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Abstract

Prior literature shows that audit market concentration which is measured as the Herfindahl index is
negatively associated with audit quality in Korea. This study analyzes whether characteristics of an audit
committee have effect on the relation between audit market concentration and audit quality. This is
because it is expected that effective audit committees restrict the tendency of dominant auditors to
neglect their duties. The empirical results of this study using the sample firms having an audit
committee listed in the Korea Composite Stock Price Index market for 2006-2015 are summarized as
follows. First, consistent with prior research, audit quality decreases as audit market concentration
increases. However, audit quality is not lowered as audit market concentration rises only when the audit
committee has financial expertise among representative characteristics of an audit committee -
independence, financial expertise, and activity. This research finds contributions in that it explores the
effect of audit committee characteristics on audit quality in consideration of audit market concentration
and utilizes the differential types of the characteristics of an audit committee at the same time.
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07} fofgt Zpol7h glglth(p-value: H(1) 0.845, &
(2) 0.748). o|&3t AT= YLHAEFL B85t 7HA}
A7 st Aol ALY ASETt A
Zsldete 71¢o] Halshs o]olo] AbFxA Ei o}
F2AY =7t H ST Pethe Ae HoiE
webA 2 AT Ak DAY kel BAgle] Y
A dehdths 2g & 4 ok

B 5. FIIEM ARt
S&EH DA+ BB DA-
A (1) 2)
Coeff t-stat Coeff t-stat

Constant -0.046| -0.56 -0.073| -0.94
Her 0.083| 0.36 -0.139| -0.53
Her*AC_Ind 0.046| 0.20 0.013]| 0.06
Her*AC_Exp -0.127|-1.95* 0.059| 1.20
Her* LNAC Act 0.004| 0.13 -0.050| -1.51
AC Ind -0.042|-0.59 0.013| 0.21
AC Exp 0.045| 1.86(* -0.022| -1.32
LNAC Act -0.003| -0.26 0.017| 1.66(*
Control Included Included
variables
Clustered by Firm Firm
N 654 747
Adjusted R? 0.080 0.128
Note: *, **, **2 Z{zt QO4Z 10%, 5%, 1%E 2Jnlg).
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