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Abstract - The purpose of this study is to investigate whether Big 4 accounting firms contribute to the reduction of earnings management
when auditing shipping companies. Generally, it 1s understood that companies audited by the Big 4 accounting firms engage in minimal
earnings management and maintain high audit quality. However, these factors may vary depending on industry and firm size. As a result,
this study empirically analyzes the impact of audits conducted by large accounting firms on earnings management within the shipping
industry. The Big 4 accounting firms, namely PwC, KPMG, Deloitte, and EY, are the focus of this research. Discretionary accruals are
employed as a proxy for earnings management, with the modified Jones model and the performance matched model used to measure
discretionary accruals. The analysis, which covers shipping companies listed on KOSPI fiom 2001 to 2023 reveals that audits conducted
by the Big 4 accounting firms do not significantly influence earnings management in the shipping industry. Unlike the general case, it
Is evident that audits by the Big 4 accounting firms do not play a role in reducing earnings management in shipping companies. This
paper Is significant as it examines the role of auditors within the shipping industry and presents findings that deviate ffrom commonly
known information. Shipping companies should take into consideration that the audit quality of the Big 4 accounting firms may not always
be guaranteed when selecting an auditor. Furthermore, supervisory authorities such as the Financial Supervisory Service should engage
in oversight based on an accurate understanding of the audit quality ofiered by the Big 4 accounting firms.

Key words - shipping companies, audit, bigd accounting firms, earnings management, discretionary accruals
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Table 1 Descriptive statistics (N=97)
Variables| Mean Std.  |Minimum| Median |Maximum
DA 0.006 | 0.075 -0.236 0.016 0.176
DACC | 0.005 | 0.058 -0.186 0.010 0.153
BIG4 | 0629 | 0486 0.000 1.000 1.000
SIZE | 21.309 | 1.211 19.329 21.414 23.969
LEV | 0688 | 0174 0.159 0.724 0.927
CFO 0.077 | 0.096 -0.234 0.084 0.349
GW 0.059 | 0.302 -0.639 0.036 1.195
ROA 0.017 | 0.105 -0.304 0.026 0.271
FOR 0.142 | 0.146 0.000 0.082 0.560
OWN | 0326 | 0.155 0.058 0.277 0.797
LOSS | 0299 | 0.460 0.000 0.000 1.000
Note : The variable definitions are described in equation (1).
Table 1o+ 7| 2EAFE 71&stdt)h AFEYH e T&5H
=21 DAC] H-& 0.0060] 3L, DACCS] B2 0.006= & A
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Table 2 Pearson correlation coefficients (N=97)

QO I® @®| 6| ®|® |6 |90

@ |0706
@ [[0.025 0.069
® [ B
© [0.172/0179|-0.015-0.283
ES ES skskek
® [[0245-0612-0.189 0.091 [-0.393
sk skksk * skksk
@ | 0.050 |-0.087-0.008 0.029|-0.228 0,544
skeksk skek skksk
0.362[-0.209-0.130[-0.047-0.513 0.738 | 0.560
skksk *kk skeksk skeksk kekk
@ |0.087[0.115]0.110|-0.200[0.240[-0.088 0.1040.109
*kk skek
0.369]0.209[-0.060-0.067-0.513 0.132 | 0.119] 0.240 |-0.409
skskek skek skeksk ek EE
@ [70:2030.060{ 0.222 0118 0.434|-0554-0.398-0.711] 0.031 [-0.358
Note : M=DA, @=DACC, ®=BIG4, ®=SIZE, G=LEV, ®=CFO,

D=GW, ®=ROA, ©@©=FOR, 0=OWN, @=LOSS. ™, ™, and ~
indicate significance at p < 001, p < 005 and p < 0.10,
respectively. The variable definitions are described in equation (1).
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o,

Panel A: EM=DA |Panel B: EM=DACC
BIG40 | BIG#1 | BIG40 | BIG41
Mean of EM| 0.009 0.005 -0.001 0.008
difference 0.004 -0.008
Note : The variable definitions are described in equation (1).
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Table 4 Regression analysis for hypothesis test (N=97)

EM, = (3, + 3, BIGA, + 3,SIZE, + B, LEV, + 3,CFO, + 3, GW,
+B,ROA, + B, FOR, + B, OWN, + 3,LOSS, + YD +e,
Variables Panel A: EM=DA |Panel B: EM=DACC
Coeff. t-value Coeff. t-value
Intercept 0.200 2.00" 0.168 1.58
BIG4 -0.010 -1.11 -0.001 -0.03
SIZE -0.006 -1.81" -0.009 -2.33"
LEV 0.042 1.06 0.049 1.14
CFO -0993 | -1356™ | -0.703 -9.00""
GW 0.011 0.56 0.074 3517
ROA 0.899 12.14™ 0.189 2.39"
FOR -0.052 -1.40 -0.024 -0.60
OWN 0.081 237" 0.075 2.06™
LOSS -0.019 -1.45 -0.018 -1.26
YD Included
F-value 12.92 572
Adj. R° 0.794 0.604

sk ok
)

Note : , and * indicate significance at p < 0.01, p < 0.05, and
p < 0.10, respectively. The variable definitions are described in
equation (1).
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Table 5 Regression analysis for comparison using
non-shipping company samples (N=12986)

EM, = B, + 3, BIGA, + B,SIZE, + B,LEV, + 3,CFO, + 3. GW,
+B,ROA, + 3, FOR, + 3, OWN, + 3, LOSS, + S YD+ SID +e,
Variables Panel A: EM=DA |Panel B: EM=DACC
Coeff. t-value Coeff. t-value
Intercept 0.018 3.14™ -0.018 -3.04""
BIG4 -0.003 | -4.13"* | -0.002 | -2.74™**
SIZE 0.001 3.09™ 0.002 721
LEV 0.010 566" 0.025 13.14™
CFO -0.781 | -17957""| -0673 |-151.16™
GW -0.002 -1.83" 0.018 13.35™
ROA 0.794 139.57 0.357 61.32"
FOR 0.003 0.85 -0.001 -0.41
OWN 0.004 1.79° 0.007 317
LOSS -0.002 -1.50 -0.001 -0.70
YD&ID Included
F-value 939.68™" 509.67"
Adj. R’ 0.773 0.648
Note : ™ and * indicate significance at p < 0.01 and p < 0.10,

respectively. The variable definitions are described in equation (1).
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