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5. Summary and discussion

Our study examines the impact of the economy on auditor risk man-agement strategies, as 
measured by auditor resignations and fees following adverse ICFR opinions. Our analyses 
indicate that the econom-ic environment influences both auditor resignations and fee 
increases following adverse ICFR opinions. We find that when the economy is weak, auditors 
are less likely to resign from clients with adverse ICFR opinions than when the economy is 
strong. Further, for those clients with adverse ICFR opinions from whom the auditor does not 
resign, the fee premium often used to manage risk is lower during times of eco-nomic 
difficulty than otherwise. These results suggest that economic factors influence auditors' 
propensity to accept and price risk appropri-ately. However, for the riskiest of clients, clients 
with adverse ICFR opin-ions from which auditors resign, we do not find evidence indicating 
that the successor auditor is influenced by economic factors when making pricing decisions. 
Our results indicate that, while economic factors im-pact risk tolerance levels for audit firms 
overall, they do not influence risk pricing strategies for the most risky clients.
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