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I.M 2

U AR ?JxﬂE_,] HebA ook 5357 9l 199197 e ZARIAFAEE =
dsto] & Aol & Folth. FARIAGA == FARIA Y Higt ARANE e 45 4
A7 5 &4 ’\}voﬂ st 37 SEASAESCNA AASIA] ZARIZ A
She AE Witk 2 0] AGES 20199 11€5E HEEs 434 59 o5t
Aol gE HE(olst 239 718 B3l 20209 FE 718 AFAE EYste] TARIXA
A= Agodel HeE skl skl Slrh

713 ARAGD 71901 637t A dAlE FARIE AYsks 3¢ olF 33zt
OA%W]E HARS AYSHA] SStal A=l AR AARINAl HARGF-S =5t

-2 9uiRith. oA RS /AR o= FEYRt ARrdAle] SAEES sk
Folt}. ol= AF7HA] BARIAEAI=E AARIY S-S dsiste] ARl AHid o=
E2 AAMl sigthe 7199 AR ARAS Alalshke A8 s3ste] Skl A
T WL S AR

TARIAAE T AYAFES F2 5 A7t FAREZ ojudt JFS mA=AE
ASAo =N FARIAEAES] Faide Rlsk=t 2488 %51 Sk 53] ZAEEY o
‘A& F= AFH LAY A(discretionary accruals)Z ARESHATHASTY 5 2004; A4 -
BRI} 2007). SHAITE FARIAEA = F A47149] Aol ofmet JFS n|x=A] A
H

rlr
-

i

|

rlr rlo
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QoI e AR 18I A ele] Atk s WEA] H37Ie] o)
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R9eo] AtjHon ol AL UXshL glona ANYRS Wiy 98] Hrt Be
@iy SYP oItk 53] uclole] FBE e ofdl 594 Sl s
(conservatism)= ABZAIRIT Wt WA} ek, 1 ol B FARAE SO

2H TARIZ AJHOl8A] A7 82 RE & %= E"JJ—} AR A2 st i
oltHe]& 9] 5 2002). whA AHZHARI Pgollx= thefrl-8{agency cost)o] @A E45t
Fol= HS4FOE 458 Ao|tHHolthausen and Watts

2001) & ARAARIE 2508 S R57] sl B SAAGE 3T Zolth
SHH, ZP8HARILE FHAI71Eo] At Aate] ofsf AAshe, o710l HARIS HFE7} vt
FE] Utk 53] 2020958 =4EE F714 ABAE A8 ATARIY HAAE 2%
THEO] ZARICNA A5t = FAI718Y Ql=of wet X =0] /\oaqu]mo]o] go] ¥
5| dojuial Utk o] o|f=E s 2 A= AFAARIY] o wE HpFeojo] Hk




ARAAIRIY] FEL} Hojete] 1A

£ 2RIk o] AT o} otk Bor
£ A7 BARIAHAIET Basolo] vials Jake 24sk] 98 200195E 20109

THA] S71EEAREHRIY FATAAHOl = 129d Holo] ARAHL oz ko] x4 ¢
HZ471] B AFEARE -0t & A= Ball and Shivakumar(2005, 2008) 2]°]l
T Giboly and Hayn(2000)3} Feltham and Ohlson(1995)9] E&E 0|83l T2 X
AR 9@ A GAARIY] EI}; HapS0lo] BAE ERIF HE7ITE F ST AAE
AAAF71YS & 58771F-Axo|H, Bluthd7de] & H2 = 13,6787|9-A=olH
AS A AFAARIY 27t A2pE Hppo]o] Fhs 43I = Hlth o]
23t it ABHARIY 27 225E AG719Y FAA 5 O]ﬁﬁﬂﬂlx}cﬂ]ﬂ] 2599

(litigation risk)& F|T]sla tejul8-S Eo)7] 9jgt shoan Hapio] SAXEE Ass}
I ok s & 4 Sl
2 At thadt ol HEHh Al 280 E FARIAIGAIE 9 Ba5oo] wit AP

ok 7He] B2 ANSL Al 3oL ATHEE HEe) SRS AF. A
PO AEATE BB A SPIAE AAIAFA ] dhat w=xin 2B Werk

=

II. Mot J[49| &

BARIAGA == AHedAle] Bl 584dE Bdehe S2uate] 1173 AEE 1990
WRE £Yste] 7R fAEI 9o, 20208 R EHE 713 AFAE 53 57199

§ 07t ARAAE ¥tk B 719 S 397 AHARIONA AdS HEE
o}
TARIAFAZS] Fad<s A5e ks A752 T2 AREES] dheAQl A4 &
AJM(discretionary accruals)® &1 Z77F A Ao vlal] FastAY XA 74 H]
3 222 SRISHITHAESTY 5 2004: 74wl - Zolg) 2007). Ly X714 A=A g
Agollo] Al A HEEA] AA7|49] HAREH ] AHiAoR Jesittal ddd = ¢l
Al 0], AR 2=AAe]IL APPBARE I8 AA719Y HEA(information
risk)Z AHH o0& =7] mitol] AFHARES W HP4E Bt =3t 5 2003). ol=gh F
20| AAREE] Y 2 4= AUtk EZF AAREEo] Fosirtal AREI] FAo] REEA]
=2 A2 ofHEE AfFA WY o]Qje] ARE T FHO| thEXE ERIT 87t UtHH
5 2013).
K (conservatism)i= A4 o]of Hls FAA &4 Hrf we vHgslk= g rolH

;%oﬁ

O

i

Mo v
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(Basu 1997), 4212 A3t QA8 7o) wet AYdstal B8 7Fset 2719 QlAlek= A
& ORI Watts 2003). B0l 7199 iRt W7, o F 8Rlof o8| k= W=t
g E01, 7199 AtLJelAte] HiFe] IAY SHYUSE Hp30]9] Hr= oMt Ahmed
and Duellmam 2007). o] 7]goll tigt ZAl(monitoring)2] 7]%5°] ATA 07 +PHL=

B2 A7 AL Qg2 Uttt & Eaport 7149] HiEHEE AaAlZ|ER
HZolL ey X210 OJ/‘OHV]TJ{BaH and Shivakumar 2005; A|&0] - B4& 20006).

SERIRE X7 7HAIRIC] A7 714 9] H4poleto] BAE ERlgt A= AHA o= Aot s
= 5(2015) A7g71%4o] BRI 7Idel Blsl, A1787199] A A ARt= A Fofl B
19| H&rt ”@rﬂi U FRIFTED o= AF7HARIC] X749 HHELIH o] Ahd
07 EU= A AASH QloE=E ZAMITYRE W57 flof o B2 tAtegS £
ot Atd Aojrt.

SHH, ARk o R It F FARIE Aol woug FAREAE Alurg 4= 9low
Bk 2019), =2 & EEE 20 Qo] AHOEARRY 4352 A7|ET fdel A
B2 Big4ol dfdsh= AR Hit RpAog ZARsE Aoz Hi= Adfr) AtiBecker et
al. 1998; ol&9] & 2002). SHAITE ZARIS] HE7} WIEA] ZAREES sk 22 oY
W JFR7t 2 AR 1Al B yE A o] Q5531 Al S MQ(Lawrence et al. 2011).

E3SE Non-Bigd 7ARIC] 7142 244
AH419] g (reputation)E £Y 9,1—15 2 7131 A =HH, "okﬂxq—ﬁ == 5\——6—‘3“%14
o] BHOo= Qg Hr} Bz oz AR 4= QIeHHShE: 5 2013). o|AH AFHARIY]
o} Hao] Zhol= tigss ool e B Aals theat 2 ARVMEE AAdi

) g\l
=
mgL

K - ALY RS HAo] Zholke Rolgt BAPE Qick.

1. 28

E A tokst BH4Fo] i8S AR A HA 2FPL Ball and Shivakumar

1) 3L se 5(2015)2] A7 APGEARIF H42olo] TAE Basu(1997)2F Ball and Shivakumar
(2005)9] ®4=30] LIRS 7HA 1 Folslgong & o tlofst B43o] tleA2 goIg g
=




AABZALRLE] el Bgojoto] 7

(2005, 2008)9] Z@olct. ol= AR A (D 4 )= 242 Yerd & Sl

TACCy

TACCy

o714,

TACC :

CFO -

DCFO :
DESIG -

BIG4 .

JREV .

PPE -

= bo + biCFO; + b2DCFO; + bsDCFO,:x CFO; + bsDESIGy,

+ bsDESIG, XCFOy, + bsDESIG, X DCFO;,
+ byDESIG X DCFO,: x CFOy + bsBIG4:

+ boDESIGy x BIG4y x CFOy + boDESIGy X BIG4:, x DCFO;,

+ by DESIG: X BIG4: X CFO; X DCFO; + &1 (D

= bo + b;CFO; + bJREV: + b3PPE; + biDCFO;

+ bsDCFOy x CFOy + bsDESIGy + b7DESIGy: X CFOy
+ bsDESIGy XDCFOy, + boDESIGy x DCFOy X CFOy + bioBIG4
+ byDESIGy X BIG4y X CFOy + b2DESIGy X BIG4, x DCFO,

+ bi3DESIGy X BIG4; X CFOy X DCFOy + &1 )
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A1 (DY b A ()9 bisel w8 FH+) Ee= ()9 32 2= FS IAHJAY HHo]
met 27149 Happolo] Jug ERIT 4= gt} 3hH, 4] (3)°l4 Giboly and Hayn
(2000)¥ Feltham and Ohlson(1995)2] B0l 842 2 A9] 7HdE ASoHAT

CONy; = by + biDESIGy + bSIZE; + b3LEVy + biCFO; + bsGROWTHj

o714,

+ bsBIG4, + b ALTMAN; + bsLOSS;: + boDESIG*BIG4:, + by IND;
+ b S YEAR: + e 3)
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CON : HF0] glgx

GHCON :  Giboly and Hayn(2000)9] 29, & SAMAA JAAAES: A716]o]
A7 ZAAO R o] -1 J3E 3

FOCON :  Feltham and Ohlson(1995)9] &8, & 1014 AR7IHE A|7E
o= e g2 ARE

DESIG : A8ZARIONA ZARE W9t 1, o9 0

SIZE:  7149] pake] Atisgt

[EV:  BAESEEA/A)

CFO - JATAFTES A7|Z A0 E e 3

GROWTH : W& dEE

BIGE:  HRSAMAGY, 43, o, @l TARE werow 1,
°fq¥ 0

ALTMAN :  Altman(1968) Z %t

LOSS - F7] &4do] ¥A¥sHd 1, old 0

IND : AtdE T

YEAR:  A=dy]

4 (3)9] bt oIt G4 B ()2 #E 2= A7 AU ol Mt A7
o a4 AR RS AT & Utk

2. #&29 AF

2 A7 200199 20109714 7S BIPHAS TATFPE B vIF8AS o
Yok AAE 129 19 IO BES e FEUL QA 128 T

o] ofd 7|%4g A ol RS FAHS FRY] FAol. BT ATARE HuY
S G 719 AIHLE FeAE Aol vlAe %L AAS] U At 1%9) BEg A
ojgict, ARAIRY] 8L NICER/FERS] KIS VALUBS A3tk BAthy Ee] 4
% 13,678 719-Qlmolm, o] & 44714 587719-Awole). G DolA] A B2
3t A1) 58 AN




ARAAIRIY] FEL} Hojete] 1A

(B 1) B29| LbgA
Panel A : AA|FE9] AHY
HEAEIY 7|1g-¢
3 BE 5 15,312
TEUS Aot AAAETE 12¥0] ofd #E A (512)
F3] AAL ARARE T 5 Qe RS A9 (1,122)
H% ¥2o| 5 13,678

Panel B: dxy¥ #ES

s 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | &M

7193ES| 1,096 | 1,279 | 1,354 | 1,387 | 1,355 | 1,410 | 1,449 | 1,465 | 1,452 | 1,431 | 13,678

AR | 46 65 69 88 68 41 46 52 66 46 587

1. 71<3 A%

(E 2014 & A+ 7[ed SAZFE AXSHAT Giboly and Hayn(2000)9] E459]
Z3X(GHCON)Z} Feltham and Ohlson(1995)9] B39 SAX(FOCON)Y BHEY
)& 217 0.3940 (0.3734)2F -0.2281(-0.1441)2 APATFL} GARE g zh=c}. 2147
J(DESIG)Z 3.83%°]1™ 7104%1194 BHEY)S 18.4252(19.1431)0|c}. B uIL(LEV)
U %‘l‘*éﬂg(GROWTHH 5 Bt} 9ol Zol7t o= fi(skewness)7t EA4
g 5= Atk ®HiE F A 1 A ZARE ¥15S 55.84%0]1, SA7|AL 27.32%0]t)

B 2) 7188 SHZ

s ma | mEEd | osen | 0o, | sk |25 |
GHCON 0.3940 0.2548 | -1.2350 0.2450 0.3734 0.5145 9.4661
FOCON -0.2281 8.7255 -8.6331 | -0.9416 | -0.1441 0.3610 6.0611
DESIG 0.0383 0.1920 0.0000 0.0000 0.0000 0.0000 1.0000
SIZE 18.4252 1.4915 | 13.4369 17.391 | 18.1352 | 19.1431 25.398
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s ma | mEEA | osen | 0o, | sk |25 |
LEV 1.6279 | 20.8624 0.0000 0.3764 0.7861 1.4390 | 29.3261
CFO 0.0437 0.1840 | -0.1361 | -0.0165 0.0473 0.1149 3.4110
GROWTH 0.1731 2.1418 | -0.4126 | -0.0528 0.0751 0.2326 2.3418
BIG4 0.5584 0.4966 0.0000 0.0000 1.0000 1.0000 1.0000
ALTMAN 3.4049 | 24.8700 | -1.5932 1.4005 2.3249 3.7318 | 28.7420
LOSS 0.2732 0.4456 0.0000 0.0000 0.0000 1.0000 1.0000
JREV 0.1005 0.5044 | -13.6193 | -0.0418 0.0598 0.2049 | 22.3131
PPE 0.1987 0.1707 0.0000 0.0793 0.1624 0.2755 0.7319

* o] Ao
GHCON : Giboly and Hayn(2000)9] 2%, & FAHloIA JARMES 2dste] A7|SA Ao =
o] -1& I3t gk
FOCON . Feltham and Ohlson(1995)9] &3, & 104 ZR7IHE A7IEH o2 WY e X2t

i
DESIG . APgARINA AR 3™ 1, obdd 0
SIZE - 71999] ApAtel ApAth4gk
LEV : B (=5 /AH)
CFO : YPEFEFE AISAHIOE U &

GROWTH : "}&044%
ALTMAN © Altman Z %t

BIGE:  WRSAMARY, A, ok, ool Akg wigked 1, ofd 0
LOSS : 7] &Alo] ¥risHE 1, ofUd 0

JREV .  WEHslRS A7|SAMIC R W 3

PPE: ARAARS A71ER A2 U gk

2. AHEX(Pearson)

(E 3014 Pearson ATHEAS AASHATE Giboly and Hayn(2000)9] ¥2=20] 243
(GHCON)3} Feltham and Ohlson(1995)2] E=22] SAX(FOCON)L} X371 A(DESIG)
o] ATASL ZH 0.0449F 0.0692 EAHCZ Q9lst K+ S zrett 7Y
(DESIG)®] A% 7|QATFR(SIZE) D AFTFZE(CFOT (-)9] ABe zt1 k. ¥4
TAEATE 2 AFoIM 6k dFRAe] 7RV E o ke A et B
Q.




ABAAR1S) et wazolele] B

T 3) Pearson AZHEAM

GHCON | FOCON| DESIG |  SIZE LEV CFO | GROWTH|ALTMAN| BIG4 | LOSS | ALEV | PPE
1.000
GHCON
0.044 | 1.000
FOCON
<.0001
0.059 | 0.031 | 1.000
DESIG
<.0001 | 0.000
-0.220 |-0.008 | -0.035 | 1.000
SIZE
<.0001 | 0.343 | <.0001
0.019 | -0.007 | 0.011 | 0.008 | 1.000
LEV
0.019 | 0.427 | 0.180 | 0.337
-0.113 | -0.021 | -0.106 | 0.115 |-0.019 | 1.000
Cro
<.0001 | 0.014 |<.0001 [<.0001 | 0.019
0.078 | 0.001 | 0.021 | 0.007 | -0.004 | 0.013 1.000
GROWTH
<.0001 | 0.924 | 0.008 | 0.358 | 0.665 | 0.098
-0.051 | 0.020 |-0.035 | 0.231 | 0.012 | 0.060 | -0.015 1.000
ALTMAN
<.0001 | 0.036 | 0.000 |<.0001 | 0.194 | <.0001 0.106
-0.028 | -0.003 | -0.024 |-0.020 | -0.007 | 0.033 0.003 | 0.012 | 1.000
BIG4
0.001 | 0.680 | 0.004 | 0.016 | 0.390 | <.0001 0.685 | 0.233
0.143 | 0.073 | 0.147 |-0.192 | 0.044 | -0.313 | -0.016 | -0.077 | -0.018 | 1.000
LOSS
<.0001 | <.0001 | <.0001 | <.0001 |<.0001 |<.0001 0.046 | <.0001 | 0.035
0.324 | -0.009 | -0.030 | -0.015 | -0.015 | 0.060 0.251 | -0.002 | 0.008 | -0.179 | 1.000
ALEV
<.0001 | 0.269 | 0.000 | 0.062 | 0.068 |<.0001 <.0001 0.790 | 0.367 | <.0001
0.044 | -0.009 | -0.007 | 0.180 | 0.011 | 0.102 0.089 | 0.031 |-0.030 | -0.091 | 0.227 | 1.000
PPE
<.0001 | 0.288 | 0.394 | <.0001 | 0.173 | <.0001 <.0001 0.001 | 0.000 | <.0001 |<.0001
* el Aok G DF MR

3. S| ARACHEY 2D
(1) Ball and Shivakumar(2005, 2008)°| 2%

(FE 4)9)|A Ball and Shivakumar(2005, 2008)9] X &2 ARgslo] 7MdS AHASJH Ax
AAletaTt. A ()9 b A ()9 550 SHAS(EDS 424 -1.5767(-8.97)1 -1.6251
(-9.32)2 FoJ3t 2(-)9] = 2=t} o= A7 TARIO] 7} 2R FAHERAY o &

i
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o 857 SANRE SWsk e oulaih. & sk AL lAERIusE
AR A5IES S5 9} Hek BAKoR PAE St

(& 4) 7149 AZ(Ball and Shivakumar 2005, 2008)

s}

Ball and Shivakumar(2005)

Ball and Shivakumar(2008)

Variabl
anable Parameter Estimate(t-stat) | Parameter Estimate(t-stat)
Int : -0.0096*** 0.0047
fereep (-3.52) (1.55)
-0.4040™ -0.4294***
Cro (-24.50) (-25.66)
0.0319%**
AREV (12.43)
-0.0742%*
7 (-9.76)
0.0018 -0.0019
pero (0.44) (-0.47)
0.1909*** 0.2304**
DCFOXCFO (5.69) 6.87)
-0.0256** -0.0257**
DESIG (-2.08) (-2.10)
-0.2873%** -0.3062%**
DESIGXCFO (-6.95) (-7.44)
DESIGxDCFO O?; 22) 0?37 g?)
1.9703%** 1.9483
DESIGx CFOxDCFO (20.13) (20.08)
0.0118™** 0.01244**
BIG4 4.64) 4.93)
DESIG xBIG4xCFO 0'(2272 59) ) 0848065)4
DESIG x BIG4 x DCFO _(2'_%617 55) _%?5995)‘
DESIG x BIG4x CFOx DCFO ) 1(' 587 g;) ) 1(_692 ;)
> IND included
S YEAR included
F-stat. 177.62%* 169.22%**
(Adjusted R-Square) (14.39%) (15.91%)

* M40 Aol (F 2HE X,

o w, e BA0] oMol A2 10%, 5%, 1% FEUE v

%

7199 =

5%
WS A



AABZALRLE] el Bgojoto] 7

(2) Giboly and Hayn(2000)2} Feltham and Ohlson(1995)2| 23

(HE 5)°1A Giboly and Hayn(2000)¥} Feltham and Ohlson(1995)91 238 A-83]
7HeE A4S 23S AT Giboly and Hayn(2000)2] E459] K SE5HrR
%= W hoo] IAAR(ED= -0. 0221(—1 9)E FARSE FOvt ()9 = 7Hith ®
S} Feltham and Ohlson(1995)9] B439] HE-S ZEHSTE E9HS glox peo] SAAS
&= -0.5717(-2.2D)2 FA| F9J3F 2(-)9 = 7Fgot. o= Ball and Shivakumar
(2005, 2008)] =] Ao} YA|oh= AR FRIt A2 AAFARIC] BE4A AAHE
ot e etk

(E HO} (HE 5)9] 275 TAoHH, 27t 22 AAARIC|l B4 IAAHE 5
L o] 8L thea} Zo] At &= 9ok A, X AHTEARICS AL A Eo] & 7[FE AS
08 439080 =22 7ol &k sHARE 427 2 A B A5 AT
& Sl &ofulidolgo] S8t WA, =Tt 2R ﬂﬁ]mo]«] B A787149] Hitoly %
TAZIES AE= s AR E&5sEol T2 W= 5 AUtk A FRF 2R 2
ARIS| B Huh HpAog FARIO 2H 42598 S0l WS 47T & Utk

A TR AR ARRIS FARIE EIF E AN Aol BEe A
71 dizell ol=gt Ayt vErd 4= Qlok SuEte] A 7F 22 A1 Y
T e AR 2 IARRINA AARIRE S8 A8 7L leEE FES FY
T Apdo] Tl & o Qltk E3 AG7149] fEe iAo s Aougw 3) Ryt Al 2
ARl 2 71ES AR o= wol| AR 7hsAdol e RV A2 SlARRIS] A4
Jo| Hr} ¢ WgjE 4 ok

i

I 5) 79| ZHB(Giboly and Hayn(2000)2t Feltham and Ohlson(1995))

Variab) Giboly and Hayn(2000) Feltham and Ohlson(1995)
ariable
Parameter Estimate(t—stat) | Parameter Estimate(t—stat)
Int . 0.8207*** 0.9587***
niercep (25.54) 2.61)
0.0631*** 0.3960™**
DESIG 4.07) (2.24)

2) AR7147 #1AE71d 7} B30l ZA2)0f tfgh Aol A (t-testZ AR A, 17k 22} Giboly
and Hayn(2000)2] 739 -7.26, Feltham and Ohlson(1995)2 -3.639] 8-9J5t xjo]& LERLT

3) ERoll= EASHA & }Z]”} 2787193 BIAA7YG 7F Bl SR High = (SIZE)] gt
Aol A (t-tes)d] A= 4.312 BIXAF7IFY F27F F2lokA Akt
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Variaby Giboly and Hayn(2000) Feltham and Ohlson(1995)
ariable
Parameter Estimate(t—stat) | Parameter Estimate(t—stat)
-0.03071%** -0.0787***
SIZE (-19.07) (-4.37)
0.0015%** -0.0000
LEV (3.95) (-0.02)
0.4244*+* 0.6702%**
¢ro (23.27) (3.22)
0.0445%*** 0.0406*
CROWTH (23.33) (1.87)
-0.0002%*** 0.0009
ALTMAN (-3.17) (1.19
0.0051 0.1507%***
BIG4 (1.20) (1.06)
0.1028*** 0.1892%***
LOsS (19.53) (3.15)
-0.0221** -0.5717**
DESIGXBIGH (-1.98) (-2.21)
> IND included
S YEAR included
F-stat. 75.59%* 21.30%**
(Adjusted R-Square) (20.57%) (6.58%)

o] gole (R 2% AE
w e o £Al0] Golxo] 247} 10%, 5%, 1% FEUL I

V. &

rhu

2020978 F714 AHAETE AIYEEA A= AGEARIS] HAE Bt st
AUtk o= ttRo] IARPAACR <lsh 20199 RS vI=e] IAMNFHST F0 =
WEskhs 347 FHEN AFrdAE Bddshs FARIAIGAIRS] Faide FAg=
I oA YA R Foslal leS oJuleith
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Relationship between Designated Auditor Size and

Conservatism

Hyuk Shawn™ - Jae-gyung Jung**

— P ABSTRACT

Recently, the scope of the auditor designation system has been expanded due to
the revision of the Act on External Audit of Stock Companies, and a periodic
designation system will be implemented from 2020. As a result, the merger of small
and medium-sized accounting firms is appearing, because the size of the auditor
is included in the selection criteria when the regulatory authority designates the
auditor. This study examines the relationship between the size of designated
auditors and the proxies of conservatism. As a result of analyzing the listed
companies in Korea from 2001 to 2010, the smaller the size of the auditor, the
more positive (+) the association is between conservatism of designated companies.
The result suggests that the size of a designated auditor does not necessarily
improve the quality of financial reporting, and a small auditor demands a more
conservative accounting process from a stakeholder due to the risk of litigation
and the reputation of the auditor. Our result provides an important implication for
the designation of auditors to regulators, auditors and stakeholders.
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