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7F AR e, Hde AARAAES] A= e =] vAlg &ds] HojA 1
ATHFFE 9] 2014).
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Th(Schwartz and Menon 1985). BF&A4 « #7]5(2001)% AFAS o] 2L 7|GAdFE R}
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FAEE 2 3 71958 Uil tiEAQ] Moz A& YElE A BB & o
o W& AR JaFs FAlsk] Hall 2geteh ek 7]o] Al aARlE AdskE © A
A= 71E FAMAZ A SIAIHQS ATstAY 7] S|AHAY F3d e 123t
oJabAA o] o] FAA A F Qe B R o] & FA|stAl A wA o] AR 3 (P_Auditor)yS X
et} vlx| 9O 2 Year DO} Industry D= Z3AI DA A=Y Ee AGEHE Yehd F e 3
wuAe 5L FA] A% Husolt

1. ZEAR] 7 LA e

<% >E A Al nA 719 SAE wAFHE BE2 AAsta itk AR A a
A A Big 407 ZATS Wk 4197 719 F 66.6%(27971)E TFE Big 42 Alslglon, oF
33.4%(1407])= non—Big 45

A ZARE B9k 34970 719 5 69.1%(24170)E ©HE non—Big 45 A Y3} ,
A7k Big 42 mAR o2 vebdrh 2, ZAmAl 7199 oF 329 25 £9 4 wAE @
R, o 330 1 e Ei AGwAS & Ao vtk 9 7Akel Al mA 4ol
A Big 49 A &S 54.6%4 504%2 tha MolA & mo] LpehdTh GAO(2003) A}
Q1 AARAL BAH ¥zl Big 4% HFE & 1&g $AD v glon], HEp 9
(2008)] AEATNE ZARISE A wA 2 Qs s A Ml - g0 2718 A

°

olgfa SHetaL slont, o2jd e gt Axle dAEA Ba deE HelFe Aol

ZtAfRl | maAl ® ZAfel ZAtel B Y DH LAl C<h '5'3'
Pax
. 419 FH A B-B) | 279 (66.6%) 387
Bi
¢ (54.6%) A (B—N) | 140 (33.4%) (50.4%) 2673
349 2FEFERAN-B) | 108 (30.9%) 381 (0.102)
non—Big 4
(45.3%) FHIANON) | 241 (69.1%) (49.6%)
A 768 768
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2. 71eEA B EE va g E

<3 3>9 panel A= AR AAAFEY ] AMEH WFES] 7|s8A %S AAska ok
AR A A 719 e B At Ee oF 5,703 o, 9= AE&(FRN,- )2 Bt
& 7.9%= UEpdth wgh FAHISLEV,- )9 HBEe 432%™, FoAQl A8
(Credit, )= 5.2%H°lth & A wA A Ao IAESFE AAdRd v&) FHd 2.3%7}F
&1(Discount) ¥ = A 0.2 YeRdTh o= ¥Ag 91(2008)2] A4 FAFSHI, THAR] 23|
ANA =7} A BEElS 2N 89 & st S AlAlste Aol

=

<3 3>9] panel B+ A nA A Big 45 AY3 253 non—Big 45 Ade 253t Fo
Aol ik @ g 2fo]| B4 ek Atolth ZAR] A wA| Al Big 45 AU 1F
94 ]?.j'ﬁb.(Szze, D AR FE(FRN, )< non—Big 45 A 71dol vl3] F2lsiA =
< o2 Yehdth ol 719t Rt AU 9= FAA A &0l £ 7IYYT S Big 45
Mdshe ekl 9 —%% Alrbshe Aafoltt, spAI Rk Fafu] &2 F 1E3t #o g Aol 7t gl
= Ao Z Yehdt} ¥, non—Big 45 A4 3 719l ALB 7V (Credit,- )& Big 45 A Y
St 71 H BTt folsHA lr';_‘u 102 vehd, 71919 4Al-848e] UE45 non—Big 45 A st
U= HolFrh niA9 e 2, Big 45 AYe 159 7c}7<ﬂf’-*" A Az MRS E A=
o} ARG & Hola 9o non—Big 45 AUe 25 Hit 4.1%9] EFEQS e
Ao ® yehta ok

<3 3>9| panel C= A WA A - Fo] TARI Fdof wet mAEd R 7RSS Hd
zkol 5 A G Aaolrh. A wA A Big 400Al ZAAPEE 719e] A mAE F3l THE Big 4
2 FH A A5+ (1)B—BILEFL 2, non—Big 42 slgFuAs 4= QB-NI1Fo=Z +
st o, A wA A non—Big 4907 AL 7]¢] 0] c}xﬂﬂiﬂ‘é 53| Big 42 “JgFuA|
sk 4% 3N—BLEC &, non—Big 42 FH A3 Z$E @N-NIECZ FEESIT

7 2 ApolitA AE AR, 719t Rt 94% A E&9] a2 (1)B—B, GIN—
B, 2 B—N, (4N—-NTIF o2 FEHm, BE HudA 153t g 2to] & Holx gk
, A A A B1g 4o Al ZAHE UE 71 F AR A RIF A AY = AFAA} H
o] & 71 A A E 3l non—Big 4% ©]Fst= WA, A A A non—Big 47
N E= Sl 71%q T AA o E R AAY =l AR} HFo] S 7] Al wA
3l Big 4% o] Esli5S AT Atk B3 7I9 A8 ARy =dAE
&3 AGuhe] S Holm 9tk = Al wAl A Big 4904 ZAME Bkd 1) F A8
3ot 7192 non—Big 42 ©]Fdt= ¢ A A A non—Big 49 A ZHAL
=1 AR AL ¢ 7192 Big 42 o] Fdte Kol YEdTh
ol2]3 Ade AR} AL, aela 7]ge] Al dste] ZhARl A wAlA = Sl

[e] S S

b o #old IS VA D 9eS AAksHE Aotk A som, gAbn

TR < ITRSS VR
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T ZAEL2 QB NIFMA 78 =2 14.1%9] 1 Fo] Yehta ot duba o 2 Big 49
HAPESE non—Big 4°l] Bl&l £ HolAW, (AN—BILFS] HyS7HE0] 4.4%20 A& <t
s 7]Eo Big 40lA] ZAANEE 7] E0] Bt 2 ZAESE 2ol non—Big 48 ©] &3]
= oulgith. &, SAES] ARG AR A m A Al Al AR e frof gk
g2 MR 3 Y5 AAskE Aol
CHE 3 7|&sAZ L o ZA(N=768)
Panel A. 7|=87I2
! S EFHA 5% B2 95%

Big, 0.504 0.500 0.000 1.000 1.000

Size; 18.707 1.391 16.913 18.420 21.481

FRN, -, 0.079 0.123 0.000 0.014 0.363

LEV, 0.432 0.204 0.000 0.440 0.558

Credit,—; 5.240 1.982 2.000 5.000 9.000

Discount, 0.023 0.233 —0.359 0.004 0.364

ROA, —0.037 0.254 —0.506 0.029 0.138

MBR, 1.610 1.729 0.386 1.032 5.061

P_Auditor 0.546 0.498 0.000 1.000 1.000
Panel B. AlTtZtArel MEHFEo| w2 7|¥EMe| X0

e b, Sk

Big 4 non—Big 4 xtol? Big 4 non—Big 4 xtof?

Size, 19.409 17.994 1.415"" 19.148 17.878 1.270™
FRN;-, 0.119 0.037 0.082"" 0.057 0.005 0.052™"
LEV, - 0.439 0.424 0.015"" 0.462 0.418 0.044
Credit, | 4.871 5.614 —0.743"" 5.000 6.000 —1.000™"
Discount, 0.005 0.041 —0.036" 0.000 0.039 —0.039™"
Panel C. ZtAel Wx|Elol| w2 7|PEA 2| R0

st oA M=Big 4 A M=non—Big 4 xtol?

(1)B—B (@B—N (AN—B (AN—N (1)—@ Q) —) (IR

Size, 1 19.701 18.121 18.656 17.921 1.580"" 0.735"" | —0.535™
FRN, -, 0.138 0.049 0.072 0.031 0.089"" 0.0417" | —0.023""
LEV, 0.451 0.427 0.409 0.422 0.024 —0.013 0.018
Credit, 4.878 5.714 4.852 5556 | —0.836"" | —0.704"" | 0.862""
Discount, 0.023 0.141 —0.044 —0.017 | —0.118" | —0.026 0.185™




ARl ZHIAHHI= StoilAfe] BAfel MElR

——

e
A=l
N
~
b
Ik}
-
(&3]

1) ©5A 9] Big=7AR1 ZAnAE B3l At AdE ALl Big 4, A4, 3, &)<l 7
12 F% gu¥E ; Size, =AM A A AAZLY log(AHFEN) ; FRN, =7AR] 2 o
o] QTR A E& ; LEV,=3AR] ZAnA Adsge] R &(=5Fd/AH4
M) ; Crediti—=7AR1 ZA A AdEDe] 7| JAEH 714 ; Discount =411 ZHA nA A d =]
AR & ((AA A Adee] ZAR S — A wA A &je] AR A wA Adee] AR
) 5 ROA— =7/ ZA| n A A& FAIEo| g E(=37]co| /A Ed) ; MBR-=2AK] 24
AnA Ad% Lo A7F—ARIME(=A7FSA/AT D) ; P Auditor=7A1Q1 A a4 Adze
o] F-7kALRlo] Big 491 7% 15 Foig gu¥s,

2) ik wk w2 ZEZE 1%, 5%, 10% T A 2 &S 2] gt

2 o

Ofj\

F8 TS | AT E AASta ot
o

A TFoR $22 o] 23ojgk oA oItk A wA A 2}
ol M3 (Big)> 71T (Size, 1), 2 =Q FAAF A/ EE(FRN, )3 23 K(+)9 o

g Hol 3 90, 2837V F(Credit, )% FARZE FAE(Discount)PHe £ ()2
ABBAE woln ek,

S Big Size FRN LEV Credit | Discount | ROA MBR | P_Auditor
Big 0.5090 | 0.3327 | 0.0379 |—0.1876| —0.0778 | 0.2139 | —0.0083 | 0.3549
(0.000) | (0.000) | (0.294) | (0.000) | (0.031) | (0.000) | (0.819) | (0.000)
Sise 0.5240 0.5208 | 0.1812 |—0.1294| 0.0070 | 0.3369 | —0.0868 | 0.3671
(0.000) (0.000) | (0.000) | (0.000) | (0.846) | (0.000) | (0.016) | (0.000)
FRN 0.3769 | 0.5729 —0.0839| —0.2615| 0.0153 | 0.1948 | 0.0600 | 0.2614
(0.000) | (0.000) (0.020) | (0.000) | (0.672) | (0.000) | (0.097) | (0.000)
LEV 0.0455 | 0.1822 | —0.0369 0.7363 | —0.0192 | —0.1937| 0.1887 | 0.0615
(0.208) | (0.000) | (0.308) (0.000) | (0.595) | (0.000) | (0.000) | (0.089)
Credit —0.1849| —0.1539| —0.2293| 0.7259 —0.0217 | —0.4671| 0.1809 | —0.0454
(0.000) | (0.000) | (0.000) | (0.000) (0.548) | (0.000) | (0.000) | (0.209)
Discount —0.1268| —0.0370| 0.0004 |—0.0239| 0.0283 0.0632 | —0.0351 | 0.1881
(0.000) | (0.306) | (0.991) | (0.509) | (0.434) (0.080) | (0.332) | (0.000)
ROA 0.2609 | 0.3368 | 0.3121 |—0.3090| —0.6811| —0.0755 —0.2834 | 0.1091
(0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.037) (0.000) | (0.003)
VBR 0.0482 [—0.1038| 0.1080 | 0.1170 | 0.0681 | 0.0005 | 0.0656 —0.0167
(0.182) | (0.004) | (0.003) | (0.001) | (0.059) | (0.988) | (0.069) (0.644)
P Auditor 0.3549 | 0.3592 | 0.2934 | 0.0606 |—0.0524| 0.1948 | 0.1005 | 0.0492
- (0.000) | (0.000) | (0.000) | (0.093) | (0.147) | (0.000) | (0.005) | (0.173)

) AFFee <i 3> Zq=x
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frelel EAe, A8 =7t $4 9%741% J/\}E-’F—é = al
dohs Aol EAL Folghe oS dAshe gtk 2 9, ti2dul g ¥ Fof shidl
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< 5>E 2 A S A5 2A AR (Logit regression)ﬁﬂro]ﬁ]-. 23 15H =
vy e w2

A 2472 71 1WA 71 38 Ao g B3 Adfoln, B 49 B 5= BE
2 y3lele] BAe Ao|t) A RN RO dEHIATE 77.4%)A 85.0%= LERIH,
28] AL 1% oA F2olsit)

B A7 1A deElQdv] 8ol =& 7I9Yss AAnA Al Big 45 A9 Aozt
o Fatict. 23 19 Ao A, Q&5 vl AT T 7191 2 (Size, ) E 2
FHATE Holal J ot =l FARAEE(FRN, )2 FAN B &(LEV, )& F2l38t

A &8 FHAF7E et k1D i 2 4ol A FAME(LEY, )& T K+ #*
< Holm glon 1a1 3 m5o LEVS} Credzﬂu F& A oe B e tEEAdAd o
Jgko 2 o|gHArt12) Qoketd, 7RI} = Big 45 A3st= Ado] =2 A2 g
A 1-12 A 10}1 Ao}, Faie &t ﬂ%ﬂﬂ%%—% AR A3t frefe B ol
Ao &2 Vet 7 1-29F 1-32 7145 itk o8 g 23 71&9] AenA 743
, ARl wAH] g9 Al|eko] BAlE Al wA oM e Fau & ool Ego] i

>
o

2

10) $=ste 3JATAZ AN 2 ()] ZAAAF(VIFE Hd 3.19%2 Yepdth orh VIFZE 10 7
gro 2 Yehdo = E38ka, LEVS} Credititdlle tE344 EA47F A7]E 4 lon= o)& ¥g
& Ao I3t AnE I AATTH<E 5> FHX).

11) WEIu] -9 & ]prOXy) F FARELEV)C] AR wA e v x| = dgd tia] A5 A3

e A7ATE Holu A @t Defond(1992) Faju]go] S/ E gF@ AL

2 wA|sh= ko] dtha A|ASka 9= WA, Palmrose (1984)9} Healy and Lys(1987)= & 14
Fo} o] FAH &2 I mA ] folgh dEs WA getia Busta gl

12) 23 194 LEVE fFo3tA &2 (—)d F4AF7 YehIARY Credit 45 374 X33 23
4 M= FY3 K+ FHAT7E vehdt), T3 Credir: 25 A3oA 593 &(—)Y FHA
F7F vetda Qo LEvE 23E B 40lM = 53] FEA T 37]9]r BAA Feido] EolA|
T EES BAFa ity mebs] Y 49 A LEVY Credirihe] & ZadA o o3 ¥ (bias)
7F e FHATE ol AThTEFAA). ololl & AF= A (DA LEVE A9l #4435 =
Y 52 FIF AN, LEVE AL el feolgh J3kE nXA] st Ao R ajA gt

N



2t
SHe M8 ZARQI Add folgk 433
CH 5> ZARRI

[
FS 1w

A EH

— 1

|aL E3la

280

ZH A= stofMe SAEel MEL0It ZIKEE

b Asjolthy

&< o5

Big, = ay+a, Size, 1 +a,FRN, | +a;LEV, |+ a,Credit,_, +a;Discount,+ a;ROA, _,

+ a;MBR, | + a P Auditor+ 2 Year_D+ 2 Industry_D+ e,

2 281 28 2 28 3 28 4 285
o=
i = | FHAT F=HEAT sl XA FHEAS
T= 2 2 2 2 2
(29 (29 (29 (29 (29
—18.475™ 0.5330 —0.0612 —17.312™ —18.371™
Intercept +/—
(73.53) (1.31) (0.02) (60.95) (72.37)
) 0.9931°" 0.9600"" 1.0175™
Size—; +
(72.22) (64.77) (76.67)
1.2940 0.9809 0.8648
FRN, +
1.77) (0.98) (0.76)
—0.4661 1.4262"
LEV, +
(0.89) (3.38)
. —0.1167" —0.2684" | —0.1510""
Credit,—; —
(5.74) (10.10) (7.47)
. —1.5872"" | —1.6167" | —1.6302""
Discount, -
(16.26) (14.58) 14.73)
0.6276 1.8568"" 2.4668" 0.0372 0.1837
ROA, -, +/—
(1.51) (11.93) (23.13) 0.01) (0.13)
0.1196" 0.1128" 0.0912" 0.1071° 0.1260™
MBR, -, +/—
(3.78) (4.55) (2.89) (2.84) (4.10)
, 0.8821" 1.3692"" 1.5244™ 1.0942" 1.0836™
P Auditor +
- (23.14) (67.28) (75.68) (31.37) (30.94)
L-R (29 312.75" 188.34™ 199.84™ 338.60" 335.18"
oA &7 8= (%) 83.90 77.40 78.40 85.00 84.90
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Z
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N
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*
*
*
*
*
rlo
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N

13) theldn] g2 S <l #slrt dgste Aol
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A7l 7H 2 AAISle] AR gl EA) &4 non—Big 45 AEE Aol
Attt o] 2 HEst YE 238 29 4, 594 AFASY] X2 A 2 2
(Credit-)®) BAASE 1@ &) goz dehdn ek ol A
5ol B4 e 7199945 119l A LA Al non—Big 48 AgshE 4
U@k, o] HEA - A7) 520002 AT} o], AgFHel FA @
Bl felo] Zair] oleld 2ol mel Blo] gol @ HARAL 7Idhs)
sk @l Uerte Ro® ojgHrh

B A7 7M 3 el AARA A B A RS Algkele A
Aol et B4 33 2 sol A Al B &Discount) e FF ()]
e lel, 719 5e] Beh R gl E A 784 non—Big 48 419
& BAFm glh ol 2kl Rl mA Al ApRS7} AN A

T =
St Aoz e = Qthd
Auditor7} 7V =& &
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Jo oz
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a9, FANE TelMe ARl FES Yele P
7d& Hola vk ol= AR Al WA Al o] ARl B g o AL S 4
©)

Rl =3 T
g%l A Ao w siMdTt. =3 JBY(MBR, )0l =L 7IFLTE Big 4= A

<

o =
o 2
o o
o rlr lo

Py
rr
ox,

o] & Aoz Yehijx gith

< 6> 2 (Dol 7P Fet AR F3(P_Auditor)] 35 S (interaction) & 57}
o =ZH, ZAnA A Big 45 AU 7193 non—Big 45 AL 719 TF AR AAAI A Al
ojulgt ggld B} F#24< 7IXE T J=AE HES Ayjolth By 17 2& 24 3]
2 (logit regression)2 U424 LEVE £33 A3(EE 1)} 284 &2 AIH(EF 2)E I

N
o)
gQ

NA @) P Auditore AA7HALSle] Big 491 7S5 A Aleh Wsolmz WSelA et
& Avhe A9 7Aele] non—Big 4] 7199l SAAVAH e WA E G oJnlahe], mEW
A vhehd Azke A9kl Big 491 /1ol vIAE 24 4

o ABe FHEWSTE AL Alel Big 42 7199l A

of v g,

A, 7147 (Sizer 1) A3 (Credit, )2 F 15l Qo] F frof g MR Yt
ghom, ol d& el TEH fraA Aol gl Ao vehdth 5, A nA 4 non—
Big 4¢ll7] ZAHe 2ok 719 & A o st E7F AW, A8/ E7E B2 719E non— Big

slom, vt = Al wA A Big 4917 S L 719 5 3

42 A7} o] Fo|A 1
Ao 7} AAY A&

A%

14) dbH o2 Big 49 HAES7} non—Big 49 B3] ETHE WS ekehd, <E s5-¢) Aze 15
A Aeel mek s o R uegly)el vehd Az 2 5 Ak s, 7190 34
R H4-¢ AFe] s

g(y)she Al-d ojn] BEgdel(x)S dxetn glong Hi} u
non—Big 45 A¥dte Aor AP w & Fert m2A] &S Jow



gheh w3l 9=l
T OF 25

<H 6> ZHuA A

BIG,

FAAA 2
Slo] A1) Agle]

2ZAfel 2

& (FRN, - )2 TN &(LEV, )
GoJ3l kel S u

o 1=

2Rl FEd

124

aAfe!

ZHRAHE StoMe =AMl ML

olat ZIAEEE

2 Yehta sl

=a,ta,Size, | +a,FRN, | +a,LEV, |+ a,Credit, | +a;Discount, +a, Size, ,

X P_Auditor+ ay FRN, | X P_Auditor+ay, LEV, | X P_Auditor+ ay Credit,

X P_Auditor + a5 Discount, X P_Auditor + agROA, |+ a;MBR, |+ agP_ Auditor

+XYear D+ ZIndustry_D+ e,

79

<E s>4 Azisl viA =,

o of % 23 1 232

23| =AS (2% FHH S (2°)
Intercept +/—| —16.0268 (23.85)™ —16.3311 (27.63)™
Sizer—1 + 0.8981 (25.46)™ 0.9130 (29.22)™
FRN, -, + —0.0735 (0.00) —0.1233 (0.01)
LEV,—, +/— 0.5484 0.27) —
Credit;—; - —0.2106 (3.13)" —0.1579 4.20)™
Discount, — —0.6942 (1.64) —0.7026 (1.69)
Size X P_Auditor + 0.1135 (0.25) 0.1864 (0.75)
FRNXP_Auditor + 1.8952 (0.84) 1.7085 (0.70)
LEVXP_Auditor +/— 1.9498 (1.61) -
Credit X P_Auditor - —0.1372 (0.76) 0.0060 (0.00)
Discount X P_Auditor - —2.5591 ain™ —2.5592 7.07)™
ROA,—, +/— 0.0063 (0.00) 0.1841 (0.13)
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N2 2L JusER 3L RS HASS we PAEd0] TAE Aoz HNE + Ao
B3 ALeE ATREe AG)% 2o F5UsE Ans APH wyel
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|PMDA,| =~y +~ MC+~,Size, + 3, FRN, +~,LEV, + ~v;Credit, _, +~;Discount,
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<E 7> IARA] %A, Al AAuA FYdE ZAnA AT 77t gig
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<E 8 dAMel uA RIE AAEE
|PMDA,| =, +~, MC+~,Size, + v, FRN, +~,LEV, + v, Credit, _ | +~;Discount, %)

+ v, OCF, + v Big, +~yMBR, +,,Largest, + 2 Year_D + > ndustry_D+ e,

Panel A, ZH WA & - Fo| ZAER

g4 HERES FHAT t @t
Intercept +/— 0.2473"" (8.51)
MC +/— —0.0052 (—1.04)
Size, +/— —0.0087" (—5.85)
FRN, — 0.0270" (1.87)
LEV, +/- 0.0063 (0.60)
Credit, + 0.0043" (3.92)
Discount; + 0.0073 (0.94)
OCF, —0.0392" (—2.47)
Big - 0.0015 (0.47)
MBR, +/— 0.0089™" (6.40)
Largest; - —0.0221" (—2.48)
F—value 13.427
Adj. R* (%) 8.59
N—Obs 3,834
Panel B. ZH | Zefoll w2 ZHmH & - =2
. 28 1B-B) 28 2B-N) 28 3N-B) 23 AN-N)
s i F5A% FEAS F5AS FEAS
(t 7 (A (A (t 2
Intercept . 0.2196™ 0.3797" 0.1727" 0.3034"
(5.33) (4.42) (2.15) (4.14)
L R o o e
Size, . —0.0085" —0.0143" —0.0084" —0.0087"
(—4.52) (—3.32) (—2.04) (—2.23)
I i S o
w | O o 5 B
G | [ e B " -
P + —0.0041 0.0501 0.0086 —0.0103
(—0.32) (2.47) (0.42) (—0.76)
oo | -] W o e B
o[ | e e 5 o
Largest B —0.0131 —0.0109 —0.0239 —0.0450™
(—0.94) (—0.46) (—0.96) (—2.52)
F—value 516" 3.92™ 3.39™ 5.50™"
Adj. R* (%) 721 1035 9.99 9.78
N—Obs 1,446 684 582 1,122
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Factors Involved in the Selection of
New Audit Firm under the Mandatory Auditor

Rotation

Mun Ho Hwang” - Sunghee Ahn™*

{Abstract>

Firms which change an auditor under the mandatory auditor rotation can’t avoid auditor
changing cost. So, Factors considering in the selection of new audit firm under the mandatory
auditor rotation can be different from voluntary auditor changes. We examine factors considering
in the selection of new audit under the mandatory auditor rotation. Additionally, We examine the
relationship between the mandatory auditor rotation and audit quality considering the patterns of
client’s auditor selection.

Our samples consist of 768 firms which change audit firm by Mandatory auditor rotation during
2006—2010. Empirical results are as follows. First, 67.7% of sample firms switch auditor from
Big 4(non—Big 4) to Big 4(non—Big 4), and 33.3% of those switch auditor upward(from non—
Big 4 to Big 4) or downward(from Big 4 to non—Big 4). Second, The empirical result shows that
the larger a client’s total size, the higher is patterns that it choose Big 4, and that the more
distressed firm, the higher is patterns that it choose non—Big 4. Third, this study shows that the
initial audit fee discount ratio under mandatory auditor rotation is positive. especially, the average
of initial audit fee discount ratio in B—N cases reveal about 14.1%. This suggest that audit fee
is a factor involved in the selection of new audit firm. Also, this means that the mandatory
auditor rotation system causes to induce the serious price competition among auditors and
decrease audit fee in Korea. Lastly, this study analyzes additionally the relationship between the
mandatory auditor rotation and audit quality considering the patterns of client’s auditor selection.
The empirical result shows that there is no significant relationship.

Our study contributes is that we study factors involved in the selection of new audit under the
mandatory auditor rotation. Also, we find that audit fee is a factor which client considers in the
selection of new audit.

<{Key words> mandatory auditor rotation, differential audit demand, agency cost, audit quality, auditor

selection.

* Assistant Professor, School of Management, Kyung Hee University, mhhwang@khu.ac.kr, First Author
#% Doctoral Student, School of Management, Kyung Hee University, sheean@khu.ac.kr, Corresponding
Author
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