

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
				
			
		
			
		
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Valuation of Takeover Targets and Auditor Quality

	
    
        
            
            







    
    










    
    
    
    











			
                    DBW Die Betriebswirtschaft - Business Administration Review (BARev), 2013, Forthcoming
 
        

    
	

	
	
		
		
			44 Pages
		
		

		Posted: 22 Aug 2013
		
		
		
	

	
		
			
			




	See all articles by Lasse NiemiLasse Niemi
Aalto University - School of Business
Hannu Ojala
University of Eastern Finland; Aalto University - School of Business
Tomi Seppälä
Aalto University School of Business


		

	
	
	
	
	



	
	
	
	
		
	
	
		
			Date Written: December 12, 2012

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This study investigates whether the market’s perception of auditor quality makes a difference to the market value of a firm using a sample of 1 915 takeover offers in the USA over the period 1990 to 2005. The study finds, as hypothesised, that the takeover process makes a smaller correction to the market price of the target when it has a Big 4 auditor suggesting that less private information becomes available. We find no empirical evidence for the auditor switch effect, which is an alternative explanation for the lower CARs for Big 4 targets. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Audit quality, valuation, takeovers

	
	

	
    

    
	

	
	
		JEL Classification: G34, M41, M42

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Niemi,  Lasse and Ojala,  Hannu and Seppälä,  Tomi, Valuation of Takeover Targets and Auditor Quality (December 12, 2012). DBW Die Betriebswirtschaft - Business Administration Review (BARev), 2013, Forthcoming,  Available at SSRN: https://ssrn.com/abstract=2313675
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Lasse Niemi (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Aalto University - School of Business  ( email )

			

			
			
				
				
				
					P.O. Box 21210
Helsinki, 00101
Finland

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Hannu Ojala

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: University of Eastern Finland]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Eastern Finland  ( email )

			

			
			
				
				
				
					Yliopistonranta 1
Kuopio, 70210
Finland
+358443290604 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Aalto University - School of Business  ( email )

			

			
			
				
				
				
					P.O. Box 21210
Helsinki, 00101
Finland

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Tomi Seppälä

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Aalto University School of Business  ( email )

			

			
			
				
				
				
					P.O. Box 21210
Helsinki, 00101
Finland

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      147

			

		
		
		
			Abstract Views

			    1,947

		

		
		 
		
			Rank

			  360,563

		

		
	


	

	
		
			
				       67 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Financial Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Financial Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,566

                                    

                                    
                                        PAPERS

                                           18,574

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Ross L. Watts at Massachusetts Institute of Technology (MIT) - Sloan School of Management

                                    

                                
                            

                        

                    

                
	
                    Corporate Finance: Governance, Corporate Control & Organization eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Governance, Corporate Control & Organization eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,252

                                    

                                    
                                        PAPERS

                                           34,098

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        René M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                
	
                    Corporate Governance & Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance & Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,605

                                    

                                    
                                        PAPERS

                                            6,617

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Corporate Governance: Acquisitions, Mergers, Contests for Control, & Activism eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance: Acquisitions, Mergers, Contests for Control, & Activism eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,017

                                    

                                    
                                        PAPERS

                                            2,632

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Targets' Earnings Quality and Bidders' Takeover Decisions

                        
                            By
                                
                                
                                    
                                    Kartik Raman, 
                                    
                                
                                    
                                    Lakshmanan Shivakumar, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Target Firm-Specific Information and Acquisition Efficiency

                        
                            By
                                
                                
                                    
                                    Xiumin Martin
                                     and 
                                
                                    
                                    Ron Shalev
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Target’s Earnings Quality and Bidders’ Takeover Decisions

                        
                            By
                                
                                
                                    
                                    Kartik Raman, 
                                    
                                
                                    
                                    Lakshmanan Shivakumar, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Role of Accounting Quality in the M&A Market

                            
                                By
                                    
                                    
                                        
                                        Carol A. Marquardt
                                         and 
                                    
                                        
                                        Emanuel Zur
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Effect of Buyers' Valuation Uncertainty on the Seller's Choice of Selling Mechanism

                            
                                By
                                    
                                    
                                        
                                        Rafael Rogo
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Industry Specialization and Auditor Quality in U.S. Markets

                            
                                By
                                    
                                    
                                        
                                        Michael T. Stein
                                         and 
                                    
                                        
                                        Brian D. Cadman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Orphans Deserve Attention: Financial Reporting in the Missing Months When Corporations Change Fiscal Year

                            
                                By
                                    
                                    
                                        
                                        Kai Du
                                         and 
                                    
                                        
                                        Frank Zhang
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Effect of Target-Firm Accounting Quality on Valuation in Acquisitions

                            
                                By
                                    
                                    
                                        
                                        Maureen F. Mcnichols
                                         and 
                                    
                                        
                                        Stephen Stubben
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Effects on Comparability and Capital Market Benefits of Voluntary IFRS Adoption

                            
                                By
                                    
                                    
                                        
                                        Mary E. Barth, 
                                        
                                    
                                        
                                        Wayne R. Landsman, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            CEO Power and SEC Prompted Restatements

                            
                                By
                                    
                                    
                                        
                                        Xiaoyan Cheng, 
                                        
                                    
                                        
                                        Lei Gao, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

