

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	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
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The Riskiness of Large Audit Firm Client Portfolios and Changes in Audit Liability Regimes: Evidence from the U.S. Audit Market

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			42 Pages
		
		

		Posted: 15 May 2001
		
		
		
	

	
		
			
			




	See all articles by Jong-Hag ChoiJong-Hag Choi
Seoul National University - College of Business Administration
Rajib Doogar
University of Washington, Bothell
Ananda R. Ganguly
Claremont McKenna College - Robert Day School of Economics and Finance


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									The Riskiness of Large Audit Firm Client Portfolios and Changes in Audit Liability Regimes: Evidence from the U.S. Audit Market

								
							
							
							
								
									Number of pages: 42
								
								
									Posted: 15 May 2001
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  525
							
						

					

					
					

					
						
							
						

						
							
								
									The Riskiness of Large Audit Firm Client Portfolios and Changes in Audit Liability Regimes: Evidence from the U.S. Audit Market
									

								
							
							
							
								Contemporary Accounting Research, Vol. 21, No. 4, Winter 2004
							

							
							
								
								
									Posted: 04 Aug 2004
								
								
							

							
						

						
							
						

					

					
				

			

		

	

	


	
	
	
	
	
		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We investigate whether the financial riskiness of large US audit firm clienteles varied with the changing audit litigation liability environment during the period 1975-1999.  Partitioning the period of study into four distinct periods [a benchmark period (1975-1984), a period of increasing concerns about litigation liability (1985-1989), a period of lobbying for reform (1990-1994) and a post-relief period (1995-1999)], we find some evidence of risk decreases during 1985-1989, strong evidence of risk decreases during 1990-1994 and strong evidence of risk increases during 1995-1999.  However, we also find that over the period of our study, a time during which Big Six market shares grew appreciably, the proportion of litigious-industry clients in Big Six client portfolios grew at about the same rate as the proportion of such clients in the population.  Moreover, the Big Six share of the financially riskiest clients in the economy did not grow as fast as overall Big Six market share.  In sum, while our evidence is consistent with the hypothesis that the riskiness of Big Six client portfolios responded to changes in the audit litigation liability environment, we find no systematic evidence of a race to the bottom or bottom fishing by these firms in a bid to increase their market shares. 
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