.36
XDOPS 0.19 0.39 0 0 0
RETURN 0.01 0.76 -0.33 -0.11 0.10
OPINION 0.09 0.28 0 0 0
NEWAUD 0.17 0.37 0 0 0
NEWAUD_1 0.16 0.37 0 0 0
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<E 5-1> HAZAIY dFE9 7S AF3)

il F g EFHEA | 1/4295 ik 3/48 %
1999-2002d (N=1,979)
AUDIT 7370 g7 77 35.00 48.00 75.00
TA 991842.92 | ' 8741727 | 194947.30 | 528577.47
3615682.73 -

EMPLOYEE 1496.26 021 233.00 456.00 994.00

DA(%) 64.07 39;'31 40.36 55.92 70.94

LIQ(%) 158.08 1()3'91 84.29 125.89 185.14

INVREC(%) 27.41 14'24 16.99 25.60 36.06

ROA(%) 414 9'27 156 483 8.01

INSTIT_PCT(%) 37.91 ' 1437 33.82 57.40
27.090.49

LOSS 0.43 0 0 1.00
90.85

GR_SALES(%) 1393 o1l -457 6.24 18.14

VOLATILITY 0.05 ' 0.03 0.04 0.05
2322.38

BM(%) -35.54 ot 0.11 0.21 0.35

XDOPS 0.30 1'4r 0 0 1.00

RETURN 0.18 0'3; -0.37 -0.09 0.29

OPINION 0.12 0'42 0 0 0

NEWAUD 0.23 ' 0 0 0
0.45

NEWAUD_1 0.28 0 0 1.00
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<E 5-2> IANRA H5E9 JVleTAF
il N 3 T E2FAR | 14895 | TAF | 3495
199939 (N=32)
EMP 580.68 407.58 250.00 493.00 638.00
BIG5 0.69 0.46 0 1.00 1.00
EQDEBT (%) 51.99 32.23 28.67 39.21 58.33
QUICK(%) 139.61 51.59 103.97 119.13 154.44
PART_PROF (%) 18.16 17.77 7.48 9.83 19.27
OTHER_EMP(%) 38.20 11.59 29.62 36.71 40.37
MS(%) 15.63 13.86 5.83 10.55 21.74
2000 (N=34)
EMP 681.17 553.93 247.00 636.00 674.00
BIG5 0.70 0.46 0 1.00 1.00
EQDEBT (%) 49.39 24.24 32.40 42.77 75.26
QUICK(%) 134.57 31.60 118.48 125.85 161.23
PART_PROF (%) 18.74 19.20 7.19 10.25 18.87
OTHER_EMP(%) 39.20 12.67 32.13 32.49 41.41
MS(%) 16.31 18.80 3.70 5.99 16.88
2001 (N=53)
EMP 837.91 742.17 272.00 582.00 2061.00
BIG5 0.69 0.46 0 1.00 1.00
EQDEBT (%) 4474 16.20 30.87 40.19 51.64
QUICK(%) 104.77 16.83 93.53 107.16 108.06
PART_PROF (%) 17.58 18.27 475 8.36 20.00
OTHER_EMP(%) 39.58 12.38 31.02 37.70 40.29
MS(%) 18.15 19.89 2.72 6.77 29.01
2001 (N=63)
EMP 755.59 731.19 293.00 493.00 638.00
BIG5 0.66 0.47 0 1.00 1.00
EQDEBT (%) 46.44 24.44 33.20 42.81 48.27
QUICK(%) 129.31 37.67 108.31 129.24 137.71
PART_PROF (%) 20.39 20.34 9.24 9.92 26.62
OTHER_EMP(%) 40.24 14.20 31.03 33.86 50.91
MS(%) 17.76 19.35 3.07 11.06 18.90
1999-2001¢d (N=182)
EMP 715.14 631.99 250.00 561.00 727.00
BIG5 0.69 0.46 0 1.00 1.00
EQDEBT (%) 48.11 24.96 30.87 40.73 53.62
QUICK(%) 126.91 38.72 103.97 118.48 140.01
PART_PROF (%) 18.71 18.93 7.14 9.92 23.81
OTHER_EMP(%) 39.31 12.76 31.03 34.34 44.74
MS(2%) 16.97 18.19 3.70 7.72 21.74




<E 5-2>olAE 19999 E 20029 7 A=W HAMY WS
e EAFE A7 N E A AAEA ] e SAFS WE
W ok EMP(3 A1 & A 5)= 1999 ol = 580.68% o] 9 &

U 2001974 100499, 156.74% 0. & Z7}a gl 2001 ol 755.59
o= 82327 #adtE FAlolth BIGH= A4 @3 Ay Azt Al
FoodFel dig guRig)e] did vesFAEFE AFEW 19994 o
T A E F 69%7F A dFAARATL AFE 2 s
AL ofs) S AZZAE o] FoA S-S VERW I glTth 2000 o
T 70%7F AA @I AYAL AFE Ful sAEA o 3
AALE sFHa 1999l wlEte 1% F71E x5 dehiz
a¥ 2001 BIG5Y] 31 69% 2 ThAl ZFAsglon 2002d ¢l =
66% = 2001 K tF 3% Hojzl F£X& HoFi gtk EQDEBT(A7]
AR /EFQIAFE )& 1991 FE 200174 2.6%, 4.65% F+47F LFERRE:
o 2002l = 1.7% %7 JEFH AL gtk QUICK(Z#u]&)9 4
= uR AR 5.04%, 29.8% = 2000 I 2001 Apole] A Zo
A vERS o 2001 2002 ARel ol ThAl 2454%¢°] F7HE LERY
o gt AF713HEet PART PROF(AHE /% 93 A AR E

s

18.16%, 18,74%, 17.58%, 20.39% 2= ey o™ OTHER_EMP(H] &
AB| AL Ad/FAAT)e 38.20%, 39.20%, 39.58%, 40.24% 0. & F
7pEAlE et v MSGHEE A" F AAseds & o4
Al 5T FARFIE AAS= HE)S BF

2001 7HA] 0.68%, 1.84%= 7t YWEMH R oy 2002w of
0.39% 7} 223kt
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<E 5-3> WA AaaA
PART OTHER
InAUDIT | SQEMP | BIG5 |EQDEBT| QUICK MS
_PROF _EMP
0.291 0.278 0.070 0.026 -0.313 -0.145 0.286
InAUDIT -
(0.000) | (0.0003) | (0.002) | (0.249) | (0.000) | (0.000) | (0.000)
0.318 0.797 0.112 -0.013 -0.858 -0.313 0.692
SQEMP -
(0.000) (0.000) | (0.000) | (0.551) | (0.000) | (0.000) | (0.000)
BIGS 0.283 0.719 o -0.025 0.033 -0.795 -0.409 0.216
(0.000) | (0.000) (0.274) | (0.142) | (0.000) | (0.000) | (0.000)
0.039 0.119 -0.022 0.699 -0.183 0.097 0.216
EQDEBT -
(0.082) | (0.000) | (0.330) (0.000) | (0.000) | (0.000) | (0.000)
0.014 0.079 0.013 0.815 -0.063 -0.038 0.076
QUICK _
(0.545) | (0.000) | (0.559) | (0.000) (0.005) | (0.094) | (0.001)
PART | -0.272 -0.649 -0.741 0.117 0.107 0.461 -0.807
_PROF | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) (0.000) | (0.000)
-0.189 -0.411 -0.568 0.078 0.007 0.723 -0.289
OTHER -
(0.000) | (0.000) | (0.000) | (0.000) | (0.765) | (0.000) (0.000)
_EMP
MS 0.277 0.896 0.513 0.262 0.195 -0.497 -0.321 .
(0.000) | (0.000) | (0.000) | (€0.000) | (0.000) | (0.000) | (0.000)

3. 8924
AERPe FEUFA AGANAY AAFARE 19999 BohA S

(CPDE 7+ 2 7} 3 AAE CPIZ =A% F 19994 F-¥ 20024
AA 40 AAAE Foke oW ARG AAD ARES HFAN E
9 delHE olgstel HALML shAvh ANRAY Au: <z
5-4>o 4 dEin A 7 F SgAde] WsEe] ARy e
FAMGE 57 Wl Wt glo] F Tgsot AANAY W

TFEL 24 L 3to] Mode 17-H Model 57h# ¢ 28 & A5t &
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<¥ 5-4> AL Z2H1)

W dAdH S | Modell Model2 Model3 Model4 | Model5
8.9112" 8.9019™ 8.9124™" 8.9099"™" 8.8635™
Intercept Qo ?
(42.21) (42.30) (42.19) (42.95) (42.00)
0.3241"" | 0.32417 | 0.3245™" | 0.32748™" | 0.3240™"
LNTA ar +
(40.57) (40.57) (40.61) (40.71) (40.46)
0.0046"" 0.0046™" 0.0046"" 0.0046™" 0.0046™"
SQEMPLS s} +
(11.70) (11.69) (11.66) (11.63) (11.60)
0.0003" 0.0003" 0.0003™" 0.0003"" 0.0003"™
DA as +
(3.75) (3.74) (3.85) (3.59) (3.73)
-0.0003"" | -0.0034"" | -0.0034™" | -0.0003"" | -0.0003"""
LIQ Q4 -
(-4.49) (-4.50) (-4.49) (-4.49) (-4.60)
0.0013"" 0.0013™" 0.0013"" 0.0013™" 0.0013™"
INVREC Qs +
(2.55) (2.53) (2.47) (2.55) (2.52)
-0.0034™" | -0.0034™" | -0.0034™"" | -0.0033"" | -0.0034"""
ROA o1 -
(-3.97) (-3.98) (-3.97) (-3.95) (-3.99)
-0.0003 -0.0002 -0.0002 -0.0003 -0.0002
INSTIT_PCT a7 +
(-0.85) (-0.83) (-0.80) (-0.86) (-0.72)
0.0066 0.0066 0.0063 0.0065 0.0076
LOSS ag +
(0.43) (0.42) (0.41) (0.41) (0.49)
-0.0001 -0.0000 -0.0001 -0.0001 -0.0001
GR_SALES Qg ?
(-0.51) (-0.52) (-0.59) (-0.49) (-0.57)
0.0635 0.0628 0.0620 0.0703 0.0572
VOLATILITY alo +
(0.81) (0.80) (0.79) (0.90) (0.73)
0.0001""" 0.0001"" 0.0001°"" 0.0001"" 0.0001""
BM an -
(2.50) (2.50) (2.52) (2.49) (2.43)
0.0004 -0.0001 -0.0001 -0.0001 -0.0017
XDOPS Q12 +
(0.02) (-0.01) (-0.05) (-0.01) (-0.10)
-0.0044 -0.0043 -0.0044 -0.0042 -0.0040
RETURN 13 -
(-0.77) (-0.76) (-0.77) (-0.74) (-0.69)
-0.0189 -0.0.187 -0.0183 -0.0198 -0.0180
OPINION Q14 +
(-0.85) (-0.84) (-0.82) (-0.90) (-0.81)
-0.0103 -0.0096 -0.0082 -0.0115 -0.0084
NEWAUD a5 -
(-0.58) (-0.55) (-0.46) (-0.65) (0.47)
0.0085 0.0088 0.0096 0.0085 0.0101
NEWAUD_1 16 -
(0.53) (0.55) (0.61) (0.53) (0.63)
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i dAH T | Modell Model2 Model3 Model4 | Model5
-0.0012 - 0.0008 -0.0002 | 0.0043™
SQEMP B ?
(-0.58) (0.46) (-0.12) (4.42)
0.0485™ 0.0398" 0.0589"" 0.0151
BIG5 B2 + -
(1.75) (1.72) (2.42) (0.59)
0.0009" 0.0010" 0.0009" 0.0010" | 0.0013™
EQDEBT Bs +
(1.77) (1.86) (1.78) (1.93) (0.59)
0.0001 0.0001 0.0001 -0.0001 0.0001
QUICK [ +
(0.26) (0.23) (0.35) (-0.13) (0.10)
PART_ s B -0.0015" | -0.0014™ | -0.0019""" o -0.0014"
PROF (-212) | (-204) | (-275) (-1.97)
OTHER_ 8 0.0014™ 0.0013™ 0.0012" 0.0011"
. __
EMP o (1.73) (1.65) (1.48) (1.39)
0.0031"" | 0.0026™ 0.0025 0.0030
MS [.)27 + -
(3.10) (5.37) (2.62) (2.95)
0.0755"" | 0.0745™ | 0.0745™" | 0.0741™" | 0.0713""
YEAROO Y1 +
(3.68) (3.65) (3.63) (3.61) (3.48)
0.2331"7" | 0.2303"" | 0.2297" | 0.2282"" | 0.2224"
YEARO1 Y2 +
(10.03) (10.13) (9.91) (9.36) (9.66)
0.3336"" | 0.3322"" | 0.3319™" | 0.3301"" | 0.3303""
YEARO2 Y3 +
(15.65) (15.68) (15.58) (15.56) (15.48)
F Value 28854 300.17 299.64 311.92 298.38
Adj R’ 0.7908 0.7908 0.7906 0.7905 0.7899
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ABSTRACT

Accoumting Firms'factor affect to

Audit Pricing

Kim, hyo-eun
Department of Business Administration
Graduate School of

Sungshin Women's University

Prior research on the influence of audit firm characteristics on
audit fees has been limited by an inability to observe information
about audit firm financial circumstances, ownership and the
mixture of services provided. Disclosure rules introduced in
response to the Korean financial crisis in late 1997 provide an
exceptional opportunity to observe such information and investigate
how specific attributes of audit firms affect audit prices in a
competitive market. I investigate in particular how financial
strength, concentration of ownership among professionals and

employee mix are associated with audit fees.



I document that, in addition to a positive Big 5 effect, audit fees

in the Korean audit market increased with the audit firm’s ratio of

equity to debt and increased with the concentration of ownership

among accounting professionals. I also find that audit fees were

greater for firms that had more non—-CPA employees. These

results support hypotheses based on demand for audit services

being positively affected by financial and reputation capital.

Research on industry specialization has produced mixed results. 1

provide additional evidence about the influence of industry

concentration on audit fees by documenting that audit fees

increased with the proportion of industry audit fees earned by a

firm.



My results demonstrate that audit fees are affected by auditor

characteristics other than membership in the Big 5. They are

consistent with the fundamental argument that auditors provide

credible evidence of their independence and competence through

building up financial and reputation capital. The recent division of

audit practices and consulting practices was intended to reduce a

perceived independence problem when auditors provided both audit

and non-audit services. In one sense, it may have reduced the

ability of audit firms to enhance their reputation capital by

bringing more services under the firm’s brand name.

My analysis is somewhat limited by coarseness of data,

particularly with respect to the variable used to proxy for the mix



of non-audit and audit services. However, the fact that this

variable is noisy would bias against finding strong results. The

results cannot necessarily be generalized to audit markets outside

Korea but they do represent interesting findings from a competitive

audit market.
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