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<Table 1> FEo| Bx
Panel A, T2 =523 By
Year 2005 2006 2007 2008 Total
Firms 817 856 918 951 3,042
Unions 337 344 356 372 1,409
Associated 319 326 337 348 1,330
KCTU
(The Korean Confederation of Trade Unions) 1 63 6 68 258
Council 78 84 87 86 335
9714 Fimse A= AxYG W AA 79FE vIst Uniond =FxF o] EAlshe 71% ojmjgttt. Associatede 71
A W =F5xge] A4 w(Uniono] 18 3$), 1 i%i o] &Alo) Y A &, d=FEENEEEPFAY) T UF
vE(AFNECERGEAY) Y 1S AL Julath KCTUE 71?3 Y = }_?{}0] Zﬂo]-jl Y ==x30] g 743
on FA0) &g @Al7F WFeE] A$ES gudith Councile] 4% 719 W =5%Fo] EAsA dou A HEr AxE
A$E ofmsith
Panel B. £29] Aj¥ 23X
T e W 5-2(%)
AZE AxY 179 5.05
S8 A% 32 0.90
2l A2 4 0.1
ARAE A 41'11%]94 64 1.81
oE oBAAAY 2 BIAE AZY 77 217
74, 7h) 2 A Az 20 0.56
A g URAF A=Y, 7HEA 9 12 0.34
B Fo] 9 FolAF A=Y 115 3.25
A 2 71E0A EAY 4 0.1
232, gk 2 AHAAF AxS 17 0.48
sEEd 2 SAE AES ok A9 330 9.32
7§ Bd 9 ookE AxY 257 7.26
IFAE 9 FegAF AZRY 112 3.16
HF4% FEAF AZY 117 3.30
123 24 Az 275 7.76
TFEEAE AZRY 714 2 7 A9 115 325
AARE, AFH, 98, &% 2 S0 Az 826 23.32
95, 7§%‘, ZE717) 2 AA Az 117 3.30
7174w AzY 179 5.05
71e}b 714 & A8 AxY 380 10.73
AsA 2 EY Ly Az 234 6.61
7€t 544 AZY 36 1.02
7V AZEY 32 0.90
71e} AF AEY 8 0.23
7 3,542 100
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o)A (AMHH AN, discretionary accruals
= DA)2 Dechow et al(199%5)o]4 A A
Jones(191) =& HE3  Modified Jones =

o
qe Agstel Fgadth TARoR AH B

ACCt = NIt *OCFt (1)

o714, ACC, = &A A,
NL = B71z0l <
OCF, = dggd=o 2 23l dF5E,
Jones(191)= A ¥ Fodo] &
sto] At RS 7HE 5 dga BHu 9y
NS HAFH A A FH dAgdoT FH
3o, o] F AFH WAL HYzte o]gzH
o2 By . AYPATE e} B AFqME
Modified Jones E¥S d=d Az W I
W EXog HAHH ddo JYxE A}
=]

)}
g AA WA Rstel AFH B

ACCYTA- = ap + Bi(1/TAL)
+ BoAAREV; - AREC)/TA:
+ B3PPEt/TAL + & (2)

A7A, TAc1 = T4
AREV, = W&, - vWj&d,
AREC, = WiEAd, - WEHdn
PPE: = 77M3Aak (RIARIREAS 14
A2 A9
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% 179 FANCR Ui
olfE RS Zo7] 9 Aolh 4 (©)

2 wss get

NDACC/TA = a9 + Bi(1/TA-)
+ B(AREV, - AREC)/TA1

+ BPPEY/TA: 3
AZA BARDAE AA FRAAE ABAE
FAROE e gold DA ANT LYY

Al A 2 ds FAIe R tie (INDACC)

& A7 Aol

33 9i42%: EsZaint 0[ZxH

& A7e =52 o|dxAHe] #AE A
sh= Ao 2 FEHOIT olF flstd tgd 2
& A

ABDA,; (DA) = ay + B;Union(Council; or
Associated: or KCTUy)
+ BoBIG: + BsLog MV,
+ B4,OCF_Assets; + BsLev,
+ BeROA: + BMBR; + BXYear
+ BXIndustry + & 4)

714, ABDA = AFA2 e} Arjgh,

DA; = AZH %ASQHIL
Union, = =&£% EAAF(=szdo] 3
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Councily = =AMIYS E2A AR (=F5xFo
A, FARIEE) Sl A1, 2 9 0),
O%Pr

Associated; = i%z&t?}e] D‘rx]ﬂol

Log MV, = In(A]7}&98),

OCF_Assets; = %‘ﬁ%%ii A% AFE
o/ FAN,

Lev; = 84, / FA4H Uty

ROA; = B710]9 / FA M,

MBR, = AZVES, / AR AR,

Year = 4=" G|,

Industry = AP CRI(EFAER, S8/,

ot

& = ;ﬂ'i}

HA] AYHF 52T =52 EA4,
AR QE] ] EA, w5 o] wAo] 719le A
F(FTEF Be UFEF), 25Xl UFeF
o 7193t A¢2 72 dAEE FEIY £ =
280 gAY R s NFEEE Jhdeiel £
etk 2FEES A6 wEW 1997
WRE 200497k =F23e 39 FoA WF
=Fd 719¥ =% °

Uehg 7hs40] &k o] AR 98 mFe
F 1Yo Rs TR

ofn] dHIWUE =FTET] o]dxAd vA=

12
1ot
S
b
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o
i
2 oft

gk A dANY Adigrs 29 A 2w
Ae wE Agag. 22T B2 FANEY
E SASE okl 7199 ) s
FU U Ig0E e 2AKE o Bgrh

Petersen(2009)¢] wz2w d&"H 779 I

@ ‘:‘/H/] 00’ EO]E]. 7]0—]/] E/Ho] J_H\ji b
gt F4€ gl LAt AT ThsAel Uk
g & d7= OLS7t obd ddans FAl

2
st 4 = Cluster Regressiong ©]&3le HA
o}

34 ExES

A wydo] NE 7|9 £A4% A= 27

A7) st 7Y RS FAjRlE A%
s S gF RIY A EHE F
A7l skl @ ARG TrlE E3eh
7199 #E@Log MV)= A AR FA
o) AGAlE 7L AR Wol 9L & 3
AErdel B4 BA) Slatd T
(Kim and Bae, 2006). DeAngelo(1981)°]
g2y oy BARIE SYAe) sl Adez

b

A rlr 4 N 03‘_, rulm

=2 MRS A, old weEt I
o AHFH Ao JgFL wH F orz gy
A AEBIHE 2o TEe9tt. DeFond
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(1998)9] 7ol wa2d dAgsgo] AFH A
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02 UiE F(OCF_Assets)e FFATH” H (DA_Jones)e EF =52Fe  Z7) 3 (Union),
ArELev)o]l 2 719E FAAGRAS S (Associated), =F%g¢]
& 7hs/g0] 7] W o9& o A
Aol A vehd 7hsAol YthDeFond and S} S
Jiambalvo, 1993). wgbd HEAulg&e] %5 T 3 Q) ol B Ay Y RS 2te
4
z

5
of
PN
ot
o
5 -Yl
N
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2
T

F AR (=Tx2FEY NFEF 7FYoR, KCTU)

AP stel AFRY] FAES T
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e
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i
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offt
PN
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N
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fr 2

e
E
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e
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>
o Forlr B

7199 #9497 4449s Yehdle g A& o
X]-”FO]E}. Dechow et al(199%, 199%)& 719 A 43 (Council)d] &A1& @
o] g3et AFA dAdo] FAHo] IS A ANFA wAYN folet ko A
1

A9193e Eae 287 oldzge w9l

p 2

a, 1S} BBl EerE oldxAY ilE

ES /FsAel deng Tt £o8% I3 #E Rolw gk
F7hHlEE AFEY] 2o,

35 7= IV, Al=Zin}

—

<Table 2>= Z W9 71&5AF 3

& v

Ao B4 T3E 719-dsY AFH w4 Y 41 T2 2ol S Ri2kN ehMoiol Mifgts

(DA Jones)®] TS 0006401H  FUgHe 00041 ALZSt CiHZF EAM2n}

olty, st AHFH A A(DA_Jones)2 @EH%AL

Yoy Sdzre ZzF 011449 0.07400] Tk <Tab1e 4>9] Panel A= A F2 LAAo] H-&k
Z1 AdE AP J|Fo 2 23 A =FF l:ﬂ—/\(}j . Panel BE A %7 wAdo AYzhes &9

H(DA_Perf)e]  H2 0014509, Ajgs  F2 st A E49 23S Yehha o
0.106701c. 432 ydehlfie Wl ROAE % Panel A9 EdIo)A egxde] AFs -0.0189

o] 0.0086, 28)a FYE-e 0.0329¢]t} olf ol 1% FFdA FYstth ol =5xF

<Table 3>& & AFAM AMEH HFE 719 o] EAshe 7Ige EAIstA ¥v 71l Hlg| o]

Sole ARwAE ANIGY AZH BAY o8 wRE 298 o A5 Acke A8 )

10) DeFond and Subramanyam(l998)i} Becker et al(1998)¢] AFtdME HJUAFZES wWEdoz e e AMEsn 9o

U, £ ddrMe tE SAWSde] B3-S FA] Astd PRI ES VIRFANCE e ghs ol &sigith &, A
°5 %‘g EH o2 the ghs o] 83AS WE Ade FARH YERTh

11 -‘E— o AME WEE d2Y 1% oM YA o) (winsorizing) ERATE o]Fol AAE AZFEANd AREE TE W4 LI o

19 S 94l B a4 ol s,
12) L—_ Z%L.J EA 2 A o figt dANSE v M2 i% FHHAE BRItk Ee AA tE IATHANE tF
F44 BA itk mebd A3 BHOVE S084E 47 ¥ :

_V‘i
—-—4
)
e
1%
tlo
>
>
_0|L
boed
s
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<Table 2> F£Q Wi

o 7|z SAE

(EE2 7 = 35421 7|2/¥D)

A % FFUz 25% A 75%
Union 0.3978 0.489% 0 0 1
Council 0.0946 0.2927 0 0 0
Associated 0.3755 0.4843 0 0 1
KCTU 0.0728 0.2599 0 0 0
DA_Jones 0.0054 0.1672 -0.0721 -0.0041 0.0761
DA_Perf 0.0145 0.1542 -0.0684 0 00738
AB DA_Jones 0.1144 01221 0.0326 0.0740 0.1465
AB_DA_Perf 0.1067 0.1123 0.0302 0.0709 0.1386
BIG 0.5195 0.4997 0 1 1
NI (#ek2) 28,561 309,831 -338 2,588 8004
OCF (¥%h4d) 50,900 489,138 =709 3,319 11,038
Sales (HTH) 017,83 3,002,468 36,654 78,646 189,282
OCF_Assets 0.0491 0.1236 -0.0121 0.0487 01120
Asset_price (H7H) 424,596 3,344,287 23,506 45,001 102,109
Log MV 241924 1.3609 23.8805 24.5300 253493
TA (7<) 532,613 2,913,052 45,943 81,890 182,919
Debt (#%H41) 237,869 1,135,526 14,814 33,067 78930
REC (#7h)) 60,053 226,259 6,718 15,067 34,610
PPE (#7+e) 200,380 1,240,161 10,894 23415 62,379
Land (¥%H4d) 43912 173,679 2,703 7376 20,868
Const (H7+<1) 19,825 171,634 0 238 2,503
Lev 0.4152 0.1955 0.2597 0.4168 0.5577
ROA 0.0086 0.1386 -0.0053 0.0329 00745
MBR 0.7373 0.6309 0.3278 0.5522 09178

o}7]9A Union =¥&%e] EAskE 719S onlgith Councild] 2% 719 Wl =%x3o] EA8HA] ot =Ars)7L 44

H A$E ougit) Associatede 719 W =530l 2418 w(Uniono] 191 A$), I =52
FrFEEERTEAY) Ee UFeFAFUTee2TFAD) Hee ES-
Asta, sid =sxgo] Al sidglon FAd i @At A 74
ol &3t AFA LAHAS onditt DA PerftE Performance matched &S o]83 A%d w4gAS 9usith. AB DA_Jones
DA_Jonesgke] Atjzke]i AB_DA_Perf= DA Perf] Athgtolth. BIG] A%

€ 0otk NI= 313 7199 B7Iseld(&)ely OCFe 94
FPHEFEES 7IZ2FANCE i gholth Asset_price= #B7IGY AI7FEN, Log MVE Al7EERY] AAZ1 oW TA
ZA FEIMA, Debte FFAE oJvigitt. RECe 37199 W&, PPEx 34}, Lande EXA|, Conste A4F
AE gt} Leve RARIEEA FRAE T FRIIAE vse goln, ROAT FARIFAER2A 7ol (E4)S
Z FAN AFNAZ UE ghelth MBRE 73571 HIE2A 37199 A7EdS S AR Y ol

N9 e [ or
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<Table 3> F£ i~ 71 m[0f& AR (B2 T = 354271 7|2/iD)
DA_Jones Union Council Associated KCTU BIG Log TA Log MV OCF_Sales Lev ROA
Uni -(.1236%xx
o (<0000)
Council 0.0306+ 0,262
(0.029%) (<.0001)
Associated 011625 (0.9p41 % ~0.2006%
(<.0001) (<.0001) (<.0001)
KCTU -0.0666%* 0.344Gssx -0.0900%xx 0.361 5%
(<.0001) (<.0001) (<.0001) (<.0001)
BIG ~(0.1059sx (1629 -0.0058 (1503 011 et
(<.0001) (<.0001) (0.781) (<.0001) (<,0001)
Log TA ~0.2373x (04511 ~0.0740sx (0441 s 0.2090sx (.30
& (<.0001) (<.0001) (<.0001) (<.0001) (<,0001) (<.0001)
Log MV ~0.16728% (.29 —0.0479x (.283 s 0,203 (. 2843 (.83 s
& (<.0001) (<.0001) (0.0043) (<.0001) (<,0001) (<.0001) (<.0001)
OCF Asseis 0,304k 0.0140s 0,030 0.0083 0.0177 0.062 T 01067 (01841
- (<.0001) (04057) 0,018 (0.6209) (0.2930) (0.0017) (<.0001) (<.0001)
Lev 0,139 (1249 -0.0303+ (108G 0,116 00139 016273 00667 | .21 6%
(<.0001) (<.0001) (0.0719) (<.0001) (<,0001) (0.4067) (<.0001) (<.0001) (<.0001)
ROA (0451 T 0,083 0.0336% (.08 0.01% (0303 (1782 (.23 25 (.48 s ~0.315] %
(<.0001) (<.0001) (0.0457) (<.0001) (0.2459) (0.035) (<.0001) (<.0001) (<.0001) (<.0001)
\ER 0.0643 (0,198 00214 020745 | 0,006k 00147 ~().1602:8% (.3403x (.122] s 02809 | 0.0620+
(0.0001) (<.0001) (0.2031) (<.0001) (0.0008) (0.3828) (<.0001) (<.0001) (<.0001) (<.0001) (0.0020)

o714 Union2 =5xFo] St 719S Jujdteszgo] & W 1, 2 9 0). Associatede 719 W =5F3o] EAE w(Uniono] 131 73-%),
I xExFe] g 719 A9 & daxd: e UFEFe] /193 A5 ouigdtieAd sisle A% 1, 1 9 0). KCTU= 719 W =%Z§ o] &
sk, dF =eE§o] wAl siglgen FAld T wAr UE=FEed S udtiRFEEF] Hdd A% 1, 2 9 0). Council®] F$ 719 W
Xl EAEA oy AR AXE ASE ugitiiesx ol §la =AY de A 1L, 9 0). DA_Jonest Modified Jones %%
o] &3 AFH wANS ofnjgit) BIGY A% T 7199 #AKIe] tiE AU o 1o]x 1 9% 00tk Log_TASH Log MVE 7I97HES Uehle
F2A 47F FA ARG A7REAY AR(Z grolth OCF Salest YATVFEES 7|2FANCE Ui Folth Leve FAHIEEA FRAS FA
AEANE Y #old, ROAE FAMIFIEEN G7|eo]d(&)E 712 A ARIIXNE Y #olth MBRE F71-34871 vi&EA 37149 Al

Feole A4 GRHI2 He glolth sen, =, v 42 19, 5%, 10% $2914 %9182 vehack

Al

=

rx R o |

N
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of 7HIg Bete ARgst] £

E 001832 o7
Argefsle} A

3
J5e wEage gAY

£ 7ML Sle 7190l M =AFE Q37 o]l

L*}fg«lﬁl

A%E §9I51 o} A o]z §
I GFE 1A GE A0 5 9

wgzge] Wedd AR AW oloed
A 9G¥ FEAE AR G BBIAE
wEEFY WFEE I WSS BY) X7

n2le 93-S yeldch 2d2oA ALY g 9 st AgE FANAY =523y vF=F 7t
<Table 4> ‘=S75ln} RY2FX drAioln} i
[Panel A. Signed Jones’ DA]
Signed Jones” DA: = ap + BiUnion«(Council; or Associated: or KCTUy) + BBIG: + BsLog MV
+ B4OCF_Assets, + BsLevy + BROA; + BMBR; + BXYear + BXIndustry + g
Variables A AFHET Model 1 Model 2 Model 3 Model 4
Itercent ) 08258+ 08705+ 080835 08772055
ereep (14.39) (15.74) (14.41) (1567)
Union ) 70((7)}185973“
Council =) (210(1)3())
Associated ) 70(9}183?#
ot o o
BIG “) -0.0034 -0.0045 -0.0035 -0.0045
(-0.84) (-1.12) (-0.87) (-1.12)
] 0,034 ~0.0366%++ 0034 0,068+
Log MV ) (-1543) (-16.55) (~15.40) (-1650)
] 0,857 1k ~0.857 e 08576 0,857 14
OCE_Assets ) (-30.35) (-30.34) (-30.35) (-30.39)
2 0.0115 0.0086 0.0104 0.0081
Lev /) (088) (0.66) 0.79) 0.62)
0.9785%++ 0.9783%x 0.9783%x 09791 x5
ROA ™ (42.36) (42.34) (42.38) (42.44)
0,055+ 005005+ 0055455+ 005925+
MBR ) (11.14) (12.00) (11.03) (12.01)
A ezt =4
A% FI} A
R 63.10% 62.90% 63.08% 62.89%
TR 3542 3542 3542 3542
HHSAL oA Mz 20114 122 1561



<Table 4> =SZEHt A2 Lot 21 (A1)

[Panel B. Absolute Jones’ DA]

Absolute Jones” DA, = ap + B1Union(Council; or Associated; or KCTUy) + BBIG; + BsLog MV,
+ B4OCF_Assets; + BsLevi + BROA; + BMBR; + B> Year + BXIndustry + &
Variables A AFHT Model 1 Model 2 Model 3 Model 4
Intercent (+/) 0.2687xx (0.3223%xx 0.2816%xx 0.3105%xx
P (6.39) (7.79) (6.69) (7.20)
. i 0,020+
Union ) (-487)
. 0.0040
Council =) (056)
. i 00174+
Associated ) (-3.89)
-0.0114
KCTU =) (-1.60)
BIG “) -0.0063 -0.0076% -0.0067 -0.0072
(-1.44) (-1.72) (-151) (-1.64)
0,008 0,008 00064 ~0.0080+
Log MV ©) (-3.30) (-494) (-363) (-450)
B -0.0419 -0.0422 -0.0424 -0.0418
OCE_Assets ) (-132) (-132) (-1.33) (-131)
Lev (+/) 0.0215% 0.0181 0.0198 0.0194
(1.77) (1.48) (1.63) (1.58)
0218w 0218w 0218w 02184k
ROA *) (-8.16) (-8.13) (-8.15) (-8.13)
0.0458 0,049+ 0,045+ 0,049+
MBR *) (831) 9.17) (8.36) 9.06)
Akl g 9 =4
A% 57} A
R 25.72% 25.19% 25.51% 25.23%
RS 3542 3542 3542 3542
714 Union& =%%3to] &) }% 7195 omEthsxgol S W 1, I 9 0). Associateds 719 W =5%gto] &)
& oj(Union®] 18] 7%, 2 =5F3 o] wald 714 3¢ TE FE UFEkEd 1Y9E 39S JuigdtigAd 719
741,39 0) KCTUE 71%} W wEzie] 245y, Y wE2To] DAl AAdom A AY Al NFeE
A Aes oujdti(RlFEge] /AIe 49 1, 29 0). Councild] B¢ 719 W =FxFo] EAetA oy =AA37} A
A" ALE gusttiegzdo] gu =AYL37 9= AL 1, 1 9] 0.). DA_JonesE Modified Jones 2&& o] &3+ gk
A BANS o)t AB_DA_Jones™ DAJones-J Z;;]EH%}E 4“]3}‘3} BIGY 7% 3ld 7149 7ARle] EH 7-@“]‘3‘3 o 1
ol 1 9= 0°]th. Log MVE 7IHTFEE Yehls WEEA A7lEdy X}Oﬂiz gholth. OCF_Assets& 9YdFEES 7]
ZFAe g e ol Leve ZHngiH FEAE FA AF/NE Y golv, ROAE FAREIEEAN 7|50
EA)E 712 FA FRIAE e gholdh MBR 7} ZR7} leri/‘i 7199 AZIEA S FA ARIAE Y %
ojty, BHY] e T e AuBhuh s s xE Zb2h 1%, 5%, 10% oA 93-S L)
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AR W AFE 00038E frolatA] Zol Wl
FiF AR E o]dxAd FFgS AA F=
AoZ Yehdth 52w T UFeFo] 4
gaez 34 AFS 2te Aoz 4HA
A= EFata, 719 W =52 dAVS o
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4 dAA ) AYgS FEHTE ARSI =5
29 o]zAd tgt S AR Aot
o9l He FTLHHUTE AMSS F4d
A w5z AFe 0020024 1% 3
A sttt ole =X EAF o]9s Eo
T 24 B8 oS YFre AR A 3
gro] vk aAFH A3t AAAAATH Y oﬂl
23 gdol itk =AMEE Y EAle Adigk
S TENUFE AESHEE o8] frojskA] Pt
EEEEY] EAVY SR dig A 00174
ZA 1% FEAA Fositth v R =z
o WFxeF 7t dig AgE -0.01142A
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oAl @A U

ol =%5%3%te] EA7F Panel Aol Yehjz
Aol 0|9 sl o} o9 9] Ak
T IAske EH7} ke AL gmjsith & 4
718 Afe w52 EALE o]z o] Wk
A AR ooz AAE FASe &%
£ 2 s BoFErh oker B A7 Ay
v =%%%o] Jensen and Meckling(1976)0]
Audta e U= 7199 Fag A A
7} 2 F dSE AAReTH

421 AZH RS 7199 A= 72T A5

<Table 5>9] Panel A%} B 7199 437} A
Aol Ayl vHl5)] L3 AL 18R B AL
g FRsel AYH Y} L F2F &xﬂoﬁ—?—
99l BAZ LA, AT 49 ) BE 7
o B +o8 FAFE 1F0E, Y 71
FAY FolEo] 2AY AW At FL& 1
2, 24 Xepd A7t B 50 T2
o 714 At #oW AdAe des Hag
3t7] sl oS StFEAY Flo] At o=
A AN dFHLs B 71T AP AT
7P dAg. ey 7149 Ak U A
de duHasts Hste] FIA7tE ole o+
g flo] dulFez vl Bartov et al.(200
o Agtell w=w AA] o]ejo] AFEATE o]
A G| AEA oo S| wEstd
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lo 1o

ol 2

N o

e
=~
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29 FAzASBO ehbl Huz, s
250l9)¢ Baap] aisk oo g 4929 7
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Aol =k

<Table 5>2] Panel A= 7199 A%7} A%<
Aol Hls] -9 aFel Ao AFH LAY
E52E EAoRe] BAE AN =FxF
EZAQARY AFE 0025284 1% FEAA
itk w3 w=FEFe WA oRe Afe

0RACRA 1% FFAH FISHA e
Panel BE 71999 457k A4l Aol Hlg) o
W AFE B wF2Ge EAeIRo
Ag ANB ol wEEg EAere AS

S00082A 10% FEolM fFofsith =%
el AV e AFE 000901 o

e e ao

PN

ofr
-

<Teble 5> 7| MIIE TR SZEDt AHZA LAMHO| 2

[Panel A. Jones’ DA on good ROA (ROA-median ROA>0)]
Jones” DA: = ap + BiUniond(Council: or Associated: or KCTUy) + BBIG: + BsLog MV
+ B4OCF_Assets: + BsLeve + BsROA: + B:MBR: + B2 Year + BXIndustry + e

Variables of AES Model 1 Model 2 Model 3 Model 4
Intercent /) 0.92565 0.9788 s 0,928 0.9935 s
D (12.33) 12.77) (12.28) (13.10)
. 0,025
Union ) (-462)
. 0.0071
Council (-) (0.74)
. . 0,024
Associated ) (-4.43)
. 0.0100
KCTU ) %)
BIG O -0.0006 -0.0018 ~0.0009 -0.0017
(-0.10) (-0.32) (-0.15) (-0.29)
] ~0.0359x ~0,039055 ~0.0360%5 ~0.0396
Log MV e (-12.05) (-13.04) (-12.00) (-13.37)
] ~0.9103 ~0.9114w0 ~0.9113% 091120
OCF_Assets e (-29.03) (-28.85) (-29.09) (-28.89)
] 0.0457+ 0.0428+ 0.0443++ 0.0424x
Lev (/) ©2.33) (2.16) (2.95) 2.13)
1,301 7 1.3050 w5 1.3050 w5 1,308
ROA ™ (16.04) (16.05) (1611) (16.06)
0,045 0.0487 5 0,042 0,049 s
MBR ™ 6:82) (7.44) (6.69) (7.55)
Fle Relus =4
Az g EA4
R 58.30% 57.93% 58.28% 57.93%
TR 1772 1772 1772 1772
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<Table 5> 7| MOIE 7Est =

[Panel B. Jones’ DA on bad ROA (ROA-median ROA<0)]

Jones’” DA; = ayp + B1Union(Council; or Associated; or KCTU,) +

BT iR 2ole] 2 ()
BBIG: + B:Log MV,

+ B4OCF_Assets; + BsLeve + BsROA; + BMBR; + B> Year + BXIndustry + &
Variables A FHET Model 1 Model 2 Model 3 Model 4
terecn o 0.7672¢x 0.7880% 0,768+ 0,795+
P (9.89) (10.39) (9.85) (10.12)
. i ~0.0098+
Union ) (-1.67)
. i 0.0063
Council () 072)
. i 00095
Associated ) 157)
i 0.0050
KCTU () (0.45)
BIG “) -0.0048 -0.004 -0.0048 -0.0056
(-0.8%) (-0.99) (-0.38) (-1.03)
0,032+ 00338+ ~0.0329% 0,031
Log MV ©) (-10.13) (-10.70) (-10.07) (-10.47)
084605+ 03468 0 34rr 0847w
OCE_Assets ) (-17.92) (-1797) (-1791) (~18.05)
Lev (+/) 0.0033 0.0020 0.0028 0.0013
(0.18) (0.10) 0.15) 0.07)
0.902 e 0.901 L 0.9021 x5 0.901 L
ROA *) (32.37) (32.43) (32.38) (32.26)
0.0522¢5+ 0,053+ 00521 %+ 0,040+
MBR ) (659) 6.92) 651) (699
e E7
A% 57} A
: 65.75% 65.70% 65.74% 65.70%
RS 1770 1770 1770 1770
4714 Uniong =5x o] EA }% 719S st (=gl d& W 1, 1 9 0). Associatede 714 W =F2Fo] EA
% Aol 19 49), 2 SEEY WA Y AF 3 GG EC Begd AR AL RS T
& A% 1, 2 9 0). KCTUE 7 %} u ‘f—%i?’“’] EASa, Y mExgol DA JtgFen FAld g dA NF=F
A AFE Ar|PTAFeE A AS L 2 A 0). Councl®) A% 719 ) =FETel ZANA Bok AU} 4
A9 AFE uisittiesEe] 9 =AIESE dle BF 1, 2 ¢ 0). DA _Jonest Modified Jones E3-E& o83 A%

4 AR oAvIa Good ROAS Bad ROAS] 4 931 ) ROA) $91°% 750 sl 43 1] ROAS et o
71999 ROAZF ZAY 2& 7499 Ae A92 TR BIGY 4% 83 7199 ZAKIe] B gAY o) lo]x 1 9
0°lth. Log MVE 719708 el weed A7kdsl Aez ol OCF Asets® JYATEEEL AN2FHI0
G gholth Levi RANIERA FRAE A4 AR U gold, ROAE FANSE2A B7)0lo(E4)2 7]
% 00 R e ghelth NBRE £ A ] Ale) AP E AN e e ol

o ghe T QS SJU Gk, e, v, +i= 242} 1%, 5%, 10% S0l F918 vrebdck

HU fr °¥‘~
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<Table 6>9] Panel Ax 7199 437t A%
/H_‘,].o]] u]o]] K3t o‘l“/] xﬂakx% l:ﬂ—/\(})]oﬂ x‘j_q]n
I =F5E2d EAFete] Al z
AR AFe -00012M 1% FFAM H

=X &

ofsit}y. Eek =FxY WAVY AR AFe
-0.0150.24 5% FFolA sttt Panel B
= 7199 A7 A1) Al Hg) v 7
A AN AgH mEx2de] EA o5
At Aog AAgt o] FAAME =5xY
EA ARG mFxFY EATIS] 479 Age 4
Z+ 00161, -001302.2A4 EF 1% FFdA
atet. BAZA 7199 A7t Al wlel ¢
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N O ofr o

1

O

(e}
T

Ad= 7
AR AA B d=3 dA@AA o] Ytk E3] 7|A
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(2005)¢] performance matched 23S o] &3} <Table 7>¢] Panel A A3z wagalo] sk
of BAS AN Avs AE B S Panel BY A AFE 2o Ay o
A e o]z e ARESt &S AN Ao &% 4 ARE AT HAA E F R0l
2 sYsith szl tet MeEn AT G

<Table 6> 7| HIIE FE6t =SZE} A2E L4 HoiZintol 2

[Panel A. Absolute Jones’ DA on good ROA (ROA-median ROA>0)]
Absolute Jones’ DA = ap + B1Union(Council; or Associated; or KCTUy) + B-BIG; + BsLog MV,
+ B4OCF_Assetsy + BsLevy + BROA; + B:MBR; + B2 Year + BXIndustry + g

Variables of AR5 Model 1 Model 2 Model 3 Model 4
) 03681+ 0413455+ 038025 0421 s
Intercept /) 6.15) 6.82) (6.30) 661)
. ] ~0.0201 5%
Union ) (-3.46)
. i ~0.0009
Council ) (0.09)
. i ~0.0150++
Associated ) (-2.55)
00072
KCTU o (068)
BIC O ~0.0074 ~0.0082 ~0.0077 ~0.0082
(-1.29) (-145) (-1.36) (-1.45)
~0.0115% ~0.014] 001225 ~0.01Adsesx
Log MV e (-481) (-596) (-5.06) (-5.79)
~0.28095+ 02813 028175+ ~0.281 6
OCF_Assets e (6:88) (C685) (6.89) (6.56)
Loy o 01009+ 00085+ 00095+ 0.0083++
(550) 531) (5.39) (5.29)
06637+ 06667+ 06664+ 06688+
ROA ™ (7.74) (7.76) (7.77) (7.79)
00405+ 00439+ 0,041 25 00443 5%
MBR *) 573 6.26) (577) (6.29)
Fle Relus =4
AT a7} A
R’ 28.26% 27.82% 28.06% 27.84%
g 1772 1772 1772 1772

14) oI5 e ®A A7 AFH TAAE =29 5, o A W BE 7199 TR £AdE F95 V1Y AR A
Azrete] 20t
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<Table 6> 7| SRtE 26t LSZoint A2E L4 Hoigintel 2 ()

[Panel B. Absolute Jones’” DA on bad ROA (ROA-median ROA<O0)]
Absolute Jones’ DA; = ap + BiUnioni(Council: or Associated: or KCTUy) + BoBIG: + BsLog MV
+ B4OCF_Assetst + BsLevi + BsROA; + BMBR; + B2 Year + BXIndustry + &

Variables of AR5 Model 1 Model 2 Model 3 Model 4
tercent /) 0.1197+ 0.15455 0.1276x 0.1415 %5
D (2.28) (3.00) (2.43) (2.64)
. ~0.01615%
Union ) (-3.16)
. ) 0.0050
Council ) 054)
. ) ~0.0130%x
Associated =) (-2.59)
] -0.0106
KCTU ) 139
BIG O -0.0028 -0.0037 -0.0029 -0.0031
(-051) (-0.69) (-054) (-05%)
] ~0.0001 -0.0018 ~0.0005 -0.0013
Log MV ) (-0.04) (-081) (-0.20) (~0.57)
] 0.0804% 0.0791% 0.0796+ 0.0799+
OCF_Assets ) (173) (1.69) (171) (1.70)
Lev /) -0.0021 ~0.0043 ~0.0032 -0.0025
(~0.14) (-0.27) (-0.20) (-0.16)
~0.43645 ~0.4383 ~0.4372s5% ~0.43 75
ROA *) (-1652) (-1661) (-1654) (-1655)
0.0189++x 0,021 0.0193 s 0,021 75
MBR *) 271) (3.13) ©272) (3.12)
F e Relus =4
ox &3} =)
R 40.89% 40.63% 40.79% 40.66%
TES 1770 1770 1770 1770

9714 Uniong& =x3te] EA3te 7I9E AddC=gzol U& W 1, 7 9 0). Associated= 719 W =FET] 24
& g(Uniono] 191 A-9), 2 =Fxe] A 714 3¢ &, dakF £ UFeF 719d 495 gudek@Ael 714
SP A% 1,29 0) KCTU= 719 W ‘f—%i gol EAetaL, g ‘f—%i% o] TAol 7FYgPom FAel G DAL WNFF
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A le oln] &t AB_DA_JonesE DA_Jones®] @tﬂ%,h 4u]6PE} Good ROA%} Bad ROAE’J 7% 2 W ROAY F
—g— FOE 3to] A U ROAY 4R 3T 7199 ROAZE AAY 2& A9 A A2 TR BIGY 25
A% 1l 2Aelol cﬂa ZAIY o 10l 2 9 o]tk Log MVE 7|Q7RE b}EhH% FEM A7MEYS] Adza g
oftt. OCF_Assets® JPVFEES 712FA0E the golth Leve FAMISEN FHAE T4 AL e o)
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<Table 7> F7/2M (Performance matched DA)

[Panel A. Signed performance matched DA]
Signed performance matched DA
= ag + BiUnion{Council; or Associated; or KCTUy + B:BIG; + BsLog_MV;
+ B4OCF_Assets; + BsLev, + BROA; + BMBR; + BXYear + BXIndustry + &

Variables of AR5 Model 1 Model 2 Model 3 Model 4
Intercent /) 0.861 5+ 0.90725 0.8639+x 0.9174sx
D (14.63) (15.89) (1462) (15.84)
. ] 0,019
Union =) (-4.66)
. ] 0.0099
Council (-) (130)
. ] ~0.0192s55
Associated () (-453)
] 0.0064
KCTU ) 07
B O -0.0036 ~0.0047 ~0.0037 -0,0048
(-0.84) (-1.11) (-0.86) (-1.13)
] ~0.0349s ~0.0371 % ~0.03505 003755
Log MV e (-14.94) (-16.00) (-14.8%) (-1596)
] 0,847 1 ~0. 8478w ~0.8476 ~0.847 1
OCF_Assets e (-30.64) (-30.65) (-30.64) (-30.70)
] 0.0187 0.0158 0.0176 0.0150
Lev (/) (137) (115) (1.29) (1.09)
0,642 0.6423 ¢ 0,642 0,643
ROA *) (26.17) (26.16) (96.18) (96.30)
0,054 s 0,057 7 0,053+ 0.0579s
MBR *) (10.15) (1097) (10.07) (11.02)
Fle Relus =4
AT ET} A
R’ 53.62% 53.39% 53.61% 53.37%
EES 3542 3542 3542 3542
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<Table 7>

[Panel B. Absolute performance matched DA]
Absolute performance matched DA

= ap + B1Union:(Council or Associated: or KCTUy) +

+ BsLog_MVi

ZIMEAM (Performance matched DA) (A1)

+ B4OCF_Assets: + BsLevi + BROA: + BMBR; + BXYear + BXIndustry + &
Variables of AES Model 1 Model 2 Model 3 Model 4
Itercent /) 0.2673wk+ 03007+ 02795 0.3045%5+
D (6.46) (7.59) 6.72) (7.12)
. =0.0178%x%x*
Union =) (-4.18)
. ) 0.0064
Council ) 0.96)
. ) 0013w
Associated ) (-313)
- ~0.0061
KCTU ) (-0.86)
BIG “) -0.0060 -0.0070%* -0.0063 -0.0068%*
(-1.47) (-1.72) (-154) (-1.67)
_ -0.0063#x -0.0083xx -0.0068:x ~0.0081 555
Log MV ) (-3.63) (-4.99) (-393) (-4.66)
. 01064+ ~0.1060x#+ 01068+ 01064+
OCF_Assets ) (-338) (-338) (-338) (-336)
Lev /) 00306+ 00279+ 00202+ 00286+
2.71) 2.47) (2.58) (251)
-0.0401 -0.0402 -0.0401 -0.0399
ROA *) (-1.64) (-1.64) (-164) (-1.63
00503+ 0053645 00510+ 00534+
MBR *) (9.66) (10.43) (9.70) (10.32)
A ezt =4
A £} =7
R’ 20.34% 19.96% 20.16% 19.95%
RS 3542 3542 3542 3542
571 Tnion® B EGte] EARIE /198 SPIFR0=5270] 9% M 1, 1 31 0). Associaeds 719 ) =EEF9] £
@ ions] 191 39, L SFEGpl B A AF 5 Sk T gl 198 A48 A S
3 A% 1, 2 9 0). KCTUs 7 %} U i%i Sto] EAI8ta, dF ‘f—%i?& | DAl Ztgden FAlo dd DAV NFF
Ql ASE uad(FeFd 714 A% 1, 2 9 0.). Councild] A% 719 W =523 o] EA38IA OLOL} wAL9937) A

AY A4E deeExgel gu =987t 9
22 |k

A

2 9% 0otk Log MVE
Aoz e gholth Leve HAu&RA %
7% FA BRI E JE golth VBRS. %—7} 27t ngi/‘i H719e A7k

Oke] ZEe T ZtS Ym|dhe). wx, s x= 2V 1% 5% 10% 4

1570

71T

A BT 1, 1 9] 0.
IAyols ojugitt. AB DA Perf= DA Perf9 @rﬂaom, BIGS|
= b}EhH% E‘i

Z2AF ARIIAE Uie ol ROAE

oo
1=

FEAN FoIge e,

. DA_Perf= Performance matched
A% 4% 199 BAklel U3
ZA Al7EEde] Adza gho|th OCF_Assets&
EANGAEZA B8
FAL PR e goltk. 25

AYsoAL muoA ®Mes 20114 2@

vag o

=

AL w101

IAHAFEES 7

o] o] /“/Kl)

ZZ:}.



20| ZYRte| o|f=FHof OjXl=

EZEH

< W

o7 B dA3s =%5F%o| Jensen and Meckling

AR 219

o & A o3

EER

x

Aele] A2

Y

o

EEERENE

p
L

At

=
=

29 BHIN B4R

7HHo g 7149

=
-

FATH

9]

Hg A
A%e] Aol )

o
"R
'ZI—

ol

=
3

3

=

=
i

o 2,

AR

[e)

o o
o=

da7} ¢l

o 7199 Aot

il

ol
5

WW
o
N
iy

il

i
o

o
=
Br

E
K
i

X

O

X

Aol 1}

p
L

3}

ARgste] A}

=
=

A

b A

B3

B

il

i
o

o
=
Br

il

Hold

7Mas

p
L

o9 93¢ gFTUE B

A

gl 24 r)9

[¢)

SRS

A

M.

N

Il

WA 7=

z:;l_

2

A7} %

oH
Ny
1o
H

HolAA,

o

sl &

& AN
o] 22

A AABA

3

%+ qdrke

—_

K

o

S
=

SN wEZFE T fol v 1)
REEEEP

3]

—

G

1o

1

A

A= E7dta B 71gA

O
=]

e
ZT:

o

do
w N
il
= O
T
Bo -
T

o
Ei
[~
2N
].lL .
iy

= 3
KR
e 31 iny
ﬂ__lﬂ N O#E
ou T o
Ho o
H H g
TR
B X W
XO !
© B
Mg o
ol B
N ml_m st
N X o
oA _ﬂ o
T4
~ &m vl
A ‘Hﬂ‘_ o}J
ﬂx =

o
op My BT
o°
g 9 o

ToH ol
MmN N

1571

2|
=

T 402 ®65 20114 12

o4

74{045to:
So=



HTES
1% (199, D71 =099 FEHAT, A8

AAB3Z): T11-TR.

FAS (2005), “=T2Fe daaHet n8a =54

H=d, A2BAANZ): 1065-133.

, A7) (2000), ‘=52 Yol 7IHAdTe

e 3o Bt FEHE 4 PaneAE

A" AR AT, A7 5-40.

i (2003), “w=AMEAY] S

ST AT AR HAE ] B

23] dH=E" A3FA.

Ashenfelter, O, and G. Johnson (1969), “Bargaining
theory, industrial
activity”  American  Economic  Review: 35—
49

Baldwin, C. (1983), “Productivity and labor unions:
An application of the

Z
ETE

e E

14
Moo

trade unions and strike

theory of  self-

enforcing  contracts” Journal of Business,
56 (2): 155-1&5.

Bartov, Eli, Dan. and Hayn, Carla. (2002),
“The rewards to meeting or Beating earnings
expectations”  Journal of Accounting Eco-
nomics, 33: 173-204.

C. L, M. L. DeFond, J. Jiambalvo, and
K. R. Subramanyam. (1998), “The effect of
audit quality on eamings management” Con-

(Spring):

Givoly,

Becker,

temporary  Accounting  Research,

1-24.

R. H (1937), “The nature of the firm”

Economica, 4 (16): 386-405.

DeAngelo, L. (1981) “Auditor
balling and disclosure regulation” Journal o
Accounting and Economics, 1. 113-127.

DeAngelo, H  and L. DeAngelo. (1991),

negotiations and corporate policy”

Coase,

independence, low—

“Union

Journal

1572

of Financial Economics, 30: 3-43.

DeAngelo H, L. DeAngelo and D. Skinner. (19%4)
“Accounting choice in troubled companies”
Journal o Accounting and Economics, 17:

113-143.
Dechow, P. M., Sloan R. G. and P. Sweeney.
(199%5), “Detecting earnings management”

The Accounting Review, 70: 193-225.
Dechow, P, R. Sloan and A. Sweeney. (1996), “The
cause and consequences of eamings ma—
nagement: An analysis of firms subject to
SEC”  Contem-
porary Accounting Research, 13: 1-35.
DeFond, M. and J. Jiambalvo. (1993),

related to auditor-client disagreement

enforcement action by the

“Factors

over
income increasing accounting method” Con-
temporary Accounting Research, 9: 415-431.

DeFond, M. and K Subramanyam. (1998), “Auditor
changes and discretionary accruals” Journal
of Accounting and Economics, 25 35-68.

Healy, P. and J. Wahlen. (1999),

earnings

“A review of the
management  literature and  its

implications for standard setting” Accoun-

ting Horizons, 4: 365-383.

Jones, J. J. (1991), “Earnings management during
import  relief investigations” Journal of
Accounting Research, 29: 193-228.

Kim, J. O. and G. S. Bae. (20060 “The Role of
Corporate  Characteristics to  Conservatism”

Korean Accounting Review, 31:69-96.
Kothari, S. P, Leon, A. J. and C. E. Wasley.

(2005), “Performance matched discretionary
accrual measure” Journal of Accounting
and Economics, 39: 163-197.

Liberty, S. and J Zimmerman. (1986), “Labor union

contract negotiations and accounting choice”
The Accounting Review, 61: 692-712.

HHSAL maoA Mz 20114 122



Michael C. Jensen and William H Meckling. (1976),
“Theory of the firm: Managerial behavior,
agency costs and ownership structure” Journal
of Financial Economics, 3. 305-360.

Mora, Araceli. and Sabater, Ana. (2008), “Evidence
of income-decreasing earnings
before  labour
Investigations Economicas, 32 (2): 201-230.

Schipper, K (1989), “Commentary on earnings ma-
nagement”  Accounting Horizon, 3 (December):
91-102.

management

negotiations ~ within ~ firms”

HHSAL oA Mz 20114 122

Mitchell A. DPetersen. (2008), “Estimating Standard
Errors in Finance Panel Data Sets: Com-
paring Approaches” The Review of Financial
Studies, 22: 435-480.

Tracy, J. S. (1992), “Strikes and holdouts in wage
bargaining: Theory and data”
Economic Review, 82: 100-121.

American

1573



The Effect of Labor Unions on Earings Management

Jeong Un Choix - Gil S. Bae

Abstract

We investigate the role of labor unions on earnings management. Jensen and Meckling (1976)
posit that labor unions, which consist of insiders with considerable information about the firm,
can play a significant monitoring role. This is because controlling the agency costs will increase
the long-term profitability, therefore survivability of the firm. Nevertheless, empirical studies
have paid little attention to the potential governance role of labor unions so far. Instead, most
studies that examine the role of labor unions test the prediction that managers are likely to
deflate earnings in the year of the wage renegotiation presumably to lower the amount of
future wage.

In this study, we directly test the conjecture based on the governance role of labor unions as
underscored by Jensen and Meckling (1976). Specifically, we predict that firms with a strong
labor union will successfully discourage extreme earnings management relative to their counterparts.
The lower earnings management is consistent with the interpretation that labor unions play a
valuable governance role in the firm.

The absolute value of discretionary accruals calculated using the modified Jones model is the
basis of our inference following prior studies. In particular, we hypothesize that the presence
of a strong labor union is negatively associated with the absolute value of the discretionary
accruals in the univariate and multivariate regression framework.

Consistent with the prediction, the results reveal that there is a significant negative relationship
between the existence of labor unions and earnings management. More specifically, the existence
of labor unions is negatively associated with the absolute value of discretionary accruals. Taken

together, the results demonstrate that labor unions tend to curb both the income increasing

% Ph. D. Student, Korea University Business School
sk Professor, Korea University Business School
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and decreasing earnings management. When we split the sample into firms with the income
increasing and decreasing accruals and examine them separately, we find a negative association
between the existence of labor unions and discretionary accruals in the income increasing
subsample and a positive association between the existence of labor unions and discretionary
accruals in the income decreasing subsample, indicating that the finding is not driven entirely
by either the firms with income increasing or decreasing accruals. This provides further support
to the prediction about the governance role of labor unions. Futhermore, when the firms with
good ROA and bad ROA are separately examined, we find that the existence of labor unions is
negatively associated with the absolute value of discretionary accruals, consistent with the
finding from the analysis using absolute discretionary accruals. Overall, our finding provides
compelling evidence to the prediction that labor unions provide an important governance role

in reducing the agency costs in the firm.

Key words: Labor union, Earming management, Discretionary accruals, Agency costs
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