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NXSITE HE A Ly L AF olEH BE:

ANAE ol Baud uf F(0)el Azt mEsto] A
AL 7158 71950 olds FFEF TR o]
9% SAR Husta SlgS JddA-EdEA o
ArE(o]gHlE) BEE Tl At stk =]
S 91(2004)9] A7 FrAREIAE W
FoR A8 P35 AvE A3, B&D(1997)
oAb 23t Ve S Busta itk 59, &
ARt 91(2004)9 A= olfrE TEAM It
W EdE B3b 2 dehd v, A7) iy

giE TXANE 2
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o

o
rTw 4

ﬂiﬁoﬂ }5] H] & ] 571
(transaction cost theory)e]x, t& sy ¢
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/vh:ﬂé].i: ] U]—o]i
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(prospect theory)©]tt.
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SM POS1(2,3,4), =

SM POS1(2,3,4); =

SM POS1(2,3,4); =
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=
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[@p]
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L
N
hins
ES
_F',L
_v;
sk %
22
rO
LA
i

% S ® e ol A

w3y Y etel AP,

8=

D+

Lo+ BiAM; + BoSIZE;
+ B3LEV: + B.GRW: + BsB1G4:

+ G AUDSW; + BASSUE; + BsBOND;

+ BoNEGE: + 510S0O; + B:1;GROUP;
+ B2l ARGE;: + B1sFOR, + XIND

+ VD + ¢ (1)
Bo+ BiREM; + BoSIZE;
+ G3LEV, + B,GRW; + B5BIG4,

+ BAUDSW; + B7ISSUE: + BsBOND;

+ BoNEGE, + B10SO; + B1,GROUP,
+ Lol ARGE, + L13FOR, + 3 IND

+ VD + ¢ (2)
Lo+ BiAM; + BRM,
+ G3SIZE: + BULEV: + BsGRW;

+ GsBIG4; + BAUDSW; + LslSSUE}

£

o
0x

%
o

+ BoBOND; + BioNEGE; + 51150,
+ B12GROUP, + BisLARGE; + B14FOR;
+ XIND + VYD + ¢ (3)

SM POS1(2,3,4); = By
+ BIABCFO(AbPROD,, AbDISE))
+ BoSIZE, + BLEV: + BiGRW,
+ B5BIG4; + BAUDSW; + B7ISSUE;
+ BsBOND, + BoNEGE, + B1oSO;
+ 811GROUP; + Bi2LARGE; + B13l"OR;

+ XIND + YYD + ¢ (4)
o714,
SM POSI, = ti% %7lf°l°‘/7l ZAako] (0 ©]

SM_POS2, = tA% §71%0]9l/7) 257100 (

SM_POS3, =

-4 4
S
o,
e
—

SM_POS4, =

Test variables

AM; = td= AFH LAY (Kothari et al.,
2005);

EM; = tdx AA o] 2% (Roychowdhury,
2006)2 At RM(=AbCFO+
AbPROD+AbDISE) ;

ADCFO, = td=vZ% d49das88;

AbPROD, = td= ¥4 a7t

AbDISE, = t4= ¥4 AF4 A%

Control variables

SIZE; = 1A% Z|ATFR ()22 AR
£ A

LEV, = td%® FAH & (=FFA/FAD)

GRW; = td% vEd JLE((EY D

AHstod
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ISSUE, = t4% #4348 AN 71gola 1, o N
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olqH 0;
Abi H ok} (vlkEe] » 71 o Hlxo] .
GROUP, = td& 7|97 28 7]gdold 1, o} 7 A H (;1 = - 199l 2013; ¥ 2 A
Yl 0: TRE, 20100 HE3A - FGR, 20100 HAZ 9,
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2 Ay Pter AZAAZ v 2 AAsle] BAGE st 7322 B0 AgdTe Wy
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o @AY} ol P F2 EEAE A9A 7 wug ¥5E 44a9T. A8 BAusRs
QAR 5 Gtk FA, B ATE FEAFE A AQFR(SIZE), FAMELEY), WEY 4
Aol gejolnz, Aol Yz 2ol 94 (GRW), 2191 FRBIGA), A8l A (AUDSW),

HEE BA43 Logistics S|AEAS 538 7S F3S5AHISSUE), 3lAk) @3 (BOND), AHE#H4]

A& B (NEGE), 255 ﬂ?Mcﬂf(so) 71950 Al

A(1)RE A3)7HA 2 #FAMFE AM B Do £3F o2 (GROUP), tFF A1 E-&(LARGE),

RMela, 2(4)elA= RMS Al 7K A8 54 9=l AA A& (FOR) Solth. Bgh AFd 54

A2 WEE 183 Aot AMS Kothari et al.  #bo] <} A4 84 %5}7} 71044 ﬂt&ao E40]
o]

(2005)9] o] wet ROA A3tEA] A SA nd 4 e &35 &4
Aoz 23391, RME Roychowdhury(2006) 3} A= (XYD) grHFE 2 )
of Wi we} Bl dddF35 5 (ADCFO), Hl SIZE, LEV, GRW& €884l 71954 YE

A4 AAA7HADPROD), HIAA A#FH AE e MeSolde HoA mgd x3daigith W
(AbDISE) & &43 &, o] Al 74 /4 54 A SIZEE o] d7E5oA Az W4Eg Yepll$

22 238 RM H4E o] 23ttt w3 4 (4)9 = ¥E 284 13 th(Becker, DeFond,
Ae Al 7K RM 232 & QAo g AuE gttt Jiambalvo, and Subramanyam, 1998). Y4uk#
(AbCFO, AbPROD, AbDISE). @, 2(1)% 2 7|97 55 o] stk ddA o
21(2)= AM¥} RM= 217 283 Bgaoltt. & A rteAe B § vk webs SIZEE
F AMT RM2 Aol 55 ¢ JermR, 77 FEH5WSF SM POSH sl ()9 @A} o348
o IARNE 5o ASEALE AYEG. o9 2 o LEVE AT #H3 wgoln). Baju &
2l 21(3)91e AMZ} RM< & Bg2o] Zo] & o] £ 7L AFEolg oy gakelde] 7HsA]
Agoem F HMFES AR SAS F A3y 3+ o] 94| Frhe HoA Haolde AgxAsiee
o) 719 Ee] oW s Ao RE o F8eA fo] Euh e HelAl Axlgls 9o e
olgt=AE AEt. F A(3) A1) 3 A JHEL 284 &2 ARG o9& AP T
(2)9 28] AMZ RM 3ol d#Ado] sldiete 2 Qlo] wom2 LEVE SM_POSe thaf % (+)
o] Rl ;i FEHSo| sl oj" W7} 7b A dETHEHFA - 29, 2010). GRW
AR Brh o folg A#E YeeA & 4

HE7| 9Jg Aol o]e} AHE Ade AFA o

FA1e} (empirical question)©]t}.
A(DFE A7 2] 354 3

2E o) AYAFEA o]dxA 7 #Ho] itk BIG4 2 AUDSWe ZAHEA S #do] gl ¥

we, > rjr 1o Ho
e
é

lo, X ouy

1r
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(Becker et al., 1998: Fan and Wong, 2005:
Behn, Choi, and Kang, 2008 &). wWahA
BIG4= SM_POS dis| &(-)el #A7} o€
th. AUDSWe 1S wAl 7ol vhe
Ao RIS o Asd ¢ 7ol ol
gx% fele] wrhe AddAFEc] v Bad vt
A (DeFond and Subramanyam, 1998: B
o - 2, 2007). vk AUDSW= SM_POS

=T,

3T

of thall %(+)2l #A7} 7.
ISSUE ¥ BONDE 7199 A2z #dd
HEEo|t), fAEAE AAIG 71de HYate] o]

92 o]l H =5 & 222 (Teoh, Welch,
and Wong, 1998: Cohen and Zarowin, 2010:
FH #-wdM, 1999: -olZdg, 2001),
[SSUEE SM_POSd| dial <k (+)e #A} 71d
Hth. BOND 94| A9t npR7iA = Ak ey
719E vl 7199] A WA Holr] ¢gk o]
24 Qo] =2 7 Sivhe MM, BOND= SM_POS
of tial F(+)o #A7F 7IdEch SO 2554
< PAR 7ol B G A Pt =%
= 7 A75 23l we} wgAe) P
(Bartov and Mohanram, 2004; 29 - &4 -
ALY - AE", 2007 5). wEkA SO SM_POS
of sl F(+)9 #A}L 7IheE
GROUP< 7145 ¢e] Al &3¢ 7]
ArET #ASA ke W
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el

FAY
HEAA ZA]
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%aﬂﬂ 2010 2
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A7 des Bustdoh(aEd, 2003). wEhA

\z

[e]
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H
L
-

LARGEE SM_POSel| thell %¥(+)2] #A7} 7]1:H
aoh. B ARATEdM e ASAFAR AR

of &= 710l et 3] - gh=e) g3 ol s
bt P - A - A4 D, 2006).
et FORE SM _POSel el &(-)e A7

7l 2t o] e o e A Al 7ol B
2, AAE ofd A3 yebaAld dejd e 2=

54 oo AR = Sl

O

3.3 AMZt RM2| =2 Y

A (1R A(4)7AAe) BRAe ne #
A% AME RMe] 33 284S o 83 34
o) Bsleh. AR A AVE HAAFE

S~

1 ROA 27} BA41¥ Kothari et al.(2005)<]
e HyAos ARggi ‘E}"/}H 2 ATE 9
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FR o] &¥ e BEPAE OHH 2( 9‘r Zoh AM
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g Zakg(e) gkol AMo|th, APAFEM =
olgA SAE AM FFol =2 VAL E BIA
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e Aoz ko vk (Jones, 1991 Kothari
et al., 2005 &).

TAt/AH =a + ﬁl(l/At—l)
+ B(UREV,~AREC,)/Ar1)
+ B(PPE/AL) + BROA + & (5)

o}7]A,

TA = td% NIB7IEe)d)-CFO(98 5oz
AT HFFEH):

A = td%x 7|2FAmh

AREV = tdx njZado] Wzl

AREC = t{= wj&AlHe] vt

PPE = td% FARHER S} 214590 A4k A9))

ROA = tdE EARto| & (=171 /712320

e = =gt

Hod 71l g 5415 g

RMe] =4& Mad+E3} 2o] Roychowdhury
(2006) <] ¥iel met F4stAtHAA g ¢, 2008:
HFA - Zg7 2010). Roychowdhury(2006)
o dFdM e AdEAY 5 T oldxA F
9o A 7B RM S4AE Akt ok &

),
=
A

b

Al 72 RMe.2& H34 998335 (AbCFO
H A AL 7HADPROD), HIAA AZA X
(AbDISE)elt}. o1& Al 7HA] 7i¥% RM =33
BRE A9t AEAY Se AV RS

oz g7 Hueldg Fgrgste A
do] gitk.” z+ Al 71 A RM 232
371 §l8l-E Roychowdhury(2006)2] ¥

¢

(PROD), A% A4 327
WA FROR TR} s, o] E 93
oklel 4 (6)%8 4(8)717e] By ] o] gT}

CFO/ A = ay + Bi(1/Aw) + B(S/ A7)
+ B5(4S/ArD) + & (6)

PROD/Av-1 = ap + Bi(1/Ac) + B(S/ A7)
+ B(AS/Ar-) + Bi(ASi/Acn) + e (T)

DISE/ A1 = ay + Bi(1/ A1) + B(Sr1/ A1)

+ g (8)

o714

CFO =td% 99852 A dgag

PROD = td= AA7H=COGSMZED7H +AINV
(A ZAH)

DISE = tQ% AFH A%, 7|14 DISK= A%
21(2008) 2] =4 ol upet =3gH°

A = td% 7] 224

S = td & &

48 = tdE mjEdo] wgle

A58 A @) 2 Al 7k A8 RMe

24 A% Al Am SOEES w}aw RM 2
AAE A §7Ae 2t 34 & QojAl
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£ 2(6)%8 4
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WE7Iell g
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o2 fA 2318 ner
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o] RM #HATFEA = 7|90l RM &5 =
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gy By ﬁlD}(Roychowdhury, 2006: Kim and
Sohn, 2013 %). Wt & AFE A 714 RM
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Z7}EA G E Al 714 A2 RME Halsto] A
HEgt? @9 B d7e APAFEe] s
o] ARzl HeE fl5te] RM FF0| BF &
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Sohn, 2013: HFA - Z4Rl, 2010). WA RM
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T2 R AEE FEY, ARE AsE FF
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9) Cohen and Zarowin(2010)°] 23 Roychowdhury(2006)°14 #l¢td Al 712 A¥ZA RM 233 tiste] AbCFO%
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v‘éé x017] st a2

At Wt ¥ A= Cohen and Zarowin(2010)9] Wil wiel & 71 2§ =

)2 RM2=(AbCFOx(- T

= 23A RME} AR o7 FARRF Az L]—E]—‘;{ﬂ—

10) ¥ 97olA ‘“*71&; 2000@ El 2010L477}x1"°‘ A o f
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Jore KOSPI & KOSDAQ E¥&

FIA & (%) A B & (%)
Az 3,667 71.5% 3,927 71.4%
ikl 321 6.3% 186 3.4%
o gl Znfg] 358 7.0% 391 7.1%
A =Y 441 8.6% 899 16.4%
71e 345 6.7% 95 1.7%
A 5,132 100% 5,498 100%
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(E 3) 7|zs7I2t &oldE

KOSPI % (N= 5,132) KOSDAQ ¥® (N= 5,498) Aol E
| FA | ETEA | AL | Hug | B o | T | ETEA| AL | Ao t As z A%

SM POS1 0.037 0] 0.188 0 1] 0.024 0 0.154 0 1| 3.775** 3.799***
SM POS2 0.083 0] 0.276 0 1] 0.059 0 0.235 0 1| 4.826** 4,847+
SM POS3 0.130 0] 0.337 0 1] 0.092 0| 0.289 0 1| 6.308*** 6.329***
SM POS4 0.174 0] 0.379 0 1] 0.123 0| 0.329 0 1| 7.313** 7.330%**
AM 0.002| 0.001| 0.077|-0.207| 0.218{ 0.009| 0.004| 0.117|-0.313| 0.366| -3.584*** | -2.721%***
RM 0.021| 0.026| 0.214|-1.202| 0.847| 0.044| 0.058| 0.277|-1.253| 0.969| -4.747*** | -7.051***
AbCFO 0.004 | 0.002| 0.088|-0.239| 0.254| 0.014| 0.008| 0.132|-0.334| 0.408| -4.568*** | -3.468***
AbPROD 0.011| 0.012| 0.118|-0.411| 0.311{ 0.019| 0.026| 0.157|-0.516| 0.414| -3.095*** | -5.567***
AbDISE 0.007 | 0.010| 0.068|-0.285| 0.183| 0.011| 0.022| 0.082|-0.352| 0.207| -3.110*** | -9.680***
SIZE 19.489 |19.208 | 1.512|15.206 |25.398 | 17.809 | 17.783 | 0.866 | 13.350 | 22.005 || 69.642*** | 62.452***
LEV 0.487| 0.480| 0.191| 0.107| 0.975| 0.430| 0.424| 0.191| 0.057| 0.975| 15.239*** | 14.614***
GRW 0.087| 0.059| 0.272|-0.699| 1.109| 0.150| 0.083| 0.412|-0.849| 1.910| -9.358*** | -6.250***
BIG4 0.626 0| 0.484 0 1| 0.427 0| 0.495 0 1| 21.101*** | 20.564***
AUDSW 0.173 0| 0.379 0 1] 0.179 0| 0.384 0 1| 0.775 0.775

ISSUE 0.133 0| 0.340 0 1] 0.341 0| 0.474 0 1-26.143*** | -25.080***
BOND 0.297 0| 0.457 0 1] 0.073 0| 0.260 0 1| 30.742*** | 29.940***
NEGE 0.011 0] 0.107 0 1| 0.005 0 0.072 0 1| 3.495*** 3.538***
SO 0.083 0] 0.276 0 1] 0.180 0| 0.384 0 1-14.958*** | -14.645%**
GROUP 0.923 1| 0.267 0 1| 0.776 1| 0.417 0 1| 21.734*** | 20.976***
LARGE 0.404| 0.399| 0.169| 0.062| 0.800| 0.406| 0.396| 0.174| 0.062| 0.789| -0.635 -0.315

FOR 0.085| 0.019| 0.130 0| 0.551| 0.034| 0.002| 0.079 0| 0.419| 24.237*** | 30.871***

F1) W] el SM POSI= tdE F710l /71 2FA el (0 o4~ +0.005) F3teld 1,

(0 o]d~+0.01) 7zteldd 1, %A 0: SM POS3,= td% 3715l /71232 0] (0 08~ +0.015) T3told 1, 284

1
o

254 %90 0; 51 POSZ= 1A% G101 /7] 25 A

1
o

05 SM POS4,=

tdE B7)0] ) /71 2FAAT0] (0 o] ~+0.02) F3told 1, 23] ¢ked 0; AM= td% AFA BP9 (Kothari et al., 2005): RIM= tAE AA] o]
2124 (Roychowdhury, 2006) 2 &2+t AL =AbCFO+AbPROD+ AbDISE): AbCFO,= td% HIAA AQAFEE: AbPROD,= td% HZA A4k
A7} AbDISE,= tQ%E B AZA A% SIZE= t9E 7GR ZEAN AA2IE AT LEV,= tdE FAH & (=224 /EA2): GRW,=
td= &Y BFE((WMEA-EN/FA400)]) BIG4= tA% Big 4 AFHEACIA 1, oW 0; AUDSW,= td%= ZAK] wAl7]gel® 1, ofyd 0:
ISSUE= tA% #4548 AAE 719e1™ 1, olU™ 0; BOND,= td% A S L83 7ol 1, ofUW 0; NEGE,= td%= AR 71de™ 1,
olUd 0: SO,= td% 2ESAL Pata 7|gdold 1, olW 0: GROUP,= t9% 7198 ¢e] &3 7]9old 1, olJW 0: LARCGE,= td% tFF A&
E(EFRAA 8 FOR= tAxE I7AFAA A B89

F2) Bate e H e ¢ A5 t g, TH5 el = Wilcoxon F3+AFATY 2z 3& 21

TR AN 1%, 5%, 10% FEAAM frAdE Uehd (FEHT).
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(N=425) | (N=4,707) | (N=323) | (N=5175)| KOSPI ¥ | KOSDAQ ¥
1 0 1 0
AM 0.011 0.001 0.021 0.008 3.129"" 2.409""
RM 0.063 0.017 0.084 0.041 5.423"" 3.223"""
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(3 by Az Zof
W2 %{—g %‘ff A | R | szE | Lev | erw | Bics | Aumsw| ssug | Bonp | NEGE | S0 | GrouP| 14RGE| FoR
siLpos2| || 0.037 | 0.059 | 0.045 | 0.105 | 0.055 | 0.006 | -0.003 | -0.034 | 0.085 | -0.026 [ 0.007 | -0.011 [ -0.020 | 0.079
(0~0.01) (0.008) | (0.000) | (0.001) | (0:000) | (0.000) | (0:682) | (0.820) | (0.014) | (0-000) | (0.065) | (0:617) | (0.425) | (0.151) | (0.000)
A 0.026 || 0487 [-0082 | 0.058 | 0.063 | 0.022 | 0.030 | 0.074 | 0.025 | 0.020 | -0.044 | 0.039 | 0.015 | 0.107
(0.054) (0,000 | (0.000) | (0.000) | (0.000) | (0.111) | (0.030) | (0.000) | (0:069) | (0.156) | (0.002) | (0.00) | (0.296) | (0.000)
o 0.036 | 0472 [ | [ -0177 | 0119 | -0.029 | -0.099 | 0.024 | 0.027 | 0.041 | 0.037 | 0.07 | 0.002 | 0.001 |-0.47
(0-007) | (0000) (0.000) | (0:000) | (0.040) | (0.000) | (0.086) | (0.052) | (0.004) | (0.008) | (0.000) | (0.881) | (0-954) | (0.000)
wr 0.06L | 0.007 | 0.005 | | | 0.140 | 0.040 | 0.330 | -0.007 | -0.016 | 0.465 | -0.055 | 0.081 | 0.205 | -0.058 | 0519
(0.000) | (0591) | (0.693) (0.000) | (0:004) | (0.000) | (0.221) | (0.243) | (0:000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000)
L 0.063 | 0.008 | 0.164 | 0.189 | | | 0.032 | 0.037 | 0.021 | 0.050 | 0.258 | 0.276 | -0.025 | -0.028 | -0.176 | 0.118
(0.000) | (0:542) | (0-000) | (0.000) (0.024) | (0.008) | (0.130) | (0:000) | (0-000) | (0-000) | (0.074) | (0.044) | (0.000) | (0.000)
- 0068 | 0149 | 0.002 | 0.045 | 0.044 | | | 0028 | 0.008 | 0051 | 0.041 [ 0053 | 0036 | 0.121 | 0.042 | 0.082
(0.000) | (0.000) | (0:872) | (0.001) | (0.001) 0.000) | (0.554) | (0:000) | (0.003) | (0.000) | (0:010) | (0:000) | (0.003) | (0-021)
o 0.000 | 0007 | 0.023 | 0.177 | 0.008 | 0.08 |, | 0.006 | 0.008 | 0.163 | -0.08 | 0.073 | -0.001 | 0.022 | 0.231
(0.984) | (0.589) | (0.090) | (0.000) | (0:828) | (0.186) (0:659) | (0-587) | (0.000) | (0.007) | (0.000) | (0.964) | (0:109) | (0.000)
psi | 0006 | 0.08 | -0.002 | -0.028 | 0.05 | 0.06 | -0.059 | | | 0.048 | -0.035 | 0.047 | -0.009 | 0.024 | 0.000 | -0.018
(0:640) | (0.039) | (0.855) | (0.036) | (0:000) | (0:000) | (0.000) (0.001) | (0.012) | (0:001) | (0.515) | (0.082) | (0.990) | (0.203)
sop | 0069 | 0072 | 0004 [ -0.110 [-0.085 | 0.053 | 0.024 | 0064 | | | 0.088 | 0.006 | 0.148 | 0079 | 0.134 | 0019
(0.000) | (0.000) | (0778) | (0.000) | (0.009) | (0.000) | (0-079) | (0.000) (0.007) | (0:638) | (0.000) | (0:000) | (0.000) | (0.182)
o 0.03 | 0015 | 0.021 | 0.257 | 0.204 | 0.000 | 0.086 | -0.006 | 0003 | | | -0.042 | 0.084 | -0.003 | -0.081 | 0.182
(0,022 | (0.255) | (0.125) | (0.000) | (0:000) | (0.979) | (0.000) | (0.223) | (0.841) 0.003) | (0.000) | (0.826) | (0.000) | (0000)
vior | 0018 | 0.039 | 0.037 | 0060 | 0.207 | -0.049 | 0.002 | 0038 | 0.022 | -0.001 | | | 0.032 | 0.003 | -0.114 [ 0059
(0.177) | (0.004) | (0:006) | (0.000) | (0:000) | (0.000) | (0.888) | (0.005) | (0107) | (0.931) 0.020) | (0.826) | (0.000) | (0.000)
© 0.020 | 0.017 | 0.024 | 0.031 | -0.088 | 0.018 | 0.072 | 001 | 0.147 | 0017 [ 0014 | | | 0018 | 0152 | 0.113
(0.136) | (0.200) | (0.071) | (0:023) | (0.000) | (0:194) | (0.000) | (0.401) | (0000) | (0.216) | (0.285) (0.193) | (0.000) | (0:000)
ceoup | 0021 | 0027 | 0.06 | 0.198 | 0.036 | 0.023 | 0059 | 0.005 | 0017 | 0.084 | 0015 | 080 | | | 0.119 | 0.089
(0.121) | (0.043) | (0-000) | (0.000) | (0:000) | (0.092) | (0:000) | (0.713) | (0.202) | (0.000) | (0-266) | (0.024) 0.000) | (0.005)
Lipop | 0016 | 0.007 | 0.045 | 0073 | -0.017 | 0.031 | 0.001 | -0.023 | 0.264 | -0.014 | 0.049 | 0197 | 0019 [ | [-0.131
(0.245) | (0.602) | (0.000) | (0:000) | (0.197) | (0.022) | (0.401) | (0.094) | (0.000) | (0.293) | (0.000) | (0.000) | (0.165) (0.000)
o 0.0% | 0.008 | 0.056 | 0.244 | 0.026 | 0.048 | 0.114 | -0.010 [ 0014 | 0.053 | -0.014 | 0057 | 005 | 0024 |
(0.008) | (0.544) | (0.000) | (0.000) | (0.056) | (0.000) | (0:000) | (0.452) | (0.308) | (0.000) | (0.298) | (0000) | (0.010) | (0.073)
=1) 0214 9E KOSPI E2(N=5.132)9 A%, 214 ool = KOSDAQ E2(N=5498)9 28 2ad,
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(% 6) HAk2lm| 72t AM % RM2| 2HA[of| chst =421t KOSPI =

SMPOSI(234), = By + BAM, (or RM,) + B:SIZE, + BLEV, + BIGRW; + BiBIG4, + BAUDSW; + BiSSUE,
+ BBOND; + BoNEGE; + 1580, + BiiGROUP: + BislARGE, + BisFOR, + YNIND + XVD + ¢
Logistic regression
B SMPOST | SMPOSZ | SMPOS3 | S POSH SMPOSI | SMPOS? | SMPOS3 | SMPOSA
=T UEH (0~0.005) (0~0.01) | (0~0.015) (0~0.02) (0~0.005) (0~0.01) (0~0.015) (0~0.02)
T Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8
Intercent 9 -6.969 -6.355 -4 888 -4.123 -6.993 -6.491 -5.028 -4.218
P ©| (-23.346™%) | (-41.3947*) | (-36.1817") | (-31.900"%) || (-23.660"*") | (-43.320"*) | (-38.377***) | (-33.446""")
Al ' 2.235 1.572 1.628 1.378 _ _ _ _
(4.963") | (5.052**) | (7.975***) | (7.261***)
V4 + — _ _ _ 0.739 1.010 0.967 0.707
(2.999%) | (11.743***) | (16.152***) | (11.261***)
SR B 0.186 0.210 0.176 0.145 0.184 0.213 0.180 0.148
(6.3557%) | (17.158™*) | (17.842**") | (15.115™%) || (6.272"**) | (17.760"*") | (18.620""*) | (15.6307*")
LAV N 1.873 1.321 0.967 0.732 1.846 1.249 0.900 0.686
(17.063***) | (17.158**) | (17.842"%) | (10.049***) || (16.615"%) | (15.495"**) | (12.025"") | (8.792")
ORI N -1.247 -0.994 -1.048 -0.906 -1.201 -0.973 -1.021 -0.877
' (-14.490"%) | (-19.417***) | (-13.856™") | (-30.844"") || (-13.568"") | (-18.764"**) | (-30.495"*") | (-29.192"*")
B4 B 0.153 0.007 -0.091 -0.101 0.169 0.030 -0.069 -0.084
(0.827) (0.004) (-0.939) (-1.448) (1.011) (0.069) (-0.535) (-1.010)
AUDSI N 0.083 0.025 0.018 -0.052 0.084 0.027 0.020 -0.051
(0.177) (0.033) (0.025) (-0.252) (0.180) (0.037) (0.029) (-0.240)
ISSUE N -0.715 -0.522 -0.591 -0.510 -0.694 -0.520 -0.589 -0.503
(-6.459"**) | (-8.425""") | (-15.738"%) | (-15.539"") || (-6.111""*) | (-8.347***) | (-15.599"*") | (~15.150*"")
BOD N 0.155 0.314 0.351 0.366 0.173 0.323 0.360 0.375
(0.715) (6.295**%) | (11.350™%) | (15.296"*%) (0.899) (6.643**) | (11.962"*) | (16.012")
NEGE B -1.937 -2.589 -2.998 -3.217 -1.965 -2.607 -3.019 -3.238
(-3.483%) | (-6.385™%) | (-8.615***) | (-9.967***) | (-3.592%) | (-6.478") | (-8.744""%) | (-10.103""*)
S0 i -0.037 0.287 0.298 0.172 -0.043 0.295 0.307 0.178
(-0.015) (2.261) (3.559%) (1.404) (-0.020) (2.385) (3.754%) (1.49%)
CROUP N -0.326 -0.240 -0.037 0.009 -0.345 -0.260 -0.059 -0.011
(-1.501) (~1.525) (-0.048) (0.004) (-1.682) (-1.771) (-0.123) (-0.005)
LARCE N -0.592 -0.480 -0.678 -0.407 -0.536 -0.430 -0.628 -0.368
(-1.571) (-2.146) | (-6.245*%) | (-2.854%) (-1.187) (-1.708) (-5.339"*) | (-2.335%)
R B -5.376 -4.849 -4.497 -4.321 -5.221 -4.602 -4.267 -4.161
(-21.371%*%) | (-43.170***) | (-60.189™*) | (-74.393"**) || (-20.002"**) | (-38.640"**) | (-53.846™*) | (-68.438"")
JIND included included included included included included included included
1D included included included included included included included included
Poeudo 0.082 0.092 0.100 0.098 0.080 0.095 0.103 0.099
il 114.569%** | 210.730*** | 283.659™* | 311.379"** | 112.690"** | 217.690%** | 292.250*** | 315.602"**
Classification
Accuracy % 9%.3 91.7 86.9 82.6 9%.3 91.7 86.9 82.6
N 5,132 5,132 5,132 5,132 5,132 5132 5,132 5,132
F1) "9 Foe (E 3 25
F2) 23 o] A 7 W] Wald #9. ]
F3) L = A2 1%, 5%, 10% FEoA FodE Ueh (S,
AT Haad M6 20151 12¥ 1659
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HxjslulE 98t A LA g

YT FASYYT[Yo] ohEt &

43H 34

(F 7) H&sln| F20nt AM % RM2| 2HA(ol| chst 2421 KOSDAQ #=

Logistic regression
W SUPOSI | SuPos? | Siposs | Suposs | SMPosi | SMPOS? | SMPOS3 | SMPOSY
7 ~0.005 ~0. ~0. ~0. ~0. ~0. ~0. ~0,
=T IEH (0~0.005) (0~0.01) (0~0.015) (0~0.02) (0~0.005) (0~0.01) (0~0.015) (0~0.02)
T Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8
et | 9 | LT | 8639 | 6630 5768 | 11859 | 8719 -6.778 5,887
ereep T|(24.2227%%) | (-32.300%%) | (-29.405%) | (-28.8457%) | (-24.457%) | (-32.9507%) | (-30.347°*%) | (-29.686")
i : 2.011 1.636 1.746 1.394 _ _ _ _
(5.744*) | (9.011***) | (15.547***) | (12.968***)
A = _ _ _ 0707 | 0549 | 06 | 0.608
(3.399%) (4.986%*) | (10.285**%) | (12.322**%)
S ~ 0.384 0.290 0.212 0.192 0.395 0.300 0.222 0.200
(10.131%*%) | (12.992*%) | (10.369**%) | (10.933"*) | (10.505"%) | (13.652**%) | (11.213**%) | (11.759%%)
LEV i 0.838 1.244 1431 1.337 0.720 1.140 1.301 1.211
(2.892%) (14.776***) | (29.064**) (33.075%) (2.121) (12.284™%) | (23.825"%) | (26.798"%)
o Lo [o-ee | 0sed 0,806 -1.194 -0.993 -0.808 -0,765
) (-19.263"*) | (-32.799™*) | (-35.591"**) | (-41.330***) || (-17.618"*) | (-30.119***) | (-32.007***) | (-38.208""*)
B4 ~ -0.164 -0.063 -0.082 -0.037 -0.167 -0.066 -0.085 -0.039
(-0.750) (-0.267) (-0.667) (-0.182) (-0.784) (-0.290) (-0.721) (-0.197)
, 0.177 0.060 -0.021 -0.040 0.199 0.077 -0.003 -0.039
AUDSIT\ + 1 o599 | 0139 | 00240 | 01140 | (0663 | (0233 | (0.000 | (019
SSUE S| 0818|065 | 063 0,552 -0.845 0,631 -0.607 -0.533
(-12.789%%%) | (-19.242%**) | (-27.311%*%) | (-28.569%**) || (-11.926™*) | (-17.916"*%) | (-25.318"*%) | (-26.728***)
BOD i -0.120 0.078 -0.108 0.057 -0.085 0.072 -0.141 0.001
(0.126) | (0139) | (0399 | (0139 | (-0.064) | (0.182) | (0687 | (0.349)
\EGE | 8043 | 1902 | 19660 | -19.947 | 18150 | -19.068 | 19737 | -20.012
(-0.000) (-0.000) (-0.000) (-0.000) (-0.000) (-0.000) (-0.000) (-0.000)
S0 . -0.307 -0.061 -0.194 -0.134 -0.319 -0.072 -0.204 -0.140
(-1.207) (-1.333) (-1.855) (-1.204) (-1.303) (-0.182) (-2.048) (-1.329)
0.085 0.057 0.249 0.205 0.099 0.062 0.251 0.203
GROUP | * | 1an | 0138 | (68 | 3360 | 0172 | 0160 | (728 | (3214
LARGE : -0.377 -0.076 -0.005 0.036 -0.350 -0.051 0.025 0.066
(-0.469) (-0.044) (-0.000) (0.019) (-0.410) (-0.019) (0.007) (0.065)
OR ~ -4.392 -3.230 -1.691 -1.385 -4.198 -3.100 -1.570 -1.275
(-5.458%) | (-9.036"%) | (-5.328*%) (-4.985) (-5.013%) (-8.377"%) (-4.649%) (-4.276™)
JIND included included included included included included included included
21D included included included included included included included included
Poeudo # 0.080 0.066 0.071 0.064 0.078 0.064 0.069 0.064
¥ 90.479*** | 132.619"** | 180.961*** | 188.721** 88.267** 128.750%%* | 175.998"* | 188.384**
Classftatin 976 041 %38 871 976 9.1 9028 8711
ccuracy %
/V 5,498 5,498 5,498 5,498 5,498 5,498 5,498 5,498
1) ¥ Ao (& ) 22
T2) 235 <o) A= 7 R Wald 3.
F3) e AR 1%, 5%, 10% FEAA fAEE YEA(F5AF).
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AMZE RMES & 240l SAlol| 12{et 3¢

Logistic regression

KOSPI #2 (N=5,132) KOSDAQ E¥ (N=5,498)
LS SM POSI | SM POS2 | SM POS3 | SMPOSL| SMPOSI | SM POS2 SM_PO&? SM POS4
7191 10~0.005) | (0~0.01) | (0~0.015) | (0~0.02) | (0~0.005) | (0~0.01) | (0~0.015) | (0~0.02]
T Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8
A N 0.375 0.512 0.644 0.705 1.627 1.355 1.367 0.947
(0.603) | (0.413) | (0.963) | (1.464) | (2.866%) | (4.718**) | (7.258***) | (4.574**)
A N 1.802 0.906 0.838 0.568 0.349 0.255 0.341 0.402
(2.484) [ (7.256***) | (9.384***) | (5.613**) | (0.648) | (0.842) | (2.273) | (4.173**)
%ZZZ% 2 | included | included | included | included | included | included | included | included
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Panel A: KOSPI %2

OLS regression
Dependence variable = AM Dependence variable = RM
LSS SMPOSI | SMPOS2 | SMPOS3 | SMPOSL | SMPOSI | SMPOS2 | SMPOS3 | S POSY
4 (0~0.005) | (0~0.01) | (0~0.015) | (0~0.02) || (0~0.005) | (0~0.01) | (0~0.015) | (0~0.02)
25 | Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8
SM_POSI o 0.012 _ _ _ 0.023 _ _ _
(0~0.005) (2.134**) (1.531)
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Accrual-based and Real Earnings Management Activities to

Avoid Losses:
Empirical Evidence on KOSPI and KOSDAQ Listed Firms

Jong-ll Park® - Hyewon Paik** - Seol hee Jung***

Abstract

This paper investigates whether KOSPI and KOSDAQ listed firms that show small positive
earnings use accrual-based earnings management and/or real earnings management to avoid
losses. Furthermore, this paper examines whether KOSPI and KOSDAQ listed firms prefer to
use accrual-based earnings management or real earnings management. According to Burgstahler
and Dichev (1997), we classify firms that show small positive earnings on the basis whether
they avoid losses by a narrow margin because such small beaters are suspected of managerial
intervention by earnings management.

After Burgstahler and Dichev (1997), most studies observe firms that meet or slightly beat
zero earnings threshold to indirectly examine whether managers manage their earnings through
accrual-based or real earnings management. However, it is difficult to conclude that firms with
small positive earnings always use accrual-based and/or real manage earnings to achieve earnings
benchmark. Out of firms which belong to the unusually high frequencies of small positive
earnings, some firms might turn small losses into small profits with better operating results for
a year. Therefore, our study is differentiated with prior studies in that we examine whether
managers behavior to use accrual-based earnings management or real earnings management
affect the probability to include the small positive earnings interval. Managers who know their
business status better than anyone else might select accrual-based earnings management and

/Jor real earnings management. Accordingly, the managers behavior to use earnings management

* Professor, School of Business, Chungbuk National University, First Author
** Assistant Professor, School of Business, Chungnam National University, Corresponding Author
** Ph.D. Candidate, School of Business, Chungbuk National University, Co-Author
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causes firms to include the small positive earnings interval.

Following Burgstahler and Dichev (1997), we find unusually high frequencies of small
positive earnings in cross—sectional distribution of earnings level and define as suspected firms
whose managers might manage their earning. In order to measure accrual-based earnings
management, we estimate discretionary accruals by using the performance matched model by
Kothari et al. (2005). Similar to Roychowdhury (2006), we estimate abnormal cash flow from
operations, abnormal production costs, and abnormal discretionary expenditures to measure
real earnings management. Our observations are based on 5,132 firm-year data, selected from
KOSPI listed firms and 5,498 firm-year data, selected from KOSDAQ listed firms for eleven
years (2000 to 2010).

The empirical findings of this paper are following. First, we find the suspected firms listed in
a KOSPI and KOSDAQ market, which show small positive earnings, manage their earnings to
avoid losses not only by real earnings management but also by accrual-based earnings management.
Our results are same even after we control a certain variable that might affect the dependent
variables. Second, we find that the suspected KOSPI firms whose managers might manage their
earnings to avoid losses prefer to use real earnings management, rather than to use accrual-
based earnings management. On the other hand, we find that the suspected KOSDAQ firms
whose managers might manage their earnings to avoid losses prefer to use accrual-based
earnings management, rather than to use real earnings management. We find the consistent
results after we redefine the suspected interval by a narrow or wide section.

Finally, the results of our study suggest that firms listed in both KOSPI and KOSDAQ tend to
avoid losses by using not only real earnings management but also accrual-based earnings
management. Thus, our results are different from previous studies such as Lee and Sohn (2007)
and Park and Yoon (2008), showing that a sample reporting profit close to zero does not show
higher discretionary accruals than other groups. Our findings imply that managers in KOSPI
and KOSDAQ market consider zero earnings threshold as an important earnings goal to achieve in
that managers try to use both accrual-based earnings management and real earnings management.

Our paper contributes to a literature on earnings management, in that KOSPI listed firms
and KOSDAQ listed firms have different incentives to choose earnings management methods to
meet earnings goals. Our findings that KOSPI firms with small positive earnings prefer to use
real earnings management to avoid losses, imply that managers focus on their short-term
achievement rather than on activities to increase firm value in a long-term perspective. Therefore,

our findings provide an important implications to not only academic researchers but also investors,
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practitioners, accounting standard setters, and regulators who are interested in managers’
earnings management behaviors. Also, academics can also apply the discussion in this paper

for related researches.

Key words: Small positive earnings to avoid losses, Discretionary accruals, Real earnings
management, KOSPI listed firms, KOSDAQ listed firms
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