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Abstract This study analyzes how companies of prospector type with inherent risks from new
products and R&D costs affect audit hours, and further analyzes how they affect rank-specific audit
hours. Samples were empirically analyzed using samples from 2018 to 2019 for KOSPI-listed and
KOSDAQ-listed companies. As a result of the analysis, first, it was found that auditors were aware
of the inherent risks of companies of prospector type and were striving to improve audit quality.
Second, it was found that the corresponding degree of risk differs depending on the position and
role in the audit team, so higher efforts were made in core positions with high risk levels. The
results of this study are meaningful in verifying how the type of Business Strategies affects the audit
efforts and resource input of auditors who are external parties, not internal factors such as
financial reporting quality or tax avoidance. It also has important implications that a company's
Business Strategies can be an significant factor to consider in preparing policies and systems for
improving audit quality.
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Table 2. Descriptive statistics

Variable MEAN STD MIN MEDIAN |  MAX
AHOUR 7.285 0.714 6.265 7.091 9.842
AHOUR_Q 3.199 0.803 1.792 3.135 5.561
AHOUR_P 4.990 0.765 3.332 5.004 6.741
AHOUR_A 6.863 0.691 5.656 6.726 9.395
AHOUR_J 3.026 3.198 0 0 8.476
BS_SCORE 18.092 4519 6 18 30
BS_P 0.175 0.380 0 0 1
BS_A 0.662 0.473 0 1 1
BS_ D 0.163 0.369 0 0 1
SIZE 19.172 1.350 16.837 | 18.901 | 23.976
LEV 0.985 2.897 0.006 0.357 20.511
CFO 0.109 0.388 -0.327 0.030 2.595
FOR 8.166 11.024 0 3.550 55.600
ROA 0.040 0.269 -0.628 0.014 1.547
AU 0.112 0.315 0 0 1
Y 0.040 0.197 0 0 1
LIO 3.112 4.742 0.134 1.577 33.709
AGE 2.596 0.793 0.693 2773 3.912
MKT 0.621 0.485 0 1 1
BIG4 0.436 0.496 0 0 1

N 2,704
1) Detailed definition of variables is in the note of equations (1), (2).
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Table 3. Business Strategy and Audit Hour(Regression
Results for Hypothesis 1)

. Dep. Var. = AHOUR:
Variable
Model(1) Model(2)
Intercept 4.4240 (32.11™) 4.6221 (34.19"™)
BS_SCORE 0.0097 (6.23™)
BS P 0.0481 (2.62")
BS_D -0.0960 (-5.04™)
SIZE 0.1276 (18.90™) 0.1269 (18.78™)
LEV 0.0739 (20.37™) 0.0742 (20.46™)
CFO 0.15673 (6.17™) 0.15677 (56.18™)
FOR 0.0044 (6.06™) 0.0044 (6.09™)
RAO -0.0554 (-1.63) -0.0538 (-1.59)
AU -0.0071 (-0.32) -0.0067 (-0.30)
Y 1.0246 (24.23"™) 1.0296 (24.37"")
LIQ -0.0140 (-9.48™) -0.0140 (-9.53™)
AGE 0.0113 (1.19) 0.0103 (1.08)
MKT -0.1480 (-8.40™) -0.1491 (-8.44™)
BIG4 0.4930 (31.84™) 0.4961 (32.06™)
YD included
IND included
Adj R? 0.7593 0.7591
F-Value 474.69" 44937
N 2,704

1) %, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
2) Detailed definition of variables is in the note of equations (1).
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Table 4. Business Strategy Score and Rank-Specific
Audit Hour (Regression Results for
Hypothesis 2)

Variable Dep. Var. = AHOUR_RANK:
Model(1) Model(2) Model(3) Model(4)
Itercept 10195 | 29814 | 40200 | 15509
(4.90™) | (12.09) | (24627) | (-3.497)
0.0016 0.0055 0.0106 0.0031
BS_SCORE (0.66) (1.96") (5.72") (0.61)
size 00028 | 0.117] | 01314 | 00950
9.10™) (9.69™) | (16.43™) | (4.36™)
Lev 00511 | 00673 | 00761 | 00573
(9.34™) | (1036™) | (17.727") | (4.86 )
cFO 0.0760 0.1387 0.1430 0.2900
(1.66") (2.65") (3.97) (2.94™)
fOR 0.0023 0.0032 0.0046 0.0019
(2.07) (2.46") (5.32™) (0.81)
RAO -0.0018 -0.0821 -0.0213 -0.1555
(-0.03) (-1.35) (-0.53) (-1.41)
U 0.0993 0.0045 -0.0136 -0.0688
(2.98™) 0.11) (-0.52) (-0.96)
Iy 0.9874 0.8672 1.0475 1.0133
(15.48™) | (11.46™) | (2091 | (7.38™)
1o 0006s | 00130 | 00135 | 00123
(2.94™) | (-5297) | (-7.757") | (-2.68™)
GE 0.0377 0.0025 0.0188 0.0534
(2627) (0.15) (1.67) (1.73)
kT 00684 | 01008 | ~0.1462 | ~0.1250
(-2577) | (-3187) | (-7.007) | (-2.18")
BIG4 07044 | 07455 | 02273 | 58615
(30.16™) | (-26.89™) | (12.39™") | (112.58™)
YD included
IND included
Adj R? 0.5662 0.3264 0.6390 0.8733
F-Value 197.02"" 73.76"" | 266.80"" | 1036.19"
N 2,704

1) %, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
2) Detailed definition of variables is in the note of equations (1), (2).

Table 4] 22 okl That ek Al A1)
QRgolatet SEFUBAN] PAARES o]
HEFQ 719014 o o] EYRLE A oJujgieh
Z, A=Y 719U5S 284 %S 7190 us 8y
AF9 PAANE © YT Aol e 14 28
$HA 02 X5t Zuto|th, FABegEA 5
20164 12958 FBAAA 947 48X A=}
ARG ol A 71EDS FET AU

1) 2 A9 7a8E Austy] ste] IANSE 7199 AYHTo|
Azgold 1, ofd 002 &% tu]HsBS PE 7H 28 A
A3t B4 A3, Model(3)olH BS_Po] Ak 0.0576°0.2
1% 2014 fo%t 2x(t-stat=2.65% HEFIATE, Model(1), (2),
@olMe BAHCZE folsiA] Aottt ol AP AR
FYL SETATAA FF9] TARIN 22 vehes a4US
OJn|sh= Azfo]ck,

2) A 24 @ ool Bt 9 ANEEARLD0] Bt 44
AR B 24-3AS AL 471 2091 ool Hol w2 3l
A7} 8070 ogole] FAAE A 370 olel A9 59 U
850] 2:550] gtk

gt Amoln, A= AP F Avk 67 Y]
W20 Non-BigdolAlt Easelage] FAHAIIo]
ROl gk Aoz ot olo] £ AFoME
o8 AZI] 9o F7HEALS WS,

4.3 FIIEMADL

Table 5& 7Hd 29 23& AR fFFEE &0}
o] 2435t Avlolt}, WA Panel Ax Bigd ZFARRIONA|
ZARE BRe gRS tjito g 714 22 AASS A
o1, Panel B Non-Bigd ZARIONA ZAE e
BES iAoz 7HE 28 PSS

A, Panel AdAE ZE ZF9 FARIA B4
Hog | ¥+HY ZFE UEH o=,
Panel BolA= SE3QA3AA AT FARIARE
BAHCE |ITt K+ AHRE TAT 5 AUk

olg]gt A7hE Bigdd] BE AFY AR HAHA
2ol A=l 714 AAMR R QIAISHo] ZHARAITE
< © %ol FYditt= AS Yugth. Non-BigdolAl
£ SEBATAAL AgolA fogt HH A7t v
$om, o= Non-Bigdo X = A=d BIH] 14
LS AR Sl Ao = T

Table 5. Business Strategy Score and Rank-Specific
Audit Hour(by Auditor type)

Panel A. Big4
. Dep. Var. = AHOUR_RANK:
Variable
Model(1) Model(2) Model(3) Model(4)
0.0064 0.0087 0.0139 0.0126
BESCORE | 100 | @74 | @e4 | @64
Control included
N 1,178
Panel B. Non-Big4
. Dep. Var. = AHOUR_RANK;
Variable
Model(1) Model(2) Model(3) Model(4)
-0.0030 0.0020 0.0075 -0.00563
BSSCORE | osa) | (0an | Gae™) | (-065)
Control included
N 1,526
1) *, ** and ** denote the significance at 10%, 5%, and 1% level, respectively.
2) Detailed definition of variables is in the note of equations (1), (2).
5. 48
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Besie Az Aol7 o] e kY AFEa
Zjol7h QA AZEASHAT,

£ Q7o AZEA A3E qorhd chest ek A
R, AR Bl el 719 ZAgEeR
QA ste] ALY 7IALSE AAAIEE S5 B7H
e Aoz Ushith B4, HEd 7994E s
A Azbo] © Ho] Esto] AR A
o AAELARI] o]} G Aole, o) 74kl %
e Hol7h 9l A2 Lhehrh. ol AARLE 7]
gz ApEAel AYHeEe ot g, ol 9
R4 Testel AAAE SYA wgsts Row
4T % k. B Uobt 71949 A4 240 e 7
AQlo] A MR $AS AMTeRA A}
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