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Abstract
Purpose – The purpose of this paper is to examine the effects of simultaneous and partial auditor switching
toward the abnormal return of manufacturing companies listed in Indonesia Stock Exchange between 2009
and 2012.
Design/methodology/approach – Auditor switching is divided into some types: lateral Big 4 to Big 4
(B4B4), lateral non Big 4 to non Big 4 (NB4NB4), cross-up (CU) and cross-down. The abnormal return is
measured with a market-adjusted model. In this study, company size is used as the control variable and is
measured using the natural logarithm of the total assets (LnTA) and return on equity. Multiple linear regression
is used for analysis with significant value a¼ 5 percent. The hypotheses were tested using f-test and t-test.
Findings – The result shows that simultaneous auditor switchings affect the abnormal return. In partial
auditor switching, only CU switch has effects on the abnormal return.
Originality/value – This study provides additional literature on the effect of auditor switching, especially
on an abnormal return.
Keywords Abnormal return, Auditor switching, Company size
Paper type Research paper

Introduction
Independence of public accounting is vital in auditing profession. One factor affecting the
auditor’s independence is the length of the relationship the auditors have with their clients
(Institut Akuntan Publik Indonesia, 2011). Professional Standards for Public Accountant
(Standar Profesional Akuntan Publik) section 290.153 indicates that if a similar senior public
accounting firm is hired by one similar client for relatively long period of time, this
relationship will threaten the auditor’s independence. Therefore, the regulation related to
auditor switching is made. The government has regulated the switch of auditor by releasing
the Regulation of Minister of Finance of the Republic of Indonesia Number 17/PMK.01/2008
on the obligation to switch the public accounting firm after auditing for six consecutive
years, and to switch a public accountant after auditing for three consecutive years
(Kementerian Keuangan, 2008).

Sumadi (2010) and Junaidi et al. (2013) argue that auditor switching can be categorized
into two: real auditor switching and artificial auditor switching. Real auditor switching is
when a company switches its public accounting firm with another one from other affiliation,
whereas artificial auditor switching is when a company uses a similarly affiliated public
accounting firm, but still meets the requirements stated in the Regulation of Minister of
Finance Number 17/PMK.01/2008 that a public accounting firm is counted as different firm
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when the number of the partner in the latter firm is less than 50 percent of that in the former
firm (Sumadi, 2010). Auditor switching can also be classified into three: lateral auditor
switching (switching accounting firm with another similar size firm); cross-up (CU) auditor
switching (switching smaller accounting firm with a larger firm); and cross-down (CD)
auditor switching (switching larger accounting firm with a smaller firm).

There are debating arguments related to auditor switching that encourage further
research in areas including factors contributing to auditor switching and its impacts.
Several previous studies analyzing the effects of auditor switching on the abnormal return
showed different results. Research conducted by Soeprihadi and Adiwibowo (2010), Stunda
(2012), Knechel et al. (2007) and Eichenseher et al. (1989) generally highlighted that CU
auditor switching positively affected the abnormal return, while CD auditor switching
negatively affected the abnormal return. Other research by Chang et al., (2010), Diaz (2009)
and Dunn et al. (1999) resulted that auditor switching negatively affected the abnormal
return. In addition, Nichols and Smith (1983) found that there was no significant influence
between auditor change and stock. The inconsistent research findings in many research
related to auditor switching have encouraged the writer to further research the influence of
auditor switching on, particularly, the abnormal return.

This research aims at analyzing how investors react and respond the switch of the public
accounting firm by the manufacturing companies listed in Indonesia Stock Exchange between
2009 and 2012. This research has similarity with that of Stunda (2012) in terms of dividing the
auditor switching into lateral, CU, and CD auditor switchings. Auditor switching as a variable
is divided into three types to help better identify the effects of each type by considering the
switch as well as the firm size. This research uses the firm size and return on equity (ROE) as
the control variables, so that the possible effects of auditor switching on the abnormal return
will not be affected by other factors other than the ones used in the research.

The research shows that simultaneous auditor switchings affect the abnormal return as
the dependent variable. Partial auditor switching, particularly the CU auditor switching,
affects the abnormal return. The result of this research is expected to be taken as one of the
considerations for the management of the company prior to switching the public accounting
firm, and this can also be used to maintain the independency and objectivity of the auditor.

Literature review and hypothesis
Signaling theory
Leland and Pyle (cited in Scott, 2012, p. 475) state that company executives with more
company related information tend to inform the potential users from which the company
may increase its values by signaling through their annual reports. When investors receive
good signal mentioned in the annual financial report, they will positively respond to it. In
contrast, the investors will respond negatively when bad signal is perceived. The changes of
the response can be observed through the changes of the stock price; in this particular case,
the changes will be measured using the abnormal return.

Auditor switching
Stunda (2012) and Eichenseher et al. propose the classification of auditor switching into
three: lateral, CU and CD auditor switchings. Lateral auditor switching is the switch from
the auditor or the public accounting firm to a new similar size auditor or a public accounting
Firm. Srimindarti (2006) argues that one main reason for a company to switch its public
accounting firm is the high fee for CU auditor switching that is a switch to a new larger firm
of public accounting. Smith (cited in Sumadi, 2010) proposes that a company involved in
expanding activities expects to receive positive responses from investors by switching
auditor with the larger and more settled public accounting firm. CD auditor switching is a
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switch to a new smaller public accounting firm. Sinarwati (2010), in her research, shows that
management change and financial difficulty may affect decision to switch auditors and
accounting firms.

Sumadi (2010) proposes several reasons for company to undergo auditor switching.
Among the reasons are the management receives unqualified audit opinion reports; the new
company management tends to find a firm with equivalent reports and accounting policies;
the management is being involved in expanding activities; or the management is facing
financial problems. Several factors affecting auditor switching are shopping opinion, audit
fee, characteristics of public accounting firm, unsatisfactory service from public accounting
firm and the preference of the stock holders (Stefaniak, et al., 2009).

Abnormal return
Abnormal return or known as excess return is the difference between the realized and the
expected return ( Jogiyanto, 2012). A positive abnormal return occurs when the realized return
is higher than the expected return, and vice versa. Abnormal return is considered as one of
indicators of market response toward information. Jogiyanto (2012) proposes three models to
identify expected return: mean-adjusted model, market model and market-adjusted model.
The formula for calculating the abnormal return will be obtained after knowing the formula
for the realized return.

Company size. The company size indicates categorization of company into a small or
large company by measuring the sales, the capital, or the total assets owned. Djam’an et al.
(2011) uses total assets to assess the size of the firm. It is shown that the total assets
provide positive and significant influence on the abnormal return. This is in contrast with
what Diaz (2009) finds, that is, the size of the company does not significantly influence the
abnormal return.

Return on equity (ROE)
ROE is the ratio used to assess the ability of the company to earn profit based on certain
capital stock (Hanafi and Halim, 2009). This ratio measures the level of capital return of the
company. Kastutisari and Dewi (2012), in their research, conclude that ROE affects the
abnormal return. A company with high ROE will encourage investors to invest in that
company. The higher the investment invested, the higher the stock price observed in the
abnormal return.

The effects of lateral, CU and CD switchings, company size and ROE on the abnormal
return. The investors will react to financial and non-financial information published by the
company. Lateral, CU and CD auditor switchings can be seen from the auditor report, and
the information related to the company size as well as the ROE will be responded by the
investors. Their responses can be seen in the changes of stock price that will be measured
with the abnormal return:

H1. Lateral, CU, and CD auditor switchings, company size and ROE simultaneously
affect the abnormal return.

The effect of Big 4 to Big 4 lateral auditor switching on abnormal return. The switch from a
Big 4 to Big 4 accounting firm is taken since the company has accustomed to be the client of
the Big 4 accounting firm as well as to maintain the good image of the company. Big 4 to Big
4 lateral auditor switching may affect positively the abnormal return, particularly when the
switch is caused by the expanding activities of the company supported with good work
performance as expected by the investors. Contrarily, when the company shows less
satisfying work performance, then the switch will affect negatively the abnormal return:

H2. Big 4 to Big 4 lateral auditor switching affects the abnormal return.
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The effect of non Big 4 to non Big 4 lateral auditor switching on the abnormal return. A
company that switches its accounting firm from non Big 4 to non Big 4 may experience
negative impact, especially when the switch is resulted from a financial distress and conflict
with the previous auditor. The switch as an effort to maintain auditing fee may have
positive impacts, especially when the company is allocating its cash for other priorities to
increase the value of the company:

H3. Non Big 4 to non Big 4 lateral auditor switching affects the abnormal return.

The effect of CU auditor switching on the abnormal return. There are reasons that affect a
company to switch its accounting firm from a non Big 4 to a Big 4 Auditing firm. One of the
reasons is that the firm expects a positive response from the investors. Investors exposed to
information of auditor switch to the Big 4 accounting firm will recognize the change as a
positive signal that leads to an assumption of good work performance of the company.
However, CU auditor switching can affect negatively the abnormal return, particularly if the
switch aims at covering the conflict between the management and the auditor. Furthermore,
this practice may negatively influence negatively the investors, particularly when the
company frequently switches its accounting firms:

H4. CU auditor switching affects the abnormal return.

The effect of CD auditor switching on the abnormal return. CD auditor switching may
positively or negatively affect the abnormal return. During the post-SOX period, there were
some non Big 4 accounting firms that offered better service to its clients, and this resulted in
qualified auditing opinion normally offered by Big 4 firms. However, some investors may
take the information as a bad signal, indicating a practice of opinion shopping in which
what is being reported is not similar to that of the actual situation. Opinion shopping is an
effort a company takes to get a better audit opinion:

H5. CD auditor switching affects the abnormal return.

Conceptual framework
In this research, the conceptual framework is the effect of auditor switching
on the abnormal return. Auditor switching variable will be divided into three,
namely, lateral, CU and CD auditor switchings. Lateral auditor switching is divided into
two: Big 4 to Big 4 and non Big 4 to non Big 4. Abnormal return is the difference
between realized return and expected return, and in measuring the expected return, a
market-adjusted model is used. This research also uses the size of the company and
ROE as the control variables to limit the influence of other factors on the auditor
switching (Figure 1).

Research method
Approaches and data
This research used a quantitative approach to test the hypotheses. This approach was adopted
since all the data are measurable, and the result can be generalized (Anshori and Iswati, 2009).
The data used were unbalanced panel data as the number of companies observed was different
yearly. Panel data are the combination of time series and cross-sectional data (Gujarati and
Porter, 2013). To obtain those data, secondary data were used. Following are the data and its
sources used in this research:

(1) Data of auditor switching were obtained from the auditor report documented in each
company’s annual financial report published on the website of Indonesia Stock
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Exchange (www.idx.co.id) between 2009 and 2012. The data were also taken from
the factbook published by Indonesia Stock Exchange.

(2) Data of stock prices were obtained from finance.yahoo.com

Population and samples
The population of this research was manufacturing companies listed in Indonesia Stock
Exchange between 2009 and 2012. This type of company was selected as the population
since they have more sectors compared to other types of company. In addition,
manufacturing companies were more involved and dominating in cases related to auditing
switch. The period between 2009 and 2012 was preferred to respond to the Regulation of the
Minister of Finance Number 17/PMK 0.1/2008, released by the Ministry of Finance that
enquires the companies to switch their public accounting firms after six consecutive
auditing years. The research duration was expanded to 2012 to cover the occurrence of all
types of auditor switching mentioned above.

The samples were selected using the purposive sampling method in which the selected
samples had to match with the set criteria as following:

(1) the manufacturing companies were listed in Indonesia Stock Exchange between
2009 and 2012;

(2) the manufacturing companies were not delisted during the period of 2009 and 2012;

(3) those companies undertook auditor switching during the period of 2009 and 2012; and

(4) those companies were supported with complete data available in IDX databases
during the period of 2009 and 2012.

The definition of operational variables
The dependent variable of this research is the abnormal return. Jogiyanto (2012) defines
abnormal return as the difference between realized return and expected return (the return
expected by the investors). Realized return is the real return that actually happens at specific

Lateral auditor switching

Big 4 to Big 4
Non Big 4 to Non Big 4

Control variables

Cross-down auditor switching

Cross-up auditor switching

Firm size
ROE

Abnormal return

Figure 1.
Conceptual framework
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time t. Expected return is the return expected from the future investment. The steps and
formula in calculating the abnormal returns are presented next.

Calculating realized return

Ri;t ¼
Pi;t�Pi;t�1

Pi;t�1
: (1)

Where Ri,t is the realized return of security i at time t; Pi,t is the stock price of security i in
December of auditor report; and Pi,t−1 is the stock price of security i in December of financial
report.

This research used the monthly stock price in December. t index is the year in which
auditor report was published, while t−1 is the year of the financial report.

Calculating the expected return

E Ri;t
� � ¼ RMi;t . . .; (2)

RMi;t ¼
IHSGt�IHSGt�1

IHSGt�1
; (3)

where E[Ri,t] is the expected return of security i at time t; RMi,t is the market return of
security i at time t; IHSGt is the composite stock price index in December of auditing report;
and IHSGt−1 is the composite stock price index in December of financial report.

Calculating abnormal return

ARi;t ¼ Ri;t–E Ri;t
� �

; (4)

where ARi,t is the abnormal return of security i at time t; Ri,t is the realized return of security
i at time t; and E [Ri,t] is the expected return of security i at time t. t index in the formula
above refers to the year the auditing report was published by an independent auditor, while
t−1 index refers to the year when the financial report was written by the company.

The independent variables of this research are the three types of auditor switching
as follows:

(1) Lateral auditor switching:

• Big 4 to Big 4: the switch of this type was measured using dummy variables by
scoring 1 for companies switching from Big 4 to Big 4 firms, and scoring 0 for
companies switching to firms other than Big 4 to Big 4.

• Non Big 4 to non Big 4: the lateral auditor switching from non Big 4 to non Big 4
firms was measured using a dummy variable by scoring 1 for companies
switching from non Big 4 to non Big 4 firms, and scoring 0 for companies
switching to firms other than non Big 4 to non Big 4.

(2) CU auditor switching: CU auditor switching would also be measured using dummy
variable by scoring 1 for companies switching from non Big 4 to Big 4 firms, and
scoring 0 for companies undertook other than CU auditor switching.

(3) CD auditor switching: CD auditor switching was also measured using dummy
variable by scoring 1 for companies switching from Big 4 to non Big 4 firms, and
scoring 0 for companies undertook other than CD auditor switching.

The control variables of this research were the company size and the ROE. The total assets
were used to measure the company size at the end the year. To calculate the influence of the
company size on the control variables, the natural logarithm of the total assets was used.
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ROE is the ratio used to assess the ability of the company to earn profit from certain capital
stock (Hanafi and Halim, 2009). The ROE value can be calculated using the formula as
follows (Gibson, 2009):

ROE ¼ Net Income�Dividends on Pref erred Stock
Average Total Equity

: (5)

Data analysis
The data were analyzed statistically using SPPS program v.18. Multiple linear regression
technique was used with the ordinary least square method. The regression model can be
seen in the following formula:

ARit ¼ aþb1B4B4itþb2NB4NB4itþb3CUitþb4CDitþb5 Ln TAitþb6ROEitþeit ; (6)

where ARi,t is the abnormal return of the manufacturing company; α is the intercept; B4B4i,t
is Big 4 to Big 4 lateral auditor switching; NB4NB4i,t i non Big 4 to non Big 4 lateral auditor
switching; CUi,t is cross-up auditor switching; CDi,t is cross-down auditor switching;
LnTAi,t is the natural log of the total assets; ROEi,t is the return on equity; and eit I the error
measurement for the company.

Hypothetical tests

(1) A simultaneous test ( f ) was conducted to identify the effect of several independent
variables simultaneously on the dependent variables (Ghozali, 2006). The criteria
adopted for simultaneous test are:

• if fcount W ftable, then H1 is accepted (α¼ 5 percent); and

• if fcount o ftable, then H1 is rejected (α¼ 5 percent).

(2) A partial test (t) indicates to what extent the effect of independent variables partially
affect the dependent variable (Ghozali, 2006). The partial test was conducted by
comparing the significance of t-value from the test result and the value used in this
research. The criteria for partial test are presented as follows:

• if the significance t-value of each variable obtained from the test is o5 percent,
then the independent variables partially affect the dependent variable; and

• if the significance t-value of each variable obtained from the test is W5 percent,
the independent variables do not partially affect the dependent variable.

Result and discussion
Description of the research object
There were 109 manufacturing companies, selected using a purposing sampling technique,
involved in this research (Table I).

Descriptive statistical analysis
Below are the descriptive statistical analyses of each variable of this research using SPSS
program v.18.

Based on Table II, each variable can be described as follows:

(1) Auditor switching: the manufacturing companies involved mostly switched from
non Big 4 to non Big 4 public accounting firms, and very few of them undertook CD
auditor switching. The mean of B4B4 auditor switching is 0.3, which means that
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30 percent of the total manufacturing companies involved switched their accounting
firms from Big 4 to Big 4 firms. The mean of NB4NB4 auditor switching is 0.61,
which means that 61 percent of the total manufacturing companies involved
switched their accounting firms from non Big 4 to non Big 4 firms. The mean of CU
auditor switching is 0.05, which means 5 percent of the manufacturing companies
involved switched their accounting firms from non Big 4 to Big 4 firms. The mean of
CD auditor switching is 0.04, which means that 4 percent of the total manufacturing
companies involved switched their accounting firms from Big 4 to non Big 4 firms.

(2) Company size: this research used the natural logarithm of the total assets (LnTA)
because the total assets of the company are very high. The highest LnTA value is
32.36, owned by Astra International Tbk in 2010, and the smallest LnTA is 23.08,
owned by Alam karya Unggul Tbk in 2012. The overall value of LnTA of the
companies is 27.65.

(3) ROE: the research shows that the highest ROE is 129 percent, owned by Delta Dunia
Petroindo Tbk (DOID) in 2011, while the lowest ROE equals −134.93 percent by
ICTSI Jasa Prima Tbk (KARW) in 2012. The overall value of ROE of the companies
involved is 6.15 percent.

(4) Abnormal return: the biggest rate of abnormal return is 18.5439 by Indospring
Tbk in 2011, and the lowest rate is –1.16, owned by Kertas Basuki Rachmat
Indonesia Tbk in 2009. The overall rate of the abnormal return of the companies
involved is 0.24.

Result and analysis
This research adopted four classical assumption tests: normality test, multicollinearity test,
heteroscedasticity test and autocorrelation test. It is concluded that normality assumption
was fulfilled, there was no multicollinear and heteroscedasticitic data, and there was no
autocorrelation between residual values.

No. Criteria 2009 2010 2011 2012

1 Listed manufacturing company 139 136 139 140
2 Delisted manufacturing company (5) (1) (2) (1)
3 Manufacturing company with no auditor switching (100) (76) (127) (114)
4 Companies with incomplete data (8) (8) (1) (2)

Research samples 26 51 9 23
Overall samples 109

Table I.
Sample criteria
of research

n Minimum Maximum Mean SD

B4B4 109 0 1 0.30 0.462
NB4NB4 109 0 1 0.61 0.489
CU 109 0 1 0.05 0.210
CD 109 0 1 0.04 0.189
LnTA 109 23.08 32.36 27.57 1.52456
ROE 109 −134.93 129 6.15 29.674875
Abnormal return 109 −1.16 18.45 0.24 1.9657288

Table II.
Descriptive statistical
analysis
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Based on the multiple linear regression test presented on Table III, the equation of the
regression can be formulated as following:

AR ¼ 0:168þ0:004B4B4–0:533CUþ0:340 CDþ0:003 ROE–0:007 Ln TA: (7)

The tcount on the table for Big 4 to Big 4 (B4B4) lateral auditor switching variable is 0.036,
with a significance value of 0.971. This value is higher than the significance value of
α¼ 0.05, and therefore H0 is accepted and H2 is rejected. In other words, the Big 4 to Big 4
(B4B4) lateral auditor switching does not affect the abnormal return. The tcount for CU
auditor switching variable is −2.391, with a significance value of 0,019. This value is lower
than the significance value of α¼ 5 percent, and thus H0 is rejected and H4 is accepted. In
other words, CU auditor switching affects the abnormal return. The tcount for CD auditor
switching variable is 1.365, with a significance value of 0.175. This value is higher than the
significance value of α¼ 0.05 percent, and thus H0 is accepted and H5 is rejected. In other
words, CD auditor switching does not affect the abnormal return. The tcount for the
company size proxied with total assets, as the control variable, is –0.208 with significance
value of 0.836. This value is higher than the significance value of α¼ 5 percent, and thus it
can be concluded that the company size does not affect the abnormal return. The tcount for
the ROE, as the control variable, is 1.684, with a significance value of 0.095. This value is
higher than the significance value of α¼ 5 percent, and thus it can be concluded that the
company size does not affect the abnormal return.

Table IV indicates that the fcount value is 2.249, with a significance value of 0.04. This
value is lower than the significance value of α¼ 5 percent, and thus it is concluded that all

Unstandarized
coefficients

Standarized
coefficients

Collinearity
statistics

Model B SE β T Sig. Tolerance VIF

Variable independent (Constant) 0.168 0.983 0.171 0.846
B4B4 0.004 0.117 0.004 0.036 0.971 0.752 1.330
CU −0.533 0.223 −0.231 −2.391 0.019 0.965 1.036
CD 0.340 0.249 0.132 1.365 0.175 0.956 1.046

Variable control LnTA −0.007 0.036 0.036 −0.208 0.836 0.758 1.319
ROE 0.003 0.002 0.171 1.684 0.095 0.877 1.140

Table III.
Multiple linear

regression analysis

Variables T Sig. Remark

Independent variables
B4B4 0.036 0.971 H2 rejected
CU −2.391 0.019 H4 accepted
CD 1.365 0.175 H4 rejected

Control variables
LnTA −0.208 0.836 No effect
ROE 1.684 0.095 No effect
R 0.331
R2 0.109
Adjusted R2 0.064
F 2.249
Sig. F 0.040 H1 accepted

Table IV.
Proof of hypotheses

165

Auditor
switching
towards

abnormal return



independent variable of Big 4 to Big 4 (B4B4) lateral auditor switching, CU auditor
switching and CD auditor switching, as well as the control variables, company size (LnTA)
and the ROE, simultaneously affect the abnormal return as the dependent variable.

In table, it is seen that adjusted R2 value is 0.064. This denotes that the effect of such
variables as Big 4 to Big 4 (B4B4) lateral auditor switching, CU auditor switching, CD
auditor switching, company size (LnTA) and ROE on the abnormal return is 0.064 or
64 percent, while the rest 0.936, or 93.6 percent, is affected by other variables such as
earning per share (EPS), ROA, government announcement, political issues, national and
international issues, funding announcement and others that are not part of this research.

The simultaneous effect of Big 4 to Big 4 lateral, CU, CD auditor switchings, company size
and ROE on the abnormal return. The research shows that Big 4 to Big 4 lateral, CU, CD
auditor switchings, company size and ROE simultaneously affect the abnormal return.
This result is in line with the signal theory and it proves that Big 4 to Big 4 lateral, CU, CD
auditor switchings, company size and ROE are all responded by the investors. The
response from the investors explains that the information is considered by the auditors
prior to the decision for investment. The findings of this research support the research
finding of Dunn et al. (1999).

The effect of Big 4 to Big 4 lateral auditor switching on the abnormal return. The findings
show that Big 4 to Big 4 lateral auditor switching does not affect the abnormal return. This
can be explained with the fact that most switches undertaken are the partial switches
( Junaidi et al., 2013). A partial rotation or switch refers to a condition as suggested by the
government regulation that the company has switched its accounting firm and, therefore,
the company and accounting firm relation does not exit. In fact, the company as the client
and the accounting firm are essentially still in contact. This artificial auditor switch does not
much affect the auditors as they belong to the same public accounting firm. This finding is
similar to that of Stunda (2012).

The effect of CU auditor switching on the abnormal return. The research demonstrates
that CU auditor switching negatively affects the abnormal return. These negative impacts
can be resulted from various reasons like the audit tenure and EPS. If the audit tenure is
very short, then this may lead to suspicion among the investors. In contrast, when the tenure
is longer than six consecutive years, then the investors might reconsider and question the
independence of the auditor. In addition, the companies, involved in this research, that CU
switched its accounting firms tended to decrease their EPS. This finding is similar to that of
Diaz (2009), Chang et al. (2010) and Dunn et al., (1999).

The effect of CD auditor switching on the abnormal return. The research shows CD
auditor switching does not affect the abnormal return. This finding is in line with that of
Nichols and Smith (1983). This strengthens the idea that CD auditor switching contributes
very limited information in improving the abnormal return for company. This probably
because the investors consider that non Big 4 accounting firms are as good as the Big 4
firms previously hired by the company. As a result, the switch does not affect the investors,
which is reflected in the abnormal return.

The effect of company size on the abnormal return. The research demonstrates that the
company size proxied with the total assets (LnTA) does not affect the abnormal return. This
finding is similar to that of Diaz (2009). The investors might think that the amount of the
total assets owned by a company not necessarily ensures the investors of a high return for
their investment. These investors prefer other financial information, such as an increase or
decrease rate return like EPS.

The effects of ROE on the abnormal return. The research shows that ROE does not affect
the abnormal return. This finding is in contrast with that of Kastutisari and Dewi (2012). In
their research, ROE affected the abnormal return. Many investors might consider ROE as
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the ability of the company to earn profit from the investment, and do not illustrate and
predict the future prospect and development of the company. Thus, many investors neglect
ROE during their investment decision making.

Conclusion and the limitation of the research
Several inferences can be obtained from this research: Big 4 to Big 4 (B4B4) lateral auditor
switching, CU auditor switching and CD auditor switching, and other control variables such
as company size (LnTA) and return in equity (ROE) simultaneously affect the abnormal
return as the dependent variable; and, partially, CU auditor switching affects the abnormal
return, while Big 4 to Big 4 (B4B4) lateral, CD auditor switchings, company size (LnTA) and
ROE do not affect the abnormal return.

There are some limitations during the research: the indicator used to measure auditor
switching is limited solely to the switch of the accounting firm and not to the public
accountant, due to limited access to the related data; referring to the previous research, the
auditor switching was measured through the auditor report found in the company’s
financial report as well as through the switch announcement published by the company in
Indonesia Stock Exchange, while this research used only auditor report, considering that
not all companies that switched their accounting firms announced their switches on
Indonesia Stock Exchange.
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