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= =2 2510, #ARCZ G EARI S A 9Y SAHEE
)83l ch i} Zo] A& AE-41% A SG0] 10% o4l ZAteloR A4
shict.
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ki 27 AR 71, ARS Uehdch TATotal

= ) o
Assets)= 1787|919 EAFALS oJujstct EAFALY] tha &7} ofd AlEZ LS
(o3
v d

AE/gdo] SR AlgA oz vty 7Pdshr] giwo|tt
(Hogan and Jeter 1999; Mayhew and Wilkins 2003).

3) A7 29

(1) 7H4 19} 2%

2 A7 14 lak ASAE Bl 2/FsT ALY 9 AL mARIC
A7 23 oo} 2tk

CONSISTENCY = By + BiCOMPARABILITY + B,SIZE
+ B3LEV + B,ROA + BsCFO + BsGROWTH
+ BAINVREC + BsTACC + ByCR + BiwoLARGE
+ B/ FOREIGN + B;,BIG + Bi;sMARKET + B;,L.OSS
+ Industry + Year + l;; (A 4)

CONSISTENCY - yearly mean value of accounting consistency estimated for
each quarter

\RABILITY() - mean value of comparability measure between firm i and
COMP: (@) - firms in the same industry-year

COMPARABILITY(b) - median value of comparability measure between firm i and
firms in the same industry-year

SIZE = natural logarithm of total assets;

LEV = total liabilities divided by total assets:

ROA = net income divided by lagged total assets:

CFO = operating cash flow divided by lagged total assets
GROWTH = total assets growth;

INVREC - ztslsrreltsgf inventory and accounts receviables divided by total

TACC = total accruals: (NI - operating cash flow)/lagged total assets
CR = current ratio: current assets divided by current liabilities
LARGE = percentage of share of large shareholders
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FOREIGN = percentage of share of foreign shareholders
BIG = equals one for Big4 auditors, and zero otherwise;

equals one if the client belongs to KOSPI market in KRX, and
zero otherwise;

LOSS = equals one for loss reporting firm, and zero otherwise:

MARKET =

ofo] (4] 4)o)if E&MAE 5 AL (CONSISTENCY )olch. o] 7t 2]
99 ALY BIUE, 14427] Ay 3R FFoz Fojgct
|17}5/3(COMPARABILITY ) 0.2, o] W49l A0l Blo] 9] &
2 9oaa2 wlasbs AT ATl AAA ool BAS JHEe Uehdt

SHH, RIS AZIE(FRS) =0l AFAIR v uw7t5/dy AL EA (o] &
Aol ol FF= IR =Al skl Hal(7HE 1b), (A 4)o IFRS =% A% 7]
e FESt= guj¥fol POST2A} COMPARABILITY 7t9] 1w S 3HPOSTx
COMPARABILITY )& #7}st A& AA|5tit)

Ryo 2dd AW AAEEY S SE5HSE ARESE Ad ot
O AbstA LB THBecker et al. 1998; De Franco et al. 2011; Francis et
al. 2013 5). A, 7199 +2(SIZE)= A8 #50] 27Fset 719 179 &4
(BN AHH|iA], olAXY £)8 EA|5H7] Yol Z3of Zststgitt Est Hi|

Bl &(LEV )= AI212E SAIsH] Y 26ttt T7] F9daHR0OA), 4«
aoS(CFO)Z 7199 ¥4 HE, AMVERE(GROWTH ) 718 +857] B4
oF FAVIE A4 tigettt. 99 582 AHATie] A LA o &R
WO Y] S(INVREC)o.2 g8t 2 A9 B ol ALY SAT S HUA

719 2EoA 2228 Y(clustering)d fo|t,

(2) 7H2 2a9] A5

2 9120 & R e £ ZARIC 2 BE|Y] A0l ¢4
4*3 & Anelen ol AAIc o8 a4 PR e 5 sses

—

u )

AL
Haps
O

ot rid Hu
o ox

2) IFRS A=) A=gl 20114 o]golH 19 k& 7FR]= tiolHs,
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A A QdS vl

CONSISTENCY = By + B;SameAud + Controls + Industry + Year + u (A 5)

_an indicator variable equal to one if the company has the same
auditor as the last 4 years in the fifth year, and zero otherwise

(3) 714 2b9] A%
7Vd 2bt Bigdet AUAB71ARI] non-Bigdet 81 E/HAARI0] B]3) 1
A1 AR ABYS ol BFo] YLAIT TARICE o] P A%
547 U LIS A 4 A%dso] 43 16 B2 Agsto
22 £33 3 59 ARE AgSIo

[e]

CONSISTENCY = By + BiBIG(ISA) + Controls + Industry + Year + u (2! 6)

_an Indicator variable equal to one if the company is audited by industry
specialist audit firm, and zero otherwise

V. 23&4 24

lJe 2 @70l RETHIIS AAIZT 200458 2017d% Abolo]
U-AEt & 27,9207 ol oF APAEY EAWAR XY B A}
29 YIYPAN] WA A2t gl BSAZ AASH L] T34 )
ol
1=

5 2l BEY J125%S Bol2D o AgIAY 487] BROE 57
8 ]7] QLT (CONSISTENCY )& -0.02] HaZHETRE ~0.01)2 7Hlt}. w3t
ASAE 8 7F5 A (COMPARABILITY )& % 74A] 577 2 B -0.029) 3
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= 7t 2E0M AR Aoz U GARIA RGAE T2 &

[(SameAud)?] ¥]&2 °F 50%= UEEHM. oM, 2539 A&

7O A& A7 36% (S 29%)F 7% (504 2%) % AL, Bigd ARIC.

H }% A2 WER| Y g2 oF 52%, ATGRR7E JAMEIC 2 RE At
29%

w 1
Bl&2 oF 29%t

ol
_I-l.l
nT Hu S Jph

rlo o —|>l
E]\J

[E 1] Sample selection procedure

Initial observations from 2004 to 2017 27,929
Less:
Missing financial data (1,817)
Missing shareholders(e.g., largest, foreign) data (12,815)
Missing data regarding consistency variable (3,580)
Final observations 9,717

[ 2] Descriptive statistics

Variables N Mean Std.Dev Q1 Median Q3
CONSISTENCY 9,717 -0.02 0.03 -0.02 -0.01 -0.01
COMPARABILITY(a) 7,482 -0.02 0.01 -0.02 -0.02 -0.01
COMPARABILITY(b) 7,482 -0.02 0.01 -0.02 -0.01 -0.01
SameAud 9,717 0.50 0.50 0.00 0.00 1.00
SIZE 9,717 25.85 1.32 24.95 25.58 26.45

LEV 9,717 0.41 0.20 0.25 0.41 0.56

ROA 9,717 0.02 0.11 -0.00 0.03 0.07

CFO 9,717 0.05 0.10 -0.00 0.05 0.10
GROWTH 9,717 0.09 0.25 -0.02 0.05 0.15
INVREC 9,717 0.28 0.15 0.17 0.27 0.38
TACC 9,717 -0.03 0.10 -0.07 -0.02 0.02
LARGE 9,717 0.36 0.29 0.09 0.29 0.59
FOREIGN 9,717 0.07 0.12 0.00 0.02 0.08

CR 9,717 2.40 2.87 1.02 1.52 2.62
MARKET 9,717 0.46 0.50 0.00 0.00 1.00

BIG 9,717 0.52 0.50 0.00 1.00 1.00

ISA 9,709 0.29 0.45 0.00 0.00 1.00

LOSS 9,717 0.26 0.44 0.00 0.00 1.00
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2. 71845 At
1) 7H4 19 252t
2 979 7P lat ARAE HlLFs AT EALBY 7o) BAS mARIT
(A1 49 AEF ABE AAs: (B 3] G2Y ARA
(COMPARABILITY)S 3 ALHA(CONSISTENCY)} S-9]st QF9]
L 7102 UeRdth o]t 872419 7|9 T 8larbs Aol S8 719
2 EwbsdEAgEE st 2e itk wii o] L7}
FAYRE Qs 71ge 1

S AT

]

[E 3] The relationship between comparability and consistency

] Dependent Variable = CONSISTENCY
Variables
(1) (2) (3) (4)
POST 0.075"" 0.090"
(2.26) (1.85)
COMPARABILITY(a) 1.537"*" 1.415™"
(7.63) (7.55)
COMPARABILITY(b) 1.380""" 1.286™""
(7.78) (7.71)
POSTx COMPARABILITY(a) 0.042
(0.18)
POSTx COMPARABILITY(b) 0.046
(0.39)
Controls Included Included Included Included
Year fixed Included Included Included Included
Industry fixed Included Included Included Included
# of obs. 7,482 7,482 7,482 7,482
Adj. R? 0.315 0.317 0.322 0.322

Z= 1) ", " and " indicate two-tail significance at the 0.1, 0.05, and 0.01 level,

respectively.

z 2) All the continuous variables are winsorized at the top and bottom

one-percentile.

shH 7bd 2bo] A%

A B8 31t B 40 MAlY POSTx COMPARABILITY
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[ 4] The relationship between continuous audits and consistency

Variables Dependent Variable = CONSISTENCY
SameAud 0.002™
(2.08)
Controls Included
Year fixed Included
Industry fixed Included
# of obs. 5,792
Adj. R? 0.174

2 1) ", ™, and " indicate two-tail significance at the 0.1, 0.05, and 0.01 level,
respectively.

Z~ 2) All the continuous variables are winsorized at the top and bottom
one-percentile.

(& 4]9M SameAud®] Ae+= 0.0022 5% oeEM SANLR 7ot
O o= A 49 Fdet AARRIo] Sl E FARS oF AFAlEE SHA
S AArRIo] AL oF Al 7A| R0l sl d#/do] =t e o]

OFA 0
stct. o]of] st A2 Francis et al.(2013)0] Z745t= vtel [AGHA &Y3l
AL vl w7Hs Aot o2l HA|AQ AHlS ALK 2 Mot A&k Q




oI Lg3t 540l v of SAHE B 710l Aolat 7o) ZA ATy
OA ALsh 7t=Ao] =th= Zlojtt, & & L0 Auf= 7ZFARRIS] 1.8 EAJo]
DZAIGe) SAQBAo] S0ld GFL oAt 22 Yen gk

7Ha 2be 13F729 AE Algste Aoz EEAl Bigd 3 AMAAE7HIAN
o S| AGHAG Atolo] Ao Tt o Folct. 7Ha9] AE A= [ SO AAlstH
Aot B4 5F St FLU Bigd FAIS AYeh 719 S LSt non-Bigd FAL

o] ululofA Bigdo 71]—’?% ~0. 0002(t7“ -0. 19)0§ 7"7<1W o=

[E 5] The relationship between auditor type and consistency

. Dependent Variable = CONSISTENCY
Variables
(1) (2)
BIG -0.0002 0.001
(-0.19) (0.50)
ISA -0.003
(-1.39)
Controls Included Included
Year fixed Included Included
Industry fixed Included Included
# of obs. 4,850 4,845
Adj. R? 0.173 0.172

1) ", ™, and " indicate two-tail significance at the 0.1, 0.05, and 0.01 level,
respectively.

Z~ 2) All the continuous variables are winsorized at the top and bottom

one-percentile.

P
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3. YA A
7IA}ol Aol TakelZ olojuil

dxol oSz U8 2AF EA 5
A ZARI0] g AL AU

42 wlcke B Aol Ante 444
} d

v
A=
=

AHA1Q] mabol7|Het S ATARINA ALT T A4S 7 gAY
SqozRE opld &MY & 9tk o2 Y ¥ AT: HPELGS
(Propensity Scored Matching)2 &-83f0] AU AT H4& 08 =AZIxj0lS A
At L GA7|U(SameAud = 1)1} 12 A] A2 mgA7|d(SameAud = 0)= 2]
20 A18E ZE EANAE VE0R YT B AAEAS ST & 6]
2 Al OBy R 2o AR A4 AR HUsQn 23R g
719 19 B4 Ato] & HojRre TAHFEA Zatoltt. [m'2 AlE W oy A
e & ATY A= Atolol AAA o]zt llon, iy & 21 Apo]9]
AR 7ol AR g T 4 AT ol & AollA AAJSE tiAo] &

[ 6] The results using a propensity score matched sample
[Panel A: Univariate tests (DV=CONSISTENCY)]

Before matching After matching

SameAud | non-SameAud |t-value in|SameAud | non-SameAud |t-value in
(N=4,850) (N=4,867) Diff (N=2,680) (N=2,639) Diff
SIZE 25.852 25.839 -0.49 25.841 25.856 0.43
LEV 0.403 0.424 531" | 0.414 0.414 0.10
ROA 0.022 0.017 -2.23""| 0.019 0.021 0.38
CFO 0.051 0.046 -2.65"""| 0.049 0.050 0.32
GROWTH | 0.076 0.101 4.92""" | 0.086 0.086 -0.08
INVREC 0.286 0.281 -1.52 0.284 0.286 0.35
TACC -0.029 -0.029 0.12 -0.030 -0.029 0.22
LARGE 0.356 0.355 -0.22 0.352 0.357 0.58
FOREIGN| 0.075 0.062 -5.45™"" 0.067 0.067 0.11
CR 2.482 2.320 -2.78""" 2.418 2.406 -0.15
MARKET | 0.446 0.482 3.65"" 0.468 0.462 -0.38
BIG 0.559 0.486 -7.277"" | 0.520 0.525 0.34
LOSS 0.249 0.271 2.53" 0.257 0.254 -0.30
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[Panel B: Results using the PSM sample]

Variables Dependent Variable=Consistency

SameAud 0.003™""
(2.68)

Controls Included

Year fixed Included

Industry fixed Included
# of obs. 5,319
Adj. R? 0.174

i

1) ", ™, and " indicate two-tail significance at the 0.1, 0.05, and 0.01 level,
respectively

Z= 2) All the continuous variables are winsorized at the top and bottom

one-percentile

(T2 Bl= Ao Tt e B2 ZEet 92 245 AAISHAL 9
7

o 24 2, i Sk AR FLYARI (SameAud)it oA RE o
© et G EAVE 4ds] EAEY. ol & A7t AlXste 27 WA

V.4 &
1. 90
2 d7E spfet FHgT0] A4Ho2 WAL EYSL Yt AAAWES
NY-ATE 393 3 oA 55T AL HBATNA EAGE Bl
V53T ofE WAS AR EASLL, B3 o] FHAIE vl Zarel ¢
A 5, SAUARI] A7 ASZAL of Rt Z2Afele] Eo] S ATA ol
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el
i
i)
rr
tolr
)
e
g
ox,
19
158
o
FO
-

3|AR Ko QO 5
% %‘_9-(;]- x]x—]E:E_}\Ot 9‘]71]%]17} %%6}7] ‘?’]f_)-ﬂ O]% al AlO Ol:DI]
A o] i; 24 SoIIT 1 549 ofels 522 o]‘]?/da—r ENICESS
9ol A L= =02 Qlaf] MsiA
] R 2 Ae ALY N2 ZHR|E xﬂo ‘?EO:W A
o] & = = > SR & Aleett= A =
w ooﬂ sl ah 5 ov 1T o] A
tigt A &A1t AGAY AFA L 71042
=

154



ZARIS] B4t 3] AR ROl AIALA Bl

HOEH

g, wiAEt 2015, K-IFRS &0 m}2 sAgwel 2/ ulwst

1l

o
Sadof oist AL A E AL, 33(3), 55-83.

o|FF, 4155, 2003, Z7HZgwo] o] gt Agets, AFad
T, 20(3), 35-55.

35S, 2016, SLTH ARIC] U7 AL R RA|B7F M2 [FAREE?

7**}34014 JAHEY S o] &er &4, SIAIXE, 25(2), 239-273.

Balsam, S., ]J. Krishnan, and J. S Yang. 2003, Auditor industry
specialization and earnings quality, Auditing: A Journal of
Practice & Theory, 22(2), 71-97.

Balver, R. J., B. McDonald, and R.E. Miller. 1988, Underpricing
of new issues and the choice of auditor as a signal of
investment banker reputation, The Accounting Review, 63,
605-622.

Becker, C. L., M. L. Defond, J. Jiambalvo, and K.
Subramanyam. 1998, The effect of audit quality on
earning management, Contemporary Accounting Research,
15, 1-24.

Blackwell, D., T. R. Noland, and D. B. Winters. 1998, The value
of auditor assurance: Evidence from loan pricing, Journal
of Accounting Research, 36, 57-70.

Chu, L., Church, B. K., and Zhang, P. 2012, Does Long Tenure
Erode Auditor Independence?, In CAAA Annual Conference

Chung, H., and Kallapur, S. 2003, Client importance, nonaudit
services, and abnormal accruals, The Accounting Review,
78(4), 931-955.

Davis, L. R., Soo, B. S., and Trompeter, G. M. 2009, Auditor

tenure and the ability to meet or beat earnings forecasts,

155




AlJo1T 473 3% |

Contemporary Accounting Research, 26(2), 517-548.

DeAngelo, L. 1981, Auditor size and auditor quality, Journal of
Accounting and Economics, 3, 183-199.

De Franco, G., S. P. Kothari, and R. Verdi. 2011, The benefits
of financial statement comparability, Journal of Accounting
Research, 49(4), 895-931.

Dichev, I. D., Graham, J. R., Harvey, C. R., and Rajgopal, S.
2013, Earnings quality: Evidence from the field, Journal of
Accounting and Economics, 56, 1-33.

Dunn, K., and B. W. Mayhew. 2004, Audit firm industry
specialization and client disclosure quality, Review of
Accounting Studies, 9, 35-58.

Francis, J., E. Maydew, and H. Sparks. 1999, The role of Big 6
auditors in the credible reporting of accruals, Auditing: A
Journal of Practice & Theory, 18, 17-34.

Francis, J. R., Pinnuck, M. L., and Watanabe, O. 2013, Auditor
style and financial statement comparability, The
Accounting Review, 89(2), 605-633.

Gul, F. A., Fung, S. Y. K., and Jaggi, B. 2009, Earnings quality:
Some evidence on the role of auditor tenure and auditors’
industry expertise, Journal of Accounting and Economics,
47(3), 265-287.

Healy, P. M., Kang, S. H., and Palepu, K. G. 1987, The effect
of accounting procedure changes on CEOs' cash salary
and bonus compensation, Journal of Accounting and
Economics, 9(1), 7-34.

Hogan, C. E., and D. C. Jeter. 1999, Industry specialization by
auditor, Auditing: A Journal of Practice & Theory, 18,
1-17.

Keating, A. S., and Zimmerman, J. L. 1999, Depreciation-policy

156




A1 S0 AR AAEA Blat57

changes: tax, earnings management, and investment
opportunity incentives, Journal of Accounting and
Economics, 28(3), 359-389.

Krishnan, G. V. 2003, Does Big 6 Auditor Industry Expertise
Constrain Earnings Management?, Accounting Horizons,
17, 1-17.

Lennox, C., Z. Wang, and X. Wu. 2018, Earnings management,
audit adjustments, and the financing of corporate
acquisitions: Evidence from China, Journal of Accounting
and Economics, 65, 21-40.

Li, D. 2010, Does auditor tenure affect accounting
conservatism? Further evidence, Journal of Accounting
and Public Policy, 29(3), 226-241.

Mayhew, B. W., and M. S. Wilkins. 2003, Audit firm industry
specialization as a differentiation strategy: Evidence from
fees charged to firms going public, Auditing: A Journal of
Practice & Theory, 22(2), 33-52.

Myers, J. N., Myers, L. A., and Omer, T. C. 2003, Exploring the
term of the auditor-client relationship and the quality of
earnings: A case for mandatory auditor rotation?, The
Accounting Review, 78(3), 779-799.

Peterson, K., Schmardebeck, R., and Wilks, T. J. 2015, The
earnings quality and information processing effects of
accounting consistency, The Accounting Review, 90(6),
2483-2514.

Pittman, J, and S. Fortin. 2004, Auditor choice and the cost of
debt capital for newly public firms, Journal of Accounting
and Economics, 37, 113-136.

157



Ate1oi Journal of Industrial Studies(J.l.S) EEH %K 47H 3% ISSN
https://doi.org/10.22915/rifi.2023.47.3.006 1738-9216

Auditor Characteristics and Accounting Consistency

Jeong-Taek Kim*

—— | Abstract

This study investigates (1)whether time-series accounting
consistency of a firm is related to cross-sectional comparability,
and (2)the relationship between accounting consistency and the
characteristics of auditors. To do so, we redefine the accounting
consistency as "the extent to which identical economic events
occurring 1n different periods for a particular company are
represented by similar accounting figures". The findings using the
data of Korean publicly-listed companies from 2004 to 2017 are as
follows. Firstly, accounting consistency and cross-sectional
comparability have a positive relationship. This suggests that
companies that consistently report financial figures across multiple
periods produce financial statements that are comparable to those
of peer companies. Secondly, companies audited by the same
auditor tend to exhibit higher levels of accounting consistency
compared to those companies audited by different auditors. Lastly,
whether the auditor is a high-quality auditor (e.g., Big4 or industry
specialist auditor) has no systematic impact on accounting
consistency. Overall, our findings suggest that the key
determinants of time-series accounting consistency is whether the
same auditor have conducted continuous audits, rather than the
quality of the auditor.

Key word : audit quality, accounting consistency, financial statements,
comparability
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