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Aol ofmat Yol YA AMul AL BH O vk AAM b FYSE] RS WA FAle W7ol chsh
o AHYL 2 51, 02 ol gatel HYIAY AP Ame] $5HA 9 FHsAol ek TEt Wl oS = it
ARGz e GAAFON N FAIE WA hFstel AR AWSHA m w43 f 2] 1 AT LRl 23
HeAE otk 53 1 SRAA A0S SAT B0 W1 Qe Aol AF S 7HeAel Tk £ Aol 20075
H 201997k4) 19,182709] S 471 9-AEE Ao R Al AT Baol gAbA el AR Ee] G WA Awmgret
BHATE b3 Lok AA, GAAT AL BN AP rEol F24E BolSk RO ehgrt ol sAM e
qEs W ARSI FAAuL BAGFY 7olF Holek FA7I B Ajot ANsHe Afolch BA, FAAFY Y4zl
o4 AL AT Babel © Urehdth WAL Big 4 SIAMIolAl ZAFE WHE AUk oh e} nonBig 4 814 lol A kS
W 9719 WA E tebdek o)t A f&ol AThA O R e nonBig 4 2AM Y HSoE atel SEIA AL MLk
Be AHUS T 719 AT Awel @ $5ta e ARtk & Q7o) WS FAEY AnE 913 AEaY
dast gAe A gt W FAIB W e olsuAEAA ol Fad AEe AT

B2AOI0 AR S] AA, ARl AT W, AR TA, Big 4 314

ABSTRACT Auditor change for opinion shopping(OS) purpose occurs when firms dismiss incumbent auditors and hire new auditors that are more
likely to issue a clean audit opinion. This change is a symptom of the impaired audit quality for successor auditors, and worldwide regulators
have devised a way to prevent firms from engaging in OS. This study investigates whether audit market competition affects firms’ opportunistic
auditor choices. There are two conflicting predictions on the OS effect of audit market competition. On the one hand, auditors that obtain greater
bargaining power over client firms in less competitive audit market are more likely to maintain the independence and reject OS clients. Thus,
we predict the lower audit market competition, the less OS-driven auditor changes. On the other hand, if auditors remain complacent with their
oligopolistic power in less competitive audit market, audit quality can be deteriorated. Then, we expect that low audit market competition can
encourage OS-driven auditor changes. Our findings using Korean data support the former prediction that auditors in low audit market competition
are less likely to accept OS clients. We also find that the role of audit market competition in deterring firms’ OS attempts is observed in firms
audited by Big 4 auditors as well as those audited by non-Big 4. These findings provide important implications for worldwide regulators to improve
audit quality and support the Korean regulator’s policy to increase the size of auditors.
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ﬁlﬁl‘ﬂ"]—J 3= ALY AEAES A3A7l= S84 ave AR AR
BATE] WolAl= B3 GA| B2tk FAAG S AAeE] Halrt v d s Aol #H st
o] **530“1:'101]/\1 = AAREE 2 FARES] disid e o8 A AdRE At Sl v
(Kallapur et al. 2010; Boone et al. 2012; 232 5 2014; $ X 0|9} 2238} 2016; 51YX4 S 2018),
G719 713724 FA) A8 =, ZAR AT @Al vlAl= Gl dsiA= a7+
S Aol £ A 2 A 2 9 A ol QIEL B AAL A B o A
29 (audit opinion shopping) BAF} Telstel AN BARES olol Hl A FFE A
BEZAES EZO = 3t

ARA T et S AALE AT FHARelo] HESHE AL AL AHBA GO A EAbzfe)
Ex oA A A o Z 23t &S u] I th(Menon and Williams 2010; Chen et al. 2016).2) o] of w-&} 7]

o BAAae gog 2702 §A5] P8 B AL AL wo et 9lo] gltkLennox
2000). £3] S A7 EL H1AY A AL WA A P 4
A& ol e $20] Ak )9t o] A AL wnR S $9
Aejol Faw QL v1A % Atk Ol Sol, 7|AL AR BAAL W
40 o A ool B AR B 7ol sl ol Akeld Fos ddeim
A AA 2] FANBEL E 4ol gl AT 213 Es) Frh(Securities and Exchange
Commission(SEC) 1988; International Federation of Accountant 2005). U]= 2] 3]+= Enron AFA o] g
A3k 0] 5 Sarbanes-Oxley ActS A F3HAA ZAI AT BA-2 o412 B ool thsf =2J3k9)
11, o] 33t T4 =S W3t u]= Public Company Accounting Oversight Board(PCAOB, 2011)+=
AT EAALS] EA - ot AEE 4335t ). European Commission(EC, 2010)%= 7FAFS] A
T Ads AAANA fEsfobst= S8 olE s I AF PCAOB(2011)=
Auditing Standards No. 26102 9F3E3}o], ZFAFQ] n A A] A ZHARQlT Q] ZhAFQl o] ZHARQ] W
AAFG o] & A2 AZ(communication)dh= A2} £ QAS 7FRsHE Y E3F 20153 SEC=
Concept Release No. 33-98620]| A A Q3] 7} 712 AR Af A 22 A ZstA Y A QAHE
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D HEHOR PTG BANY] AL TABLS TR 5 Qe A, A 9 T W] BYM 5L 25
FEAAI S0k S AR SEATA EYHAHERH Aox L A9xe 2)

2) A8 S0l HHgelze] ANTR ot st AgERo] e, AF BA 947 oKL 5o ol
244 A3} 298 4 slosl, ZnHo /0] BT olold % YT(AHA 5 2018)
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e Welt B3 FAFES sHe HES AT SECQ0IS)E o AR FAHE 37
7199 AGAE] FAYATHE BH 02 FANL WA FEL AAT 5 9IS AR 7]
dstsict 22l o)3 Algte] S websly] §1) SECE B thoFd AT E Y 22 o

ol 233 vk 3ok

A7 2 o]# T HE BHYste] A= dA AT @ 2 E " I v ET
of gt Ao} o] rALel AT WAre] L vlAE lo] thal AT-E WA Sk Sl
Lennox(2000)7} ZHAF2] 24} fa 2ot 2L Akt o] & B3 AL oS s of
2ol gt A AT @Al GG v aele] tfet AZATe] 62 Choi et al.2016)
= Ul%"ﬂ 4] Sarbanes-Oxley Act 7\1] olF AT FAE AT AAK AT A LR Fof
Sdoe e HAH

24 :ILQJ' AH HHE AFFA = Newton et al.(2016)> FAA Y] AAFEo] 2255 9
ol WAbol 7oA UehdS WSk SHA T AT Newton et al2016)3} W] Lo}e] 2
3t zlo]™o] Itk Newton et al.(2016)2 AFEESZ YRZFA o st ZAFE7F U=
Accelerate filer(3E3F4] 0] 75Wul & o|AFe] A1) Ao 2 519l ESF o] Zo| A% Big 4
FARLO 2R IS W W7 QUhe ko 2 g B TS o] ote] BAjalglth 1
| AN AT ool ol21 AR A A1) A9 el P13 S
otst7] HallMe T271d 2 $4F A2 7Y AAE W U7 9A 240 A

71= Ao T8t A Aol A= ZAAI o A non-Big 4 3 AM 1 9] Al &0l HA F71

=2 0>
:\9

l‘ﬁ

33l Q1SS 91g3}al 913 (Chang et al. 2010), 2 HF9) £ E-S A1 R 2= non-Big 4 3| A H
Lo IS W 10 9%l ol27] WESIEk o) Sk g 298
oMM ZAO] 2 FAE S A=t e W, AHF22 AR el ¥2 Aoz 43
non-Big 4 ZARRINA = o] 23t & Aol wet 7t &= FAN =74 1111—4 -84 ax
GHCEETEEEE EL S FEP EREE D

AES Sgste] W 7S e 2 FARIEY ZARAeE0] oA

AN BAeEo] AT B vX = dF LR

- ok AR, BAFEo] B AR A ZHARRIE] @A

TR ZAFEEE oA 2 ARG £ o] FAIE7] o] FTHPCAOB 2011; SEC 2015).

A3 Aol A 7| ol A A AS AANS A 2F5HH W& A= 519 TFARRIS

I =74 A AYE AT FHoE g7 oHFu ol S = Uth &, FAKEY FA

Hop ZAsHA vehg A o= oA SHoh v, ZARR1a 577

A 7+ P42 (bargaining power) S HOA| ZHARI O] =7} A 02 A2 TFALAIR ol A ZHARI-S

3O 53 A A9l wE w2 FA4EE 085t A7 Yo YAaufol
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) a7 2A42 Sl B4 5 ofel 2/EHE AATHAG, S B, Heckman's
two-stage 2412 B3l RS FASAT, AT ABLEE 53
o O 8A S ol 85tgon, AT NSE thersiAl Bojs A B4 o) 2L Selstarh

B ATE e Be UL 25T AA, B ATl AL ABATE Gste] A AT
o2 Jue ul A 2eg 27k AN *%304?011*1% A AT B oA

LSk nolo s FASE, 129 Fa4, 9Tl 2FAE 52 A A5HT 9IrkChoi et al
2016; Chen et al. 2016; Chung and Kim 2021). & 1= ZJ/\}/\] Zo] o AALFo] o)A A
A RIS £elo] B 4 4ee 3R AR, Big 4 ZAALZRE AALE W A%
FR7F 2 7199k Ao 2 YREA oA tfdt o A1u] dAS 2HA S Newton et al.(2016)
o] AFE B A, 2 7€ AR AATE] SR vA = &l Hig A
AFE AT A BAeEo] AR n A= ol T A+ £427
7t EA =] Sle 7 2 dFolAe FAAE Y W BAeEo] AR A8 #-ste] O
SHA SR S 8oz A8 o dS= AR

2 dF= FAZIEAARE A2 AW A S AlFeh FAY AT @4 2 A
BAL FAA7IHAA LHFL E TS 7HAL FA oItk F FAREE NS fI% =2
AA S5A % AGA & AEA et R AZSE Al JAHA S r=dte A
A Eo] AAl Folthd) I A GA A= ol2e A daido] tisf L7 ==
At 2 dFolA = AL W2 BAeEo] gAY S1A FR S4AY = Ae< Al

=

3) °l'°'4 Xﬂ£~ﬂr T A8 Hr2e ARl 554 AP 9. IAHEA B3 FAN(LIIIE L 2020.10.28.),

TAYAYY FAHOF Ay o] AL FEEAA 2019.01.22), <AL SEA 40AFK . FY S & 97

H“" GIE=FA 20188 29 1397h), I “IAYA e} - SEAAREE wo AF IAET(RE L
2018.01.16.) 52 7|AFE #=xsl7] Higt
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AB glol Bl AEe] 9] Fae FuARI D AR /| Uk, B & AT wAL A
S ARl AATE Wabl A o] o8 Fel e 9l ol S A
£ oA ZRAel ek

£ ATE bt ol TAE ] YTk ARG AFATES A5t /S AT A
PPN AE ALRGT BLE 7145k, AUFAAE T8 AFEH BHE ALk A5l A
L 27hEH ATE AASL, Aol At AT ATE aorstT A7 FAH L ARS8

o,

&

I, A3d+ o 7Hd 24

2.1 ZAre|5toof chet M

A AT AAfold 7ol A AA S TS
A AHE WS dE =T AAE e v R
2H7] g Zol(dl: A&+ 5t A22E o &, A&
BHEe 71dES AFYAS AN T 7HsAol = 2l
2ho] FAI71 8-S AR YA = stoll A A AT dAbo] AT Aolehe= At AiE Fo
$Fth(MacDonald Commission 1987; Cadbury Committee 1992; EC 2010). 18|32} i
o] mE BAAQ G $E5tY o] AT FAH LR o7 A=F AR =AU
t}. 9l & S°1, Worldcom ! Enron 5 &] 3|A| 74 AR o] QlukE A vj=o| A= Al S| S- A4
= Axste sz AR ZAnA A= Fi3 =S FAEJIU=T ol ojFo=
PCAOBQ2011)E &3l Al =25 gttt

I FAI718E o] 7t L= EF5taL AP AT A= AT Aol EAEHA FA
U, oA B e 2tAkel BA leksbei ek ZAFE Aol A& A ehethe Ak A sgk
tH(Chow and Rice 1982; Krishnan 1994; Krishnan and Stephens 1995; Geiger et al. 1998; Lu 2006).
oo} 22 ZAR AT A ol et 3HA| 2] A= Lennox(2000) 9] ZHAke] A ol H 4= 7= A)
2 A%E A "k Lennox(2000)&= ZHARRIS 1 A|5H7] Axt £9] AREA Q1 A A& v
gk o] oy ek, AR wA| of Fof whet 7] o] BIA Y A S TS AP A SES A=W
E2 ZY6IAH FAR o= AR nA| Al v A oA S B AP A gEo] nA|5HA] g
G Hoh o B2 ARl A 7ol AARIE ARG o]= dFul £4 9] AR mA|7F =
Aoz HYth o]eh 2 22 W E o] wal Lennox(2000)= =742 A= FA A
o] AAe HASHAT. 22 aL o] o]of AP AFoM = vl=E HES T, =Y 7| FS0lA
o) AT FAyo] AR TS A535} th(Lennox 2000; Chen et al. 2016; Newton et al. 2016; &|£38}+1}
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A 8|4 2015).4)

oo} Zro] A FAIEH o A AT 2 9] 73] 7oA AR AEo] AFH OB JFEIL
U= 7hH 5 AFollA = T2 AR AT @40 B8 2 o e} tlE o] AR A
of = PIA= &A=l et A7 AA =L ot 9 & ¢, Chung et al.(2018) X 2| F5}}
43 4(2015)2 A F2 2 ARl A o] F AR A | A A2F 27 (Type I errors) % A
FARE A2 she 17 F7hetal A gE] WA o] F71et= 59 AAREE ] st A&
Astal Aok EFE, Chung et al.(2021)2 oAl 521 9] ARl 1 A| o] & ZhZ Aol A 3] A1
Hol f-840] stk ol 7S AR E o] &5t AFHih T, A AT Aol
TS u)R]= alef gt A= FFT 5(2016) Sarbanes-Oxley Acte] W& o]F m|j=7|HE
Atolo| A AL A @AFo] EolE S WA ol Y AV e AU
o] Zhatol AH) A =7t A X 4= 91-&-L AJAFEITh T3l Chen et al.(2016) £ 7] JES At
o2 A EY HEY oA LAY AAA FAET wS5F AT 4ol B AsHA U
b2 st gtk Newton et al.(2016)2 ®l= 7| 5 F&F20] 7599t & o4k
Accelerate filer 5 Big 4 3| A A0 2 HE ZALE W Y7 2= s 7Id=ol W
FEA AR A A 7] 98l AAIS A= Aol o= DAstH, o] g A4dol
AR AAFEO 25 73S o=l

2.2 ZAIAIES| Aol gt MAAT

20008t o1 Arthur Andersen®] S} Tl E0f AR S] 5317} A8k of whet Al A 2=
O] FAIZIHEL AR 47 i AR QLo o3t A A7 ZAMA ol o|H F7F2 H]A]
=R tis S TS 7] AFRTS 53] A7 HS A2 Ao e IJARAY &
AIE 0] ST ARl A oA AALIFE 253 o AAER 0] sttt AR = HESHA
Asdhe A2 obdA o tigt A E EAISHATH ot F2E WYt General Accounting
Office(GAO, 2003, 2008 %o} Government Accountability Office2 7JH$h= T ZALE 4345}
Rou Bt 423 A XA, Al FARAE S dske 271 AR oy ZrARE S 1]
A= adtof thgt Hof AAF AFE T AL A 235 ThY Ao A= o] HTt 2%

4) 3] HFSG FAHQ015S T VP7I9S PO Chung and Kim(021), F54 $2018) 2 F7e2021)
2 S 4R719e tor AT Axe] EAETHe A5EAS AL It

5) 199098 SARA MRS Big soletn el 9] g FAMASo] ANPGRS GEES AARL Ach
olF 20009714 o2l 79 L §3 Big 80| Big 52 AWMU, 20014 Emon AR ARE Arthur
Anderson®] ZSOE Big 4% AWMHUT. AN Fx ool dhd Bk FAH FEE 237 FQ014S
Hz37] i,

ofFl FAZ|HY LAYl hF Bk AHT hES Eu1S 5019, 20207 HAH F018)e Fx3y] v
£5] FUHQIHS AY-AEEE PAAHAS AFSH ARG 571 BeSE = PARIG] AAo] Aot
S5 S99 WA BRAROR 2T BAHELe] ASETE UFFAS AN ol sAEee) U

6

=
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2 WRako] 2010 T 2M7EA ZAA RS AFE(EE Qo2 FYYE)} v wF Al
ohsh chapat A7t s of St

4
ALQ003)E A AA5Eo] FAIBAE WAL FE Y 5
BTk BAAR S Aol 57} o
=0 ol Z A7 GA IS EYF| =t 143 oA 2
ojm|gte}. o]= FAAE Y] BA o] E24F HAREE | £ Aolghe &40tk i, 4
o] Aol S7I%tthE A @ AARIONA wHEsHA] £ 9 AR AAE 7S
2 Aol A S o] whE H|-E-2 #0]7]| = Bttt o= HAE Y ARl m=F AAEE
o] oA Holgtz Al olth. 09} T ARtE of| Fo] W E o] AP AL AFET=
T ojQlt} o9& &9, Kallapur et al.(2010) 3} Newton et al.(2013) 52 AR 227 =
- A FAREFA o] Attt Busta glow, ol FA171 ¢ S8 %= 4 A
o] 2} HEt 2 Boone et al.(2012)°0]ut 2 F(2014)2 AF2] TAYALS o] &3t FAAES 3
FTE7L =2 A-A oA FARER 0] StEstaL, AR Tt shetbete A S WASHAH o=
AR AFET7E 22 B35 AARERC] st 4= Qltke A7 8] St duE At d = 3l
t} 3tH, Choi et al.(2017)2 1994 Price & Waterhouse®} Coopers & Lybrando] 3$H3s}e]
PriceWaterhouseCoopers7} A&7 32 o] Herfindahl Index”} 57131 X9, = A ¥ Herfindahl
Index 2] HM3PH == AAFEFAT o] glotal Hustal Qieh?) ojof e APdAFE9 s
ZE5HH ZAAE O FF =7 AR vl A= 3ol e £ 2T = EA = o] 3o, o]
i3 DeFond and Zhang(2014)> ¥ FA9] & A7 o 32 a7} &S dFst3ich
F| o= ZAAE Y AL FESHA AFEH I Ak 3HEA 5(2018)2 AU == At
A AREE S5, BTl 225 FAEE] AstdS TAsAH 20 &
(2019)2 HAAE S ARl S71E5F AAES7E 44T S Sttt 2n&3 2535
(2021)o| A= ALl o] A7 FollAl Wol ET+F FAREY BA=TL B A FAE S
steto s AAddTE AL stk B3 A (2018)= FAMAEY] A o] FrtdE AL
3| A

= A=
Bt AHAOE AP Hol W o, Pul% F2020)E FA A FYEL 2EGAL A
o
=

n
o,
o
H e
oM
N
in's

—

£ Ao v ggel gl AT $ure HE3H2016) FAAG ] AFET Z7hol

ek AR WA 7L RIRSHA] EAYsLAL, ALSEA|Zho] S-S ST ol AN

o @ AEskE Bo PABAY S RS U FASBY dsleh Axshe
7) of7jo] AFF HPATEL MR T2 ChRE GAEAS SHAES ALk thebd 9 o] Holgo] WARE
L% M) K5 olf gAHEdo] hildolehd, AR thE St the Suel PAEd
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o 249] T B|AMAS ] o3 FHH Agol7] el AAo] FE5te] Akl WA7 Lol
WA 93 e olnlgih ol AFEI B AR A Al TR o) hakel mA
7187} Wk A2 7Hs A o] 98- AIARRITh T ZARAI ] A =T} AR AT A
ofw g FS vl Ao sl AP A= AR AL T Newton et al(2016)] F-$ A
o] AAo] YREA 7o 1A G An 7] YOk %A £ uhet go] FE7} 2
1719 % Big 4 WA O N E A WHE 7| Quhe AR Yrke Sl Ytk 5, 9%
QBT PR ekl TN ABFEE AL 25N BRE S Ak £
non-Big 4 ZAFQ19] S ZAAI A A SRS TS Y S A1) ZAAAY A
Tl whek ghAAoE A Al @719 AT A=) thk igel ofmt Xpol 7 qliA] A
Hui R ojn) gl AFFA ol

23 7tdel 3

& Q7oA Al AR AL HFE o BAeEe] Re o ABrEe] w2 B+
o vlwste] 7] o) oA A= 9 ojof Tt ZHARQle] f-S-ofl oW 3t Apo] 7} QlEA] A H )
2 gt} H 2 A9 ggsto] wet A Ae] AR TLET} 7R ok u] X = Gk i3]
A o] otz 3L Ql=H], o]t AR o ME7E 7149 71852 H ARl AdEe] nA= g
Foll sl =ul 719& Fe 2 A& AF= obF itk AR BAsE o] #A A T
o mAE §FLEE 52 dutE F 7HA] ol o] B 7S

A, JAAAANE L FAeEol He A AR AT @0l B RIHsHA AT Aol
&0 7He sttt AR BAeEC] B o AlFS Aot 259 AUl A F
ste] W2 FH 9] A H| AE Al S AT HE(PCAOB 20115 SEC 2015), 3§ ZHAAIS] ZAREA
< At oz A F4E Aol &, @AY A2 AEHA ¢t w7 de] 5342
A FAI A X AL o= AR Al AR O 9= v #ut ofdEh A
Aoz FFE v 5= ok 1§ S0, W7ol A4 AAIAE AABHA] e 79 AR
WA F= QUoks A 71E BRI &3] SWE 7He0l Atk 53] W2 FATE 5
A AR O 53 A AHE /AT FH 02 w379 ATl A5 & 5 Atk o
= A AP HA A7 He] et AR sk A Sl F, FAAT Y W2 FA+ER
AR A ) @2 3 HH A FATE 7 = -

a2y e o] A S & Ths sty AR BAsE] ReeE 28] AR AT Aol
A Aolgte dlSolnt. LA, AL 93H7] 9 2t @/ 2 (bargaining power) SR A o] 24
oltt. HAMUZF BAEl ¥ BF Aol W7ol wsh w2 S 23 sl
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émloJ

8) & dATREoNAE 49% 71| 7IU-A%=7t non-Big 4 AARISZRE TARE T Qe A0 et
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AHL A ATolA o8 AZST Ak oIS Sol, WA} ¥ 7]4:2018) FHAAAS] A7
o] £& AHOH L AR 7F e o zrArlo] ZARtete] FAolA Aol e
g 2B AT, A o] £ 4T URolong ol § ErH BAATE A4
o ES AR hEEGE0] BSHE 2 AR ARET 4T AN BA
27} ZARAI A ol 4 2] A $17F obH A ZAbEAel] Lejn|elo] )3t AR BuEm glck
(Ferguson et al. 2003; U527} 7] 3 2006). 1|3 Berel 4 2hAp19) 57 22 ghapel $:9] A)
AN @71 AATHE 2757] WA ¢ Aol T AATHE A=t St 7habal
o] 1 EIHYA A\ ¢lo] T2 B WAL ol §3te] W@7| Qo) AT $3HX W THs
ol Bt Z, AR we ARSET A AT A4 7 22 BAL 7T

Ol AFS] W8-S FaHShE WA O] Aol BAHS AT B A 0] ZhARel TA/F Ao of W

AL uAA o A E F 7FRA] 9] AutE = o Zo] 23T EL o]} e AHHE L g A E
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V. 84 23

4.1 7l& SHZ}E 22
<Table 1>°] AF&A HF 24 AHEE WS 7|25 AFS Hustfth S5+ ACHY

Bt 0.1902 2 ZARI-S WA R 71‘§°l A B2 19%E AHASHL Q. F7]of FARIS =
FE HEHS B2 BEWNCO)Z 0.4%0]H, A7 v A A& T2 FE(NCO.)2 1.7%

011?}- ole 7| A AFolNAN Biid Ao FASIH FAMTE VesATE AHEY O
T IAMJ L2 RE FAAHAE AT EE(Bigd)> 51.2%0]0, B7|of EHZ 7|15 &

E(LOSS) 28% 2 UEtgth BE A&HeE S91] 1] 9% BASH] Yt ZF st 1%
ol ol Al ZA(winsorization)s}F I, B Ao A AFHRE RE W9l A slo] BEo|dt Bl 3

57 stk

(Table 1) Descriptive statistics (N=19,182)

Variables Mean Std. Min Ql Median Q3 Max
ACH 0.190 0.392 0.000 0.000 0.000 0.000 1.000
P OPS -0.074 0.475 -3.421 -0.022 0.000 0.000 1.247
NCO 0.004 0.064 0.000 0.000 0.000 0.000 1.000
NCO,, 0.017 0.127 0.000 0.000 0.000 0.000 1.000
L COMP 0.070 0.095 0.016 0.029 0.042 0.071 1.000
SIZE 19.099 1.480 16.601 18.075 18.792 19.829 24.052
LEV 0.218 0.174 0.000 0.055 0.200 0.347 0.660
ROA 0.036 0.077 -0.251 0.007 0.038 0.076 0.230
ZSCORE 3.469 2.298 -0.685 1.988 3.000 4.455 12.774
BTM 1.193 0919 0.089 0.538 0.954 1.564 5.010
SCHANGE 0.116 0.391 -0.631 -0.054 0.056 0.192 2.401
LOSS 0.280 0.449 0.000 0.000 0.000 1.000 1.000
Big4 0.512 0.500 0.000 0.000 1.000 1.000 1.000
CL GROWTH 0.120 0.119 -0.153 0.046 0.095 0.155 0.570
MKT SIZE 0.050 0.039 0.001 0.020 0.045 0.067 0.144
INDSPE 0.193 0.395 0.000 0.000 0.000 0.000 1.000

N_AUDIND 3.116 0.945 0.000 2.565 3.611 3.829 3.951
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1) This table presents the descriptive statistics of the variables used in analyses. Continuous variables are
winsorized at the top and bottom 1% of the sample distribution.

Variable definitions: ACH = 1 if a firm changes the auditor, and 0 otherwise; P OPS = the opinion shopping
variable of Lennox(2000), the difference in probabilities of receiving the modified opinion between the
successor and incumbent auditor; NCO = 1 if a firm receives the modified opinion, and 0 otherwise; NCO,,
= 1 if a firm receives the modified opinion in the previous year, and 0 otherwise; L COMP = the inverse of
the number of accounting firms providing audit services in a given year and industry; SIZE = the natural
logarithm of total assets; LEV = ratio of total liabilities to total assets; ROA = the operating income to total
assets; ZSCORE = Altman’s Z-score [1.2*(working capital/total —assets)+1.4*(retained earnings/total
assets)+3.3*(EBIT/total assets)+0.6*(equity/total liabilities)+0.99*sales/total assets]; BTM= a ratio of book value
of equity to market value of equity; SCHANGE = a sales growth rate from year ¢-I to year #; LOSS = 1 if
net income is less than zero, and 0 otherwise; Big4 = 1 if the auditor is one of Big 4 accounting firms, and
zero otherwise; CL GROWTH = the change of total audit fees of clients buying audit services in a given
industry at time ¢ as compared to those at time r-1; MKT SIZE = the relative market segment size, measured
by audit fees to the total market size; INDSPE = 1 if the audit firm’s market share is 20 percent or more
than 20 percent within industry, and 0 otherwise(Reichelt and Wang 2010), where the audit firm’s market
share is defined as audit fees collected by the audit firm divided by the total audit fees paid by all client
firms in a given industry and year; N AUDIND = the natural logarithm of the number of industries where
the accounting firm provides the audit service in a given year.

3) We report the results using 19,182 Korean listed firm-year observations from 2007 to 2019.

2

~

<Table 2>1= £ A7) 4 ALEE W4 70] ATBAS Bl Zrh FAFI AT M4(P_OPS)9
ZPAFQ] TR RACH)E §-218F ()9 ATTATL Lehideh. ol £ A7 HRAA AL 7
o] £AFS Slnlsh 202, MAATAA WAL Axket AR Feh. B3k, FARICNA 2

(Table 2) Correlations

Variables () (2 (& & & © O ¢ O a0 dn a2 «d3)

(1) ACH 1.000
(2) P.OPS  -0.163 1.000
(3) NCO 0.017 -0.050 1.000

(4) NCO.,; 0.239 -0.612 0.062 1.000
(5) L_.COMP -0.007 0.027 -0.003 -0.016 1.000

(6) SIZE -0.073 0.131 -0.028 -0.076 0.106 1.000

(7) LEV 0.002 0.126 0.059 -0.046 0.022 0.188 1.000

8) ROA4 -0.006 0.085 -0.097 0.052 0.029 0.177 -0.259 1.000

(9) ZSCORE  0.001 -0.023 -0.066 0.072 -0.051 -0.174 -0.698 0.394 1.000

(10) BTM -0.040 0.095 -0.032 -0.069 0.016 0.278 0.072 -0.049 -0.052 1.000

(11) SCHANGE 0.032 0.018 -0.039 0.040 0.004 -0.002 -0.008 0.225 0.009 -0.056 1.000

(12) LOSS 0.037 -0.233 0.075 -0.020 -0.005 -0.180 0.290 -0.634 -0.338 -0.028 -0.130 1.000

(13) Big4 -0.093 0.061 -0.021 -0.003 0.088 0.387 0.000 0.113 -0.014 0.059 -0.014 -0.111 1.000

This table presents the Pearson correlations among variables used in analyses. Figures in bold indicate the statistical
significance at the 5% level. See <Table 1> for detailed definitions of variables.
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(Table 3) Audit opinion prediction and auditor switch models

Dep.= NCO ACH
Variables @) ) 3)
P OPS -0.384***
(-15.98)
ACH -0.113 0.017
(-0.87) (0.01)
NCO,, 1.530%%%* 2.244%%%
(7.29) (7.72)
SIZE 0.014 0.010 -0.039***
(0.37) (0.25) (-3.88)
LEV 0.824* 0.613 0.371%**
(1.76) (1.17) (3.90)
ROA S2.37THE -1.988** 0.315
(-2.65) (-2.10) (1.55)
ZSCORE -0.104 -0.087 0.007
(-1.43) (-1.24) (0.94)
BTM -0.209%** -0.230%** -0.057***
(-2.74) (-2.70) (-4.03)
SCHANGE -0.453%** -0.471** 0.052*
(-2.77) (-2.13) (1.83)
LOSS 0.229* 0.339%* -0.058*
(1.86) (2.45) (-1.77)
Big4 0.012 0.009 -0.208***
(0.11) (0.08) (-8.70)
ACH*NCO,, -1.061***
(-2.74)
ACH*SIZE -0.003
(-0.03)
ACH*LEV 0.862
(1.21)
ACH*ROA -1.042
(-0.98)
ACH*ZSCORE -0.040
(-0.65)
ACH*BTM 0.029
(0.28)
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ACH*SCHANGE -0.090

(-0.29)
ACH*LOSS -0.511%*

(-1.98)
ACH*Big4 0.028

0.11)
Intercept -5.628 -5.611%%* 0.090

(-0.48) (-7.05) (0.48)

Year FE Included Included Included
Industry FE Included Included Included
Observations 19,182 19,182 19,182
Pseudo R’ 0.322 0.342 0.065

This table reports the results of the audit opinion prediction model, Eq. (1) in Column (1) and (2) and the
evidence of opinion shopping from the auditor switch model, Eq. (2) in Column (3). Column (1) assumes the
same coefficient of explanatory variables between the auditor switching and non-switching firms. Column (2)
reflects the possibly different magnitude of coefficients between these groups and allows the difference by
interacting the auditor switch variable(4CH) with each explanatory variable. Based on the results in Column (2),
we estimate the difference in probabilities of receiving the modified opinion between the successor and
incumbent auditors. Using the opinion shopping variable(P_OPS), Column (3) provides the evidence of opinion
shopping. See <Table 1> for detailed definitions of variables. All analyses are clustered by firm, and z-statistics
are reported in parentheses. ***, ** and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.

4.3 ZAAIEC| Z™o| o7t Sdofl 0jXl= BE
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(Table 4) The effect of audit market competition on opinion shopping

Dep.= ACH
Low audit market competition L COMP L COMP bottom25p
Variables ) ?2)
P OPS -0.461+** -0.431%**

(-14.50) (-16.51)
L COMP -0.319 -0.098

(-0.78) (-1.35)
P OPS*L COMP 1.391%%* 0.218%%**

(3.31) (3.68)
SIZE -0.037** -0.038***

(-3.77) (-3.82)
LEV 0.364%** 0.373%%*

(3.83) (3.92)
ROA 0.305 0.328

(1.50) (1.61)
ZSCORE 0.007 0.007

0.97) (0.99)
BTM -0.057*** -0.056%**

(-4.00) (-3.98)
SCHANGE 0.051* 0.052*

(1.83) (1.84)

LOSS -0.057* -0.057*

(-1.74) (-1.75)
Big 4 -0.210%** -0.210%**

(-8.76) (-8.78)
20%(L_COMP bottom20p) = 9] 50%(L COMP bottom50%)°) SFF=Ao] Y3t GuHsS ol gsiEety AT}
£ AT, S 2 AGARE SAYUS) 8 IE0R Gxd UEH S AUT F 3 e9S of |

Ayole] Zrog ZATH ﬁ’—.\%—f—(L7COMP dec‘lle)E /\]' ot A7E A BAZISL dAEh E5] B ¥ Ak
¥ LS A AN SO FX aE AN 4 U Bu ohekElas 5 2018), WA A4
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Intercept 0.406 0.179
(0.89) (0.88)
Year FE Included Included
Industry FE Included Included
Observations 19,182 19,182
Pseudo R’ 0.066 0.066

This table provides our main results using Eq. (3) that investigates the effect of low audit market competition on
opinion shopping. Using different proxies of the audit market competition, Column (1) reports the results based
on the continuous variable of L COMP. Column (2) uses the indicator variable of L COMP bottom25p that
equals 1 if the industry is included in the lowest 25 percent level of audit market competition in a given year.
The numbers in parentheses represent the z-statistics based on standard errors clustered by firm. *** ** and *
denote statistical significance at the 1%, 5%, and 10% levels, respectively. See <Table 1> for detailed definitions
of variables.

V. 37184

5.1 ZAel QB0 L2 SHoEE A
DA ol A AL ATSHE A= D Ae] BT hSHAL A 43] et Zol}
91& 4= 2 th(Simunic 1980). oS E9], Big 4 A1} v @ 3te] AR o2 A|ZH{go]

© non-Big 4 A AL ZAAFY BPSET BAYC] AFHFES §H L FYT BHoz
o271 49 AT Awe] S 7HsAol gk et BARIZE RS FO] B AR §
ANFANA BAAEL 1 o] BA] I@71 Dol ol £ BYEL 2 Hol 1 A7

o Aol &8HA] k= = T

871 F 7HA A 7hs = S ok] A3l Al Big 4 H non-Big 4 Zy7h9) Htol| A ZHARAA
o AR EE EEE SHT L COMP W55 AR A ZAF =S F FAM]
Aol Hil 2 S A2 Big 4 A1 non-Big 4 ZHARR] 7 A AT 7ol *
Rbget Aol 183 oo} o] MFA 5783 L_COMP W5 4] (3) ¥ol slAZ4<
SFATE <Table 5>2] E(1) R B(2)= Big 4 ZHAHI 3 non-Big 4 ZHARQ] Z42he] 2o g
AE BoEoh. 4(1)olA P_OPST P_OPS*L_COMP?2] 3| HAAS 3H2 242 -0.578 L 1.81
BF 1% el FAH LR ot A2 2 YEEth o] 3t A= non-Big 4 ZHA
Q)M = FLHA UERHTE ol AR W2 FAeEo] a7 A4
&7o] Big 4 A1 ZRE HARE W 73781 obYE, non-Big 4 ZHARRI . 2R E HANS
= T Aol M = wEEE o]tk

11) 57}2, non-Big 4 SAMY WHE 1 el et AR FAFEA Z181%0H FArel Ao v o
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(Table 5) The effect of auditor types on the association between audit market competition and opinion

shopping
Dep.= ACH
Auditor types Big 4 Non-Big 4
Variables ) )
P OPS -0.578*** -0.371%**
(-10.97) (-9.26)
L COMP 0.341 -1.155
(0.65) (-1.42)
P _OPS*L COMP 1.815%** 1.079*
(2.93) (1.94)
Intercept -0.683 1.004**
(-1.15) (2.24)
Control variables Included Included
Year FE Included Included
Industry FE Included Included
Observations 9,793 9,369
Pseudo R? 0.071 0.068

This table provides the results of Eq. (3) based on the type of auditors (i.e., Big 4 and non-Big 4 auditors).
Column (1) and (2) include our sample firms audited by Big 4 and non-Big 4 auditors, respectively. The
numbers in parentheses show the z-statistics based on standard errors clustered by firm. *** ** and * denote
statistical significance at the 1%, 5%, and 10% levels, respectively.

5.2 Heckman &4

® A2 2 B A AA5E0) L FAAIAOA THLel ATe dako] § e S
Qlatedcy. D] AR BASEL SISt ofU e 7| A S 89l Ei Akl B4R
of §FS U= WS 7Hedol At A& S0, AP AFoNA = A BAFEo] 7]
A, 484, AFAAL, AR 29 327 o o8 s ¥e Aoz Busky Qo
(Scherer and Ross 1990; Hogan and Jeter 1999; Chang et al. 2009; Fusillo 2013). =, & d3£9] A1}
7t ZAAE Y] AR =] Zpolofl wheh AR A o] ofyz} o]of] GRS A= 7IHEL 8 H
AR B4 2219 Folol weh wARE T o] ATk oloh T WAY EAE EAT B
2 Heckman(1979)0] A| A1t 2 A E-4](Heckman’s two-stage least square procedure)S AE-3}4

=

A

l

T ot g et wabd nonbig 4 SAUYE YUASIA b ST AAYL 19 we 4y

Aoz Fuslol F7HRAe AASKT. BAAM, AT d8L ¥ AAUY I oIy 5 AR 9
W, Y] e Aazol S WAE SR I R 2 nonBie 4 AU 1§ HelHE B
ST, ol 4% AL AR AAGE0] ST W7l ol £S BAEE WXSIolE
HrjHog ofegol e A
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L_COMP bottom25p;, = B+ B,SIZE; + B, LEV j, + B3 ROA ;, + B, ZSCORE,
+ B LOSS;, + B BIGA; + 3,CL_GROWTH,
+BsMKT _SIZEy + B INDSPE , + 3, N_AUDIND ;,
+ YearFE + Industry FE + ¢, 4)

A (e 194 24 2F ) AHgE Z2H B oltt. 4 (4ol M= FAAR S B 9%= 1
2= 99l 2 w7ty o] EAml ofgt ZHAR] EAL HAiuyiag 2y)sle] gL A5
th12) 2 Ao A= 9o 1ThA Z2H] BF L E3}o] 13t Inverse Mills RatioIMR)S 4] (3)¢] 3=

7¥stel WAL SABHATH <Table 6> Panel AGIAIE 18] T2 8] AR A 9] ATHS A A3}
%31, Panel Boj|= 2ttA] X A0S B 13T} Panel B EXAWE B, P OPS*L COMP
bottom25p 2] B A T2 02192 1% FEAA T HH 2 &2 Uetdnth o= ZAAE 2
) AR BAARTA W) S TL B84 71984 oLt A

N

(Table 6) Test with Heckman selection model

Panel A. First-stage using the audit market competition dummy variable

Dep.= L COMP bottom25p
Variables @)
SIZE -0.046*
(-1.93)
LEV 0.335
(1.36)
ROA 0.484
(0.93)
ZSCORE 0.009
(0.54)
LOSS -0.130
(-1.53)
Big4 0.246%*
(2.44)

12) M0 B2 HISHA= AT ZAARY] BA0] dFe A= B SHCE A § uRARGFoA ]
zde 194 mgH 2o /gtg@¢§ i7}5}]/\15 AmEoch 1 ZAxl 2%k ] EHoA P _OPS*L COMP
bottom25p2] JAAT F2 0.18022 1% SOl {5 Heht 8 849 2t Az fAES Elskltt
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CL GROWTH -0.368
(-1.12)
MKT SIZE -50.529%**
(-4.01)
INDSPE -0.094
(-1.19)
N _AUDIND 0.021
(0.40)
Intercept 7.586
(0.00)
Year FE Included
Industry FE Included
Observations 19,182
Pseudo R’ 0.886

This table, panel A reports the results of the Heckman’s first-stage model using Eq. (4), where L COMP
bottom25p is used as the dependent variable. From Eq. (4), the Inverse Mills ratio(/MR) is estimated. See
<Table 1> for detailed definitions of variables.

Panel B. Second-stage probit regression controlling for self-selection

Dep.= ACH
Variables &)
P OPS -0.431%**
(-16.51)
L COMP bottom25p -0.013
(-0.05)
P _OPS*L_COMP bottom25p 0.219%**
(3.69)
IMR -0.052
(-0.32)
Intercept 0.090
0.27)
Control variables Included
Year FE Included
Industry FE Included
Observations 19,182
Pseudo R’ 0.066
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This table, panel B reports the results of the Heckman’s second-stage probit model using Eq. (3). We explicitly
control for endogeneity by including /MR, estimated at the first-stage. The numbers in parentheses show the
z-statistics based on standard errors clustered by firm. *** ** and * denote statistical significance at the 1%,
5%, and 10% levels, respectively.

5.3 ZANE dMsZ2| CIE HEXIE ol2st &M
2 =729 F8 B4 A () gt IR Y AA-ES St "SR AY-dxd 34
Hl 9 A= ZHL_COMP)E 0|43t 2 oA oA 8 49 A7} ZAAIF ] 7
AL et = & d&AE AMgste gt 22 G H=A Ao AR s
T8 A AT A 3T A 4x(Herfindahl index)E ZHAA A O] AALS UEH L &3] 2 o]
S‘WE} U e ARA R wet 1 gho] deEtA]=dl, d71A slug A7t A-»SLE
259 FAHRIEC] AE st AR ARl WoldE uidth(23IA T

2014).

& Aol A 38 A4(Herfindahl index) S F7HA] =2 A4St A, & 7] &
9] 3|8 A|s*(Herfindahl index)& A4FsL7] Y3 AAU-AEE 2 24 3)A ¥ lo] ARG 7] 1 < T
S AAE AP AL-A=ol £ e 714 &Y FAR v vlER AR a2
A BlaS AlET ghe Hotd e 71E9 sAe AF(HERF_Sales)7t AL S, A
HE o|&3to] S8Y A(HERF _Audfee)E AxtstR o, & il AR S-S o] &3t
< A= ALdstd e 71&9 A AE AAtste W 5Ltttk 2= <Table 7> 2
AT 24 23, B9l P_OPS*HERFO| 3| AAG g2 B oA o3 2 &
A AL yehdth &, AAANRY BAS SHshe dEAR JAE AeE AT 24
2 A9 F8 4 237 FAES A

B AT a2 SRS Sastarh 24, £ gl mA] By gA AT W
S(P_OPY A% ()9 FE UehHE AT AAfe] AT omaith TRHo=
P_OPS®] A% kol () B9ol BARIe] MAUCH-)EAL G W47} FH Y g BE
o ZARRle] fAACH=0)% GITHE, o2 ZAR] LA| 8 $ A YATH BHL Jgog o
T3 AYL AN T P_OPS7H G(0)°] oFF TARG ghe 2t Al wA] of o]
w}a} M2 9L W BB Kfol7h A9 glrka B 4 ek ol @ Aol g7 gl 7t

g A X $A3he2hE Bl o] AT FHsAol te Surstn & 4 gons, A3
(18 2A 2 BATOE FAAA] ol AHol B8 2 AT AT Hjl
[EsE gAbel A B A1) A0 R A A THChen et al. 2016). TAH 02, AH| Fio
A P_OPS7 (0)e)l A2] AR £0.1, £0.2, £03 W 919] G 7M1 BEAZ A 9l5hT 24

>

N
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(Table 7) Alternative measures of audit market competition

Dep.= ACH
Herfindahl index HERF Sales HERF Audfee
Variables ) ?2)
P OPS -0.488*** -0.513***
(-9.26) (-10.48)
HERF -0.072 -0.176
(-0.47) (-0.69)
P _OPS*HERF 0.296%* 0.847***
(2.12) -2.87
Intercept 0.170 0.224
(0.69) (0.82)
Control variables Included Included
Year FE Included Included
Industry FE Included Included
Observations 19,182 19,182
Pseudo R? 0.065 0.066

This table reports the results of Eq. (3) using Herfindahl index(HERF), the alternative proxy for the audit market
competition. Column (1) and (2) use Herfindahl index based on sales(HERF Sales) and audit fees(HERF Audfee),
respectively. The numbers in parentheses show the z-statistics based on standard errors clustered by firm. ***,
** and * denote statistical significance at the 1%, 5%, and 10% levels, respectively. See <Table 1> for detailed
definitions of variables.

B2 S35l9 . A3t <Table 8>9] Panel Ao Rt o, IHA M= P OPS*L COMP2)
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0t &, AT AL Y 71l F2 DA Ao B GAAR A o] o]t 7]
A= AT Fdol vA = F&FE F7HH o2 AH BT A7 Lo AFE=A] A F=
7R =EAdE 7| EREA B 500 948 EE RAPEA F 7M1 7 °fn'¥-‘%
3} tHChung et al. 2021). B4 A3}= Panel Cof| X 115t th 1 A}t ZHAAALS] Yo HAAYS
ol A AT g AT TE A= AFEH 7 AT 7 ol A= T = Ao
A, F8 F4 9] FAMS o Bt FAUFE F7Iste] 2o ZHAdE SAs AT o
=01, A Ao Robdl o7t RYE ARISO] -3 FH O HAAHIAE 7
g e 7o g AFste] B2 AERES AT 23%d 4 UthKallapur et al. 2010;
Newton et al. 2013).14) o] = ZApEo] W2 ZARA oA oA 7)) @4o] & Td Zo] 1 7
A& ol obd g AAARS 2 FAREA 7198 2Hd 4 U5S Auideh HARE
dol A7-de| vlAl= A5 TAISH] Aste 78 £ B A F ke A gh4Q0.)
o AAHZHARR] AF(UNDSPE)E 4 (3)°ll F7Fskint. E3L w749 ofd 7o 32 1
Ao §FE Ta AR, o]F FAH] Al 7| AA w72 FA W2 A ] AR
AF(AC), =¢] ARE(FOROWN) & A% F-2(MKT) -8 EE2 F713H3 . ol digt &
A= Panel Dof| ustglom, ARSI A2 sES SAE F8 £49 A=
a2 A=A

CHAA, Ao =l o= FFehE abqlel M Aol ZArA S FAT of A FA
TAC HA = G A= AHEgdth 20199 A =Y o] F7|THPOST-) L2,
2017-20183& o] A 7|7HPOST=0)2.2 A 3te] 4] (3)o] POST ¥4 9 5 W9l P OPS @
L_COMPS}| 33218 a8 F7hsto] A4S AASH T 2= HushA] hokAut 24
23} POPS*POST| A G2 1% oA w27t 2 3 W, POPS*L_COMP*POST
= AR FY3HA] Gtk ol= AHY =Y o] AT Aol EolEdeH, Azt
Y EABI= A Y] A ok FA glo] eSS Sm] vttt

O 2, Ee9 B2 HUSHA]= FUAT G 4o 229 2y dgjil 231 23

23, BE 24 27 Ao 2 fARMS skt
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mlo

RSy

o] g3t

13) Lennox(2000) ¥ Chung et al.(2019)2 EAAS AFAT 24 3 e 719 st Ut

14) o= Revisionistztl Ed= G5 AASAES] Asfjet d¥dd. FAHLR Bork(1978) Demsetz(1973), 12]1L
NieGes o8ty 551 ojea] Hed, 98 7196 FaT H19 Aok 2 jHoR EE 94 EA°
ASh} §98 5UT HHoz BT 4 U 130H oY 7195

_1_9,

0
DLk

AEgEel A5oBE AFol &
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(Table 8) Additional tests

Panel A. Removal of the nearly zero P_OPS values

Dep.= ACH
P _OPS value ranges Remove £0.1 Remove +0.2 Remove +0.3
Variables (1 ?2) 3)
P OPS -0.449%** -0.420%** -0.393***
(-12.30) (-10.50) (-9.11)
L COMP 1.606** 1.727%* 2.2097**
(2.06) (2.01) (2.54)
P _OPS*L COMP 1.371%%* 1.143** 1.018*
(2.90) 2.31) (1.89)
Intercept -0.725 -0.560 -0.794
(-1.48) (-1.03) (-1.19)
Control variables Included Included Included
Year FE Included Included Included
Industry FE Included Included Included
Observations 4,481 3,200 2,427
Pseudo R? 0.133 0.157 0.189
Panel B. Measurement of P_OPS with average firm characteristics
Dep.= ACH
Average firm characteristics Based on current and past Based on current and past
2 years 3 years
Variables ) )
P OPS -0.348*** -0.373%**
(-13.99) (-13.93)
L CoMP -0.499 -0.530
(-1.26) (-1.33)
P _OPS*L COMP 0.492%* 0.684**
(1.81) (1.97)
Intercept 0.602 0.531
(1.35) (1.18)
Control variables Included Included
Year FE Included Included
Industry FE Included Included
Observations 19,182 19,182
Pseudo R’ 0.064 0.070
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Panel C. Subsample analyses with financially distressed firms

Dep.= ACH
Subsamples with financal disress et o1 peviovs yout <0 o proviow o €0
Variables ) 2)
P OPS -0.352%** -0.266%**
(-8.79) (-6.72)
L COMP -0.174 0.353
(-0.25) (0.47)
P _OPS*L COMP 1.033%* 0.900%*
(2.41) (2.51)
Intercept 1.115 -0.036
(1.41) (-0.04)
Control variables Included Included
Year FE Included Included
Industry FE Included Included
Observations 7,566 7,202
Pseudo R? 0.079 0.065

Panel D. Additional control for the accounting quality and corporate governance

Dep.= ACH
Low audit market competition L COMP L COMP bottom25p
Variables (1 ?2)
P OPS -0.326%** -0.297***
(-13.97) (-14.29)
L COMP -0.516 -0.158%**
(-1.02) (-2.61)
P OPS*L COMP 1.093%** 0.180%**
(5.58) (3.90)
AQ: -0.231* -0.228*
(-1.79) (-1.76)
INDSPE 0.025 0.024
0.77) (0.73)
AC -0.057 -0.058
(-0.97) (-0.98)
FOROWN -0.744%** -0.753***
(-5.77) (-5.85)
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MKT 0.034 0.034

(1.12) (1.12)
Intercept -0.808 -0.776

(-1.04) (-1.01)
Control variables Included Included
Year FE Included Included
Industry FE Included Included
Observations 17,496 17,496
Pseudo R 0.0647 0.0652

1) This table reports the results of robustness tests. Panel A deletes the sample firms with nearly zero P_OPS
values that are less likely to engage in opinion shopping. Column (1)-(3) remove the range of P_OPS values
within 0.1, £0.2, and +0.3, respectively.

2) Panel B reports the effect of low audit market competition on opinion shopping, where the opinion shopping

variable(P_OPS) is estimated on the average firm characteristics. Column (1) and (2) measure P_OPS based

on current and the previous two-year and three-year firm characteristics, respectively.

Panel C reports the results of subsample analyses for the financially distressed firms. Column (1) and (2)

define the financial distress as having negative operating cash flows and the net loss for either current or the

previous year, respectively.

Panel D reports the results of Eq. (3) with additional variables that control for the accounting quality (i.e.,

AQ:; and INDSPE) and corporate governance (i.e., AC, FOROWN, and MKT). For accounting quality

measures, AQ,; is estimated following Dechow et al.(1995); INDSPE is defined as one if the audit firm’s

market share is 20 percent or more than 20 percent within an industry, and zero otherwise(Reichelt and

Wang 2010). For corporate governance measures, AC is defined as one if the firm whose amount of lagged

total assets is not more than two trillion won voluntarily establishes the audit committee, and zero otherwise;

FOROWN is the percentage of the firm’s shares owned by foreign investors; MKT is an indicator variable

that equals one if the firm is listed on KOSPI, and zero if listed on KOSDAQ.

5) The numbers in parentheses show the z-statistics based on standard errors clustered by firm. *** ** and *
denote statistical significance at the 1%, 5%, and 10% levels, respectively. See <Table 1> for detailed
definitions of variables.
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B AT AN AR A ES Pl AT B o) Zhajel Aol u] X g A
Bgkh ZAA O] 249 FAMO R FYE o] 1 FSF| e A9 A AT 1]
L P BRASI] F A AUE Fo] ik FASEe] B FA 91 AFelA FAk
5ol & BB o] g5l W7 Gl AT AEel $HHA) ghrhd Al AT By
© 9 aad Rolth. T FPSE0] RS BAAFOIA FAAS] T FRAHA A4S §
A BH R AR7| A3 fHskel e FAE] PAAR LS AZITH ZAHI AT BHY
A WA E §AE 03] MU Doid & ek T 4719 Yo R BAT A
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AR o5 A S Zart WEE T olH e WAL AN G FAo] Fe4E 7)Y
Sol ZAAA FUiE BHOE FAAS WA B 44T & v gAIS] o] F W §AF
< ofmaiet

ZAY AT Bl TS 1AL 291 F SR ZAAFY AL VL B a7 wA

2 A, AT % ARA ] o2 NS ATE AR S Hek 53] AT ZHAA
T AAERL AN 1% w0 SAEAL hYs R ARSE 25 99 ol A
o] AA] Foll Utk AWFEO] W AL S A el A AL AT BApe] W WA 2AY
Arke £ 979 A AT B A 29 VA FLF AL ATT 5 AL AR Y

2

k. Zej o)d FRAE 875 L AT o AES T Yok HA, £ ATl
A AT B ) ZPARQl HAFH) o B Z457] $13) AHE-E Lennox(2000)2) I EL 7
Aol mRo) 7|25k 2HT ATHE o] 88 Hol7] YR 2HOFA AL 5 AT BA, B
Aol ME BA A Aol N uk A el A%7] 9 E4 5] diet gol TitE AeS
Aol o ERaArh Z2A] AFE Ao =L vhw AR A tjato] €7 ghen e b
44 o)A L W A9 op v wate] ZALoZ T} 57 } iAo kg Sk glout olgd 4
S04 oA A AT AHeA S AT 4 glongs B dTe) Ane ga AT A

Fa54 Y 7HsAol Utk F4 ATl AL o ARE 270 23ske] £4] Aato] o
3 Zpo|7k QlA) AvlE AL AT A, £ AT Ao R FAATH FH Y At
HAVFA o] F AAR AR BYA o] A o] thaf AL FIet AES W 4= gick. o
2 B3] AL BAY A ol 9ol THE WSS o] g5te] ZAE o] AR gL WA

F71H 0% SAsE Bast gk 4 AT ol BASS F/HHOE 4T 5 UL

o],
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s

‘2 E=a2 UE S| e RS0 AHEUAL A AFYEX| LpACH, st=2|AH e HFRE7ESE E4010]
HMEASS BOIEI
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