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We investigate the relationship between strategic deviance and cost asymmetry and then examine the
effects of a firm's earnings transparency on these relationships. Within an industry, many firms tend to
imitate peers strategic choices, but few firms adopt a strategy that deviates from industry norms, called
strategic deviance. Recent studies on strategic deviance focus on agency problems arising from information
asymmetry in strategically deviant firms. For instance, managers in strategically deviant firms would
have more opportunities to pursue earnings management or spend on privileged consumption. Thus, we
anticipate that strategic deviance might be associated with cost asymmetry. Our results show that the
higher degree of strategic deviance, the higher the cost stickiness. Also, the positive relationship is
higher only when a firm's earnings transparency is lower. Furthermore, we find that the positive effect of
strategic deviance on cost stickiness is not associated with deliberate resource commitment decisions by
rational managers, ruling out the possibility that the relationship is driven by rational manager’s decision
making. These results support the role of agency problems in channeling the positive association between
strategic deviance and cost stickiness. We contribute to the literature by enhancing the understanding of
deviant strategy and asymmetric cost behavior.
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Ree HA9RE G594 2ot 49 A
1

24d  ole AF &t A9 T Qe T
e FEH RIS AR 294 8 o] (moral
hazard) £AlE& FEAIZ 4 Ath(Jensen and
Meckling, 1976).
oo & AFeM e A=A A3 HhAA A7t
P 7ke] WA} o] FHA ol wet Bl
2] AE3}7] Y3l Barth et al.(2013)¢] #|Ag ]

AEHA SHAE o] 43It} Barth et al.(2013)

o
o

jon
@
oY)
—

|
o
19
o,
T
N
N
N
2
1o
onl
B
DL
N
A
rE
o,
i
e,
=)
i
ol

11) 3, Ak dg 7|92 Zdae qeld oapdigdl s vl e dRom Arte] shiE Aol skl S sl ool wet
5.1%94 Anderson et al.(2007)9] ATRFE F3l o|2|g =2l AET
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< 9Jujgtt, o2fdt #A- A Barth et al.(2013)
o] S e £ A7 A Sk Adsisict

WA, o] FHAge] & Aol FEHAo] &
sixjo] g SEe M2 At b S48
HgE Zolth(Kim et al., 2016). o] 270
Me A nHESAaAe] B Ay 49
7199 A7t 7199 AA o FFH = oAt
245 g7l 44 @< Aot} dvkstd o] F
BAol w2 AT, WE Aa A oAb frAls
of WAst= v EF7F ZIAA LR W Hao]Y
O & oojA A Ax FIHpEEe A& 9k
nx ZdgAre] Al 24o] ofd& Zlol7] wwe]
o w0l R FEdM e A de
o vl ArEzte #AE g3kE AR
e, wio] wte o] RuA £ As FE
Hti o] Alstelo] A7t 2919 AbAolo S
Tot7] A S4Y 7ol ol (Lang et al.,
2012: Kim et al., 2016), A2 d& £33} 1]
32 A7t zte] A 6% AskE A= 4
iia=g

S 4 1614 AN AR Q) Hn
4 Qe ¢ wAE ARHCR 438 5 9o
B2 M 2 B3 T 2e Nyt ez A
R,

M 20 ol RuA S Aekd A9 v

A 17}3)

=
=)
- o)
N
B
of
ok
o
=)
R0
fuj

2 AT A= Finkelstein and Hambrick
(1990) oA AABtL Tang et al.(2011)eA =
okegh Wl whet 671A19] H2HA AdwjEZEd
(strategic resource allocation profile)& ©]&
dlo] Ak g Wgg 24l 1

pESEECEEILES)

2) APABEA AFE (AL /o))

3) 34 % ANEA AFE(RIAYFLA 5)

4) #HAAWL(FHEY D D RA/ A
A

7t = =%
AE Ad-AxE 2 23sh(Hd =0, EFAA=1)
sk AR, Aztel EskE 671 e He4El A
o Asgddtt olged RS B 4L 3
FTAR e 71de ALFY FE It A el A
719 E0] Ao r Fote Ao FAA AP
T ] Hate FEE ofu] gt

12) Finkelstein and Hambrick(1990)°] w2®, 67}2]2] A2k

Azl ol SYAE A 290 149 S9

A 719 Ak Wigely Aot da 58 Skl o Adeitin d9dth 5 7199 AdujRdg da, dEEA @
g B R AFER gE 4 glom, VYoM ek HlE dete] meh e Bl ARHn, AlFTE S W

AR L Al eE FEA 1T 5 gt
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3.2 &7t H|oHEY ZMEH + B, Dec; < AlnSales; <SD; i+ = YEAR
+ S IND+ei A7RY (1)
B APE A Qde] 97k Mol A6 v
JekS EAzt}. WA Anderson et al.(2003)°] o]7]A,
ANG N ERg obee] AFuY (1)& Sgdte]  Den P71 AHEA} s AR o
B A7 BRe /B4 W4 olge onE A7] o] 97 Rskee] A=k
S o AInCOST;, : WZ971s ol elo| 2 3 297]e)
Sk e, w7 eped el e A7) ] 9] vshedl A92ag
4, Wz S7H(AlnSales; )9l AT 52 AlnSGA;, © BlEelue A7) o] P7] wse
A7pL 71EA 02 wESEd wet SRR & ol A=k
A F(+)9 L 7Mook Bha BAo| wiZe 7 AlnSales;,  whZele] 17] div] @] MshEe] A
_}J\—(A]HSHIQSXD@Cjt o AAT ge AT = D Oﬂlil] @?ﬁ:H j2o] sheralon
} ec; ¢ D t-1 715 t 719 niEo] stgdled
-/] %ki‘ 7]'Z4°]: Zﬂ'q’ Lq—E}k] 527]' -/] 11' TC:)T _) 1‘ 01'14“5 O?l ﬂﬂ]ﬂj_/’::
-4 #Z Hold vjE 371 Al A7 7 (B) el bl Year cAwgn);
2 742 A A2 (6, +5,) 80 27) @B 3 Ind =L
WAAAQ ArtdeE &9 4 ddth(Anderson
et al., 2003). el g,o] 3t %(+)9 #< AeA dg FEH v A A7t B
21 BA9 g7h RA® F(+) g w9 T WAREIH 18 S AR dreg ()2
el SpTEEgS g & Ao, aelm gy ot el AAER
& Dep; = 9719 t-17] tiv] 7] ®ighiel A=
aZ F3 #9d, Dep;ole WE97F 2 g #e Depit = By+ B, AlnSales; i+ B, Deci < AlnSales; ¢

HE U F97HAINCOST;,) Ex dvjzw

+ 8, Dec; < AlnSales*SD; ¢

o

i}

(AInSGA; )2 3}, 13) +3,Dec; < AlnSales; < Assetint; ¢

+8; Dec; < AlnSales; < EmployInt;

Dep; = B,+ 8, AlnSales; i+ B, Dec; < AlnSales; ¢ +Bs Deci < AlnSales; < SuccDeci ¢

14)

BFIIE FHULE AFU/Ie) WshEel AQRI(AINCOCS,)E AP WHE 24313) g»} 7E A feld e
%k— ERiE ol l297ke) 2% Bellule) Hal AGAe] Aol FTskt Bage] A7) Wl 7gH RO
Yeht Aoz guEd. £g 0Lk ol Gel ke Akl B A sz Ag DAt
0 17 olel SHo] EAdlel ¥ #4o] A gt

£ A328e Anderson et al.(2003)°14 A 97te] 7]228S AR Chen et al.(2012)9] 28-S &8st 18
U Hnf et doiaerte] g3k 2R SAlY] Heide 18 A, 20 49, 3w Z’Jq S =93 288 *é OHO]i Eis=s
(Ryan and Zarowin, 2003: Jung, 2015). wehd £ Apeld AFE3E wge ¥4 71 BA)7} —‘?——f‘—?} v gt wgog Ay
o tigk Holzl & 4 o] Al ek Aug BT =9l 1S BAsth —E'r 1743}, (Table 4)¢ 2] Agd 4 7o T
71 E 7t s o] oAl ARE fxslgtt a2y B A5 (Variance Inflation Factor: VIF)S HES A

A]nSa]esLtXEmp]oyIntu, Dec; <Employint;;, Dec; 2] ®4=2] VIF7} 10 ] Oi veht g A7) ”7—} T s
gRIstAct. WebA Chen et al.(2012)9] 237 o] tpdy AoWyEs TIA7A &a Ay 42 3 SANSFE A
2 28389
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+ 8, Dec; i+ 8, SD; i+ B, Assetnt; ¢ 249 A& wjEe Ao R (SuccDeci ) & FAHT
+B,, EmployInt; ++3,, SuccDec; ; 2 ¥t (Anderson et al., 2003; Chang
+ 8, KOSPI; i+ > YEAR+ > IND and Baik, 2009: Chen et al., 2012).
+ei ATEE (2)
3.3 0|UFHM Ho| & £
o714,
SD; ¢ : Tang et al.(2011)°lA ke A=k B Ao = Barth et al.(2013)¢] AAIEF o]
AT A%y 2448 Juuiel oex 2 ALad
. . A F (F=2A 20
AssetInt;; AR FTE(EFA /”H H): o 584 A 71 (Fama, 1970)9A= 7199
EmployInt;; : $998FE(F49F / W=d): wE Ao} ZA 2ol weAETn ] W
SuccDeciy  * -2 71FE ¢ 71744 2L4%J A& o e B /M AL 7p8ek) e
2 ujzo] Zaglon 1, oiyw oo O FREYES 7199l BAA TH 9] s W
EEES gttt olo] Barth et al.(2013)2 oA HI} A
KOSPL; @ fr7Fsdel™ 1, oFq® 091 gnws, AR 7N E Auste 58 A2 o]dEPAY S A
ottt wEkA o] FHgde FA G E bl
ATEY (2)9 #A A dES U ojojazg) o)oluslge] AWEo s ey o}

2
3 <2> 1A 710401 AR s 4 ()3 2ol 29 AR F5el 1
& o) 49 RYTRANSI )% zwﬂﬂ F39 R’
o B Ao %Q@"F?l i,tg} AIHS&]GS;‘,L (TRANSIN, )9 @oz 7] olelEmA S =
g 242 wdshe 5,8 AT gag. o4 TRANSI, =

FAad 509 @t 2 o], W2 s prANSIN, £ AEE A

EQ

L
T

}\].od 2 0]
2

A
H4 WS AT g9 AAAFTE o) =, TRANS, & A9 82(TRANSI,
& F(H)9 @= e Aol ZMAAAN o AeiZaAel 94 (TRANSIN,,) S 2% i
e AT 2ol WS ddey) ofin. FA5 Ed U o573} o] wste] Anjel S
T3 AFEY (2)dlA drHEel 97 #ﬂl AT dua agz i 7Y, je AL a3 pe
A& BAl] Sl *46304%011*1 AHEE W A yEZe o2 Uehan

F%(AssetInt), EHLH= (Emp]oy]ntl 0,

15) A=y A& 7|92 wjZo] fadhe 4 °(A]nSa]esXDecm it opg} wjZEo] Ivlsle A--(AlnSales; ) o= AHduf el oig
AR o] Ak Wl LREARI VIHEY TOE SU\‘ﬂr & gy dg "ZO] i‘ié"r‘*% mEo] S7tehe 45 A gl
FAlghs AR S & F& & Aoltt o] ?‘ﬂ]’ﬁb 7}H o7 01—? 3 (2) W& F7 Al A7ke S E1E
4 & InSales; xSD;; % i@*lﬂ 5‘@'3}%‘3} Lee et al., 2015; Na and Klm 2016: Kim and Chung, 2017). ”"43»}
AeA A2(SD; )3} & (AlnSales; )9 A3 2289 AlnSales; xSD; 2l BAATFE FL7H AINCOST;,) ¢ FujFelH] (A
InSGA; )9 T&RFel U] BF SAFCZ foop] & Aoz deytt. ol Ay dg9 o] wjEd 7k w2 ¢
Mg E JeS nAA] FE AL ouldit}. T3 AlnSales; <SD; MFE FHE ETlaL vjE 7hh wE Arizia
&9 BAAIE (Table 4)2] Axtel Axow 5"‘ A}, ofdl 2 AFolMEe AWl PEAAE 93l AlnSales; xSD;; WS
AAG Lol At ATt
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714,
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(3) Fn-DataGuideZ
o] 7k&g 714

(4) "5 49 -9 1%9 dd #SA=
27+ 1% 3 99% =2 2%

olg% ATAE F

il

d (Winsorize)

WA, Ay e T DL $A8] 98 12
9 299 V9 AR BFAAL £E 3
A9 GABEL e AL 2] dal AR
A4 7197 Bel 3R 19 BN AR,

2]
TAHE Fn-DataGuided X F=8tlx, At
4 FH] HOH W4 9] O]"‘X]( utlier) 2 A9
1 519

-
?i—a‘“c‘rﬁ

4.1 JlEEA & e =4

(Table 1)& ¥ oA AMEE F8 WFEe
e AES 2% Aotk WA (Table 1)9]
Panel Adlx] 97ke] 717] tiy] 7] HstE e
T F97HAINCOST;), Hj#e]H] (AInSGA;,)
o B 247} 0.064, 0.0762.% 2Hold H} 7]
o Hsl B71e] FA7tet Anfjteiv el 3
6.4%. 7.6% 2713 A& <n|gic}, _1_2‘7}
A AA FE F 3T%€ Adzd Hg) v
Qe Ao ® Yeyth agln
A dge] FE(SD; el
FTote Agko R

= onjsted], HHe 0.461°1, =94

&

Lo ooy 2

it

o

e

4 =

-0,

rum rh:: a‘; rie _<z
>E 4 R 12 e J}L
L2 442l
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N,
o
i F
o
AN -
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£ 0.3702% ‘/}E}Ur Ao H =gk F3
Bolt}, BAMS & A S = (AssetInt; )

T(FHF) < 0.232(0 183)°lth, w3k t-27
& i ¢-17] W& FhoRE ouste
SuccDec; 8 H1t& 0.1662.24, T2 714
% 16%7F t-27] di¥] t-17]9] wj& o] 7HAad)
= A= gt

(Table 1)¢] Panel B= Barth et al.(2013)¢]
AAG o] FGH(TRANS,) W] 7|esA %
= AAG g, ol FHAo] e 7 H A
A3t 3, oo Aol whe 7 A HH|
steEg FEB| Wee 2 HAE
Sto & FI7HEA A ARgshe A HAHA W
S (SPREAD;;, TradingVolume;:, Analyst; )
e AEe ANt k. |A o] HI
& 9n|she TRANS; ol BH# (A%<
.280(0.235) 0.2 I3, HHA|NA Y FF&
= SAAZY =(SPREAD; ), ¥
FAANE(TradingVolume; ), AFE71e] 4
(Analyst; ;)9 HHat(S918h < 2424 0.042(0.040),
0.014(0.000), 1.713(0.000)°.2 et} e
T8 AR FAE Bl

(Table 1)9] Panel C& A2 d& HE(SD;
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rﬂ rifz
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A e oY, t-test Wilcoxon-testE 3
& A3 o]23t Aol frofshA] de Ao R e
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(Table 1) Descriptive Statistics

Panel A. Overall Descriptive Statistics

Variables N Mean Std. Median 25% 5%
AInCOST; ¢ 9,295 0.064 0.243 0.050 -0.044 0.155
AInSGA; ¢ 9.295 0.076 0.316 0.060 -0.032 0.166
AlnSales; 9,295 0.057 0.267 0.043 -0.053 0.152
Deci; 9,295 0.370 0.483 0.000 0.000 1.000
SD; 9,295 0.461 0.270 0.385 0.286 0.553
AssetInt; 9,295 0.232 0.566 0.183 -0.132 0.541
EmployInt;; 9.295 -6.609 1.235 -6.414 -7.115 -5.821
SuccDec; ¢ 9,295 0.166 0.372 0.000 0.000 0.000
KOSPI; ¢ 9.295 0.433 0.496 0.000 0.000 1.000
Panel B. Descriptive Statistics for Earnings Transparency and Information Asymmetry

Variables N Mean Std Median 25% 75%
TRANS; ¢ 9,295 0.280 0.216 0.235 0.123 0.391
SPREAD:; 9,295 0.042 0.014 0.040 0.050 0.085
TradingVolume; ; 9,295 0.014 0.119 0.000 0.003 0.016
Analyst; 9,295 1.713 3.885 0.000 0.000 1.000
Panel C. Descriptive Statistics of High & Low Strategic Deviance

High Group Low Group .

Variables N = 4,551 N = 4,744 ( tt_é‘;?’;e) W(ﬂzcofﬁut:)“

Mean Median Mean Median
AInCOST; ¢ 0.062 0.049 0.071 0.051 -1.33 2.07
AInSGA; ¢ 0.076 0.061 0.076 0.058 -0.04 -0.01
AlnSales; 0.048 0.040 0.071 0.048 -3.38"** 11.30***
Dec; ¢ 0.390 0.000 0.352 0.000 3.79%** 14.37**
AssetInt; 0.265 0.227 0.200 0.145 5.56** 36.71%**
EmployInt; ; -6.708 -6.428 -6.514 -6.408 -7 .55 3.45%
SuccDec; ¢ 0.179 0.000 0.154 0.000 -3.29%** 10.82***
TRANS; ¢ 0.279 0.235 0.277 0.235 -0.41 0.17
SPREAD:; ; 0.043 0.040 0.042 0.040 -0.98 0.42
TradingVolume; ; 0.014 0.006 0.018 0.007 -1.19 -3.05***
Analyst; 1.785 0.000 1.712 0.000 0.86 -0.14

1) Definitions of variables used in the analyses are summarized below.

Variable Definitions:

AlnSales;;, AInCOST;; AInSGA;;, are the log change in sales revenue, total cost(COGS plus SGA), selling,
general and administrative expenses, respectively: Dec;; is an dummy variable that takes the value of one when
sales decrease from t-1 to t, and zero otherwise: SD;; is strategic deviance followed by Tang et al.(2011):
Assetint;; is the logarithm of the ratio of total assets to sales revenue: EmployInt;; is the logarithm of ratio of
employees to sales revenue; SuccDec;: is an dummy variable that takes the value of one if sales have decreased
in two consecutive years, and zero otherwise; KOSPI takes a value of one if a firm is traded on the KOSPI, and
zero otherwise: TRANS;; is earnings transparency variable measured using Adjusted-R% SPREAD;, is bid-ask
spread by Corwin and Schultz(2012): TradingVolume;;is average annual amounts of trading volume per number
of listed share in firm i in year t; Analyst;; is the number of analysts forecasting earnings for a firm i in year t.
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w9 A7) e W& Fag A5 (Deci )7t W
T Hsl o B AoE etk o]H g Ao
= t-test® Wilcoxon-testollAl 5% sttt
a2y o] FHA WS (TRANS; ) ¢ A BH| 3
A4 (SPREAD;;, TradingVolume;; Analyst;.)
of i A dgo] B2 AFA E=A vE
Wol 1 zfole FAACE fFoskA ¥t
(Table 2)= & 979 F8 Wgs 3t Jad
AE BoFa ok A 92 (SD; )< T97H]
A9l AInCOST;, s Fold &(-)9 dad
AZE e Aoz Yoy, AlnSGA; St 2

(SPREAD;,

TradingVolume;, Analyst; )= HAZ frole
£ ()9 ABATE e, 2y ol2d 4w
A—H(SD; )3 WFETL] &

W ArEe 435

= A
gt WA ZF YehA] skt @, AlnSalesxSD;y @ AHRAE £AT AHEAR FEAS A
€ 97F ¥4 AInCOST; % AInSGA; & #9 T e HFE BT FAG Fo 23E AuEol
g F(+)e] FHBAE Holx gt o] A of & Ao Fodr}
(Table 2) Pearson Correlations

Var. (1) (2) 3 4 (5) (6) il 8 9) (10) (11) (12) (13) (14) (15)
1) 4InCOST 1000 0595 0918 0746 0779 0.028™F 0887 07737 004 008" 0465 0015 00407 0038 0147
) AlnSGh; LO00 04797 03647 0375 0000 0468™F 0374 04 0497 0212 0015 0034 004 0100
3] AlnSales;; 1000 083%™ 086" -0.056™ 0969 0862 0132 0120 0495 -0.000°  0.040"° 0033 0120
4) Decy 1000 -0.966%  0.056™ -0.836™ -0.966™ 0.1227F 0095 05827 005" 0016 00267 0118
5 DectAlnSales;; 1000 0067 086277 0995™ 0149 01227 0572 0008 00537 0.049% 0134
6) 8Dy 1000 0059 00207 0.033™ -0.108™ 0.0507* 0.070%* 0.0 0111 -0.017
1) AlnSales<SD;; 1000 0.866™ -0.085™" 0140 0497 0006 0029 0005 0114
8) DecxAlnSalestSD, 1000 0149 -0.014™ 05737 -0.006™  -0.048™ 0.042% 0131
9) Assetlnt;, 1000 0.373™ 000" -0.051"™ 0038 -0.003  -0.004
100 Employlnt;; 1000 005%™ 0016 0227 028" 0141
1) SuccDec;; 10000 -0.009 0014 0000  -0.088™
12) TRANS; 1000 -0.146™ 0102 0075
13) SPREAD;, 1000 0697 -0.255
14) TradingVolume;, 1000 0143
15) Analyst;; 1.000

This table reports Pearson Correlations among variables used in the analyses.

1)
2) All variables are defined in (Table 1).
3)

¥, ** and *** denote the significance at 10%, 5%, and 1% levels(two-tailed), respectively.
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4.2 NERAZTL

4.2.1 Anderson et al.(2003)¢] 7] E =23

(Table 3)& Anderson et al.(2003)¢] A&
7R Bl B AFolA AlgSte T vid)

AL M A S it} 244, 5 F
H7H AInCOST; )¢k B &e v (AInSGA;,) @
oA wjE74(Decx AlnSales; )<l SAAST 6
Zr7y -0.031, -0.1002.2 1% FToA B5F
5 ()9 2 UEhl L Slo] drtelEl=
Kagaty) fH??H o}ﬁPﬁz}zﬂOg ‘)rEP’LT/} =,
)< 85.8%,

I‘l\‘ _11-1:1 o

mm nm« :10
e

12 12

0917HAIHCOSYM-4 7-?&3%(51 +5,)
CWE A A %Uﬂ%ﬂ‘ﬂ A]nSGAu)

4.2.2 W24 Qg3 wUgA Q71 B

7199 A dege] et A4 A7l
°ﬂ A= IS AE] A 7 19 AR
= (Table 4)ell AXEHA Ut EEHFE=

17H(AInCOST; )¢t el #2]H] (AInSGA; )&

]oo}/ur/}. 7Hd 19 #HsE Fagual
Decx AlnSales<SD; (8,) 2 W& fhiel| wE

—_

r*°

=

ARl Bk 999 $opdes D 9

3=
(Table 4)9] AL Az} 71 19 #Rs

1 Dec; ¢ AlnSales; SD: ¢ (63)% &R

_,_,
oy

A7HAInCOST; Q) 7%l - 82, Tl 2] n)
(AInSGA; ) Q) 7%l -0.2092 2% 1% %ol
A freld daks Bolth S, 7190l dEA dge

FTEES A7) A4l ditdne As
o 2= u} ;Lxﬂﬂ o= Xd—%m 4 71l ek

(Table 3) Summary of Statistics from Anderson et al.(2003)'s Basic Regression Analysis

Dependent Variable
Variables AInCOST; AInSGA;
Coefficient t-value Coefficient t-value
Intercept 0.014" 1.86 -0.002 -0.10
AlnSales; 0.858™** 101.49 0.536"** 25.94
Decx AlnSales; ¢ -0.031*** -3.35 -0.100*** -2.70
IND & YEAR fixed Effect Included Included
adj-R* 0.8766 0.3021
Obs. 9,295 9,295
1) (Table 3) reports results of hypothesis 1.
2) *, ** and *** denote the significance at 10%, 5%, and 1% levels(two-tailed), respectively.
3) t-value reported in (Table 3) are based on standard errors clustered by firm.
4) All variables are defined in (Table 1).
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(Table 4) Hypothesis 1 - The Effect of Strategic Deviance on Cost Asymmetry

Dependent Variable
Variables AInCOST;, AInSGA; ¢
Coefficient t-value Coefficient t-value

Intercept -0.003 -0.28 -0.076*** -3.38
AlnSales; 0.853*** 83.48 0.554*** 24.74
Decx AlnSales; ¢ -0.230"** -3.78 -0.330"** -2.70
Decx AlnSalesxSD;,, -0.082*** -3.03 -0.209*** -2.61
Decx AlnSalesxAssetint; ¢ 0.015 1.15 0.108*** 4.11
Decx AlnSalesx Employint; -0.043*** -4.48 -0.043** -2.30
Decx AlnSalesxSuccDec; ¢ 0.001 0.01 -0.001 -0.02
Dec; ¢ 0.013*** 4.24 0.035*** 4.73
SD; 0.020"** 4.31 0.039*** 3.46
Assetint; 0.002 0.74 0.018*** 3.43
Employint;, 0.001** -0.17 -0.005** -2.22
SuccDec; -0.020*** -5.57 -0.052*** -5.12
KOSPI;; -0.004** -2.52 -0.015*** -3.75
IND & YEAR fixed Effect Included Included
adj-R* 0.8794 0.3174
Obs. 9,295 9,295

(Table 4) reports results of hypothesis 1.

1)

2) * ** and *** denote the significance at 10%, 5%, and 1% levels(two-tailed), respectively.
3) t-values reported in (Table 4) are based on standard errors clustered by firm
4)

All variables are defined in (Table 1).

A& fAstEE JAaH 2% Ao Aeter)
ay 97be) A Age A dge el
FAWG oz} ZAgale] gl A AH o <
3 Uehd Fx= 9tk old] 5.19 F7HEAdA A
2 dgo] ofud 29ld| & drtel a7dA g
o] YepheAld tisl F714 o2 HEstaz) gt

(]

)
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Aol vt A A7FYE ) Zfel7F QleA] 2 A
3= (Table 5)% 2t} (Table 59 € (1) ©

A o] TERETD B2 a5, € 2=

—

A, 4 (1)oA o]EW o] e 729 A

&
T
A 223} Q719 MUAHS AR, FEUS
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(Table b) Hypothesis 2 - The Effect of Earnings Transparency on Relationship

between Strategic Deviance and Cost Asymmetry

(1) Lower Earnings Transparency (2) Higher Earnings Transparency
Variables AInCOST;, AInSGA; AInCOST;¢ AInSGA; ¢

Coefficient t-value | Coefficient t-value | Coefficient t-value | Coefficient t-value
Intercept 0.010 0.59 -0.104™  -2.00 0.001 -0.02 | -0.049 -1.25
AlnSales; ¢ 0.839"** 62.50 0.448*** 17.170 0.873"** 63.45 | 0.562"* 17.54
Decx AlnSales; ¢ -0.273"* -3.75 -0.385™*  -2.82 -0.086 -1.28 | -0.192 -1.02
Decx AlnSalesxSD;,; -0.080** -2.22 |-0.276"" -2.42 | -0.056 -1.48 [-0.095 -0.84
Decx AlnSalesxAssetInt; ; 0.024 1.60 -0.018 -0.26 -0.192"**  -6.14 | 0.094***  2.64
Decx AlnSales*Employlnt;e | -0.050*"*  -4.51 -0.079"*  -3.417 -0.030™**  -2.72 | -0.009 -0.31
Decx AlnSalesxSuccDec; ¢ -0.006 -0.25 0.041 0.52 -0.029 -0.85 |-0.014 -0.16
Dec; ¢ 0.012***  3.15 0.024** 2.35 0.016™* 414 | 0.026"™* 2.6l
SD; ¢ 0.025"*  3.47 0.032** 2.01 0.016"* 268 | 0.048"*  3.07
AssetInt;; -0.005 -1.52 -0.001 -0.17 -0.005 -1.14 | 0.025"*  3.08
EmployInt; ; 0.001 0.19 -0.006" -1.72 0.001 -0.12 | -0.003 -0.80
SuccDec; ¢ -0.023"**  -4.68 -0.067*  -4.23 -0.025™*  -4.98 |-0.037*"* -2.65
KOSPI;¢ -0.006™* -2.66 -0.021™*  -2.99 -0.001 -0.59 | -0.011* -1.73
IND & YEAR fixed Effect Included Included Included Included
adj-R’ 0.8818 0.3454 0.8825 0.3027
Obs. 4,594 4,594 4,701 4,701
1) This table reports results of hypothesis 2.
2) * ** and *** denote the significance at 10%, 5%, and 1% levels(two-tailed), respectively.
3) t-values reported in the table are based on standard errors clustered by firm.
4) All variables are defined in (Table 1).
A FL7HAINCOST; ) ok BoiA2W (AInSGA;) 749 E8Ee 237t F7kol 44z vtdd 5 3l
o} #4421 Dec; x AlnSales; *SD;; ()] 7l 7] Wl ek de v|de O34 42 VIdE
27k 247 -0.080% -0.2760.8 BE 5% 5% o] Q/ANEIL fol3 At Holx] @ Ao
oM foletdtt. &, o]dFHAdol v 7S A aMET. oA Eall, o]dFAel 2 Al A
o4 Q9T ke AL F dAelE BT B4 9B /199 J9AE NE BolE BT
o 19 Al B3 SRS R A ARG, S el S
+98 9oz nar wEd g (29 olfF Qo) BIo|dg %3 slolm oleld $HH HR
WAol & g E Decix AlnSales; xSD;,  7F F7kell SA4A o= wiedd Aot ulghx o] &
o AAAF(G,)7 o FEUFANE feld A WAl B ol WA L S99 FYA)
7} Jeh}A] ot A7laEiz Aol AL gol 71 AAl o] A e AEH S W] o
et olel@ An ol Rl B AgN AN Fol e Ao ANT 5 9l
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(Table 6) Strategic Deviance, SGA Cost and Future Firm Performance

. Dependent Variable = PERFORMANCE ;+;
Variables - -
Coefficient t-value Coefficient t-value

Intercept 0.219* 1.86 0.200** 2.13
SD; ¢ 0.014 1.29 0.001 0.01
SGA RATIOP™C;, 0.358** 2.22
SDxSGA_RATI -0.354* -1.84
SGA RATIOPEC/*SGAR, | 0.444** 2.77
SDxSGA_RATIOPEC/+8GAR, | -0.439** -2.38
PERFORMANCE; ¢ -0.033*** -5.35 -0.027*** -4.82
LEV;; 0.013" 1.73 0.014"* 3.22
SIZE; ¢ -0.012 -0.79 -0.011 -1.59
GRW;, 0.002 0.14 0.003*** 2.94
LABOR; ; 0.040™ 2.39 -0.001*" -2.20
INV;; -0.158 -1.34 -0.019 -0.39
Ind & Year fixed Effect Included Included
adj-R’ 0.0671 0.0672
Obs. 9,295 9,295

1) *, ** and *** denote the significance at 10%, 5%, and 1% levels(two-tailed), respectively.

2) t Va]ues reported in the table are based on standard errors clustered by firm

3) PERFORMANCE;; is change in market value between year t and year t-1: SGA RATIO;; is SGA costs signal:
LEV;, is change in leverage to assets between year t and year t-1: SIZE;, is change in assets between year t and
year t-1: GRW;, is change in sales growth between year t and year t-1: LABOR;, is change in productivity of

labor between year t and year t-1.
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(Table 7) Controlling for Earnings Management Incentive

(1) SUSPECT = 1 (2) SUSPECT = 0
Variables AInCOST;; AInSGA; ¢ AlnCOST;; AInSGA;

Coefficient t-value |Coefficient t-value |Coefficient t-value |Coefficient t-value
Intercept -0.004 -0.92 | -0.006 -0.17 -0.005 -0.47 -0.029 -0.98
InSales; 0.942***  89.94 0.816*** 10.38 0.845** 7481 0.429*** 20.81
Decx AlnSales; ¢ -0.055*"*  -2.86 | -0.706"" -2.33 -0.238"** -3.59 | -0.223*"* -2.67
DecxAlnSalesxSD; 0.034" 1.91 0.681" 1.80 | -0.077** -2.68 |-0.222"" -2.71
Decx AlnSalesxAssetInt; ¢ -0.075" -1.91 0.254 1.30 0.004 0.30 -0.053™  -2.57
Decx AInSalesxEmployInt;; | -0.015***  -3.95 0.014 0.19 -0.046""  -4.36 -0.030™  -2.37
Decx AlnSalesxSuccDec; ¢ -0.011 -0.41 0.068 0.29 -0.008 -0.35 0.049 1.00
Decis -0.007"*  -3.13 0.015 0.76 0.016™*  5.06 -0.002 -0.21
SD; ¢ 0.002 0.51 0.007 0.32 0.024™* 438 0.045"** 345
AssetInt;; -0.004™  -2.40 0.014 1.52 0.002 0.60 0.005 0.87
EmployInt; ; -0.001 -1.52 | -0.004 -1.01 0.001 -0.10 | -0.003 -1.04
SuccDec; ¢ -0.001 -0.19 | -0.012 -0.46 -0.024"*  -5.96 -0.050™*  -4.66
KOSPI;; -0.002 -1.39 | -0.011 -1.29 -0.004*  -2.15 -0.016*"* -3.35
IND & YEAR fixed Effect Included Included Included Included
adj-R’ 0.9737 0.4396 0.8737 0.3166
Obs. 1,544 1,544 7,751 7,751
1) *, ** and *** denote the significance at 10%, 5%, and 1% levels(two-tailed), respectively.
2) t Va]ues reported in the table are based on standard errors clustered by firm.
3) All variables are defined in (Table 1)
4) SUSPECT;; is an dummy variable to take a value of one if NI (net income divided by average assets) is between 0 and 0.01.
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BE 19 5704 §98 A0 ek}, (Table 4) 2 ol8ald B4 AT 0|2 93} Akd
SEEERLER TR Do) £2(SD;) S AA-EY FosuT 2 1

ofUR 09 HulW(SD DUM;)E EAst,
5.3 FebH gt pi4E Ciojsise S8 24 $877, 25947 297HAINCOST;) EE

[e)
o #e]B] (AInSGA; ) Q1 75 BRG] DECX
(Table 8)°ME A=A d—&(SD;,) W % AlnSalesxSD_DUM; & 3lAAG7F 242+ -0.047,
AX Bl AEQ 3o A&yt opd S -0.07622 1%, 10% oA 25 fFoe (-)

(Table 8) Regression of SD Variable by Using Dummy Variable

Dependent Variables
Variables AInCOST; AInSGA; ¢
Coefficient t-value Coefficient t-value

Intercept -0.002 -0.19 -0.030 -1.21
InSales; ¢ 0.854*** 83.34 0.435""* 21.74
Decx AlnSales; ¢ -0.221*** -3.50 -0.314*** -2.94
Decx AlnSalesxSD_DUM; ; -0.047*** -3.25 -0.076* -1.81
Decx AlnSalesxAssetint; ¢ 0.013 0.94 0.008 0.37
Decx AlnSalesx Employint; ; -0.040*** -3.98 -0.038** -2.46
Decx AlnSales*SuccDec; ¢ -0.006 -0.27 0.032 0.65
Dec; 0.012** 4.08 0.002 0.29
SD_DUM; ¢ 0.024*** 5.19 0.047** 4.15
AssetInt; ¢ 0.002 0.64 0.009* 1.72
Employlnt; 0.000** 0.17 -0.002 -0.91
SuccDec; -0.021*** -5.67 -0.049*** -4.85
KOSPI; ¢ -0.004** -2.49 -0.016"** -3.86
IND & YEAR fixed Effect Included Included
adj-R’* 0.8783 0.3168
Obs. 9,295 9,295

1) *, ™, and *** denote the significance at 10%, 5%. and 1% levels(two-tailed), respectively.
2) t-values reported in the table are based on standard errors clustered by firm.
3) All variables are defined in (Table 1).

18) (Table 4)¢] F¥3} (Table 7)) o|%4 flo] Y& 179 FHo|X 279 Decx AlnSalesxSD;; AGake] 2ldh ajol7}
A=A AEstual Had 174 (parallelism test) & AAISIATH HaAY HFS 5L BPE A8 A2 o2 283 397
7} AR BAH R Ao} EAEAl BAste Welth #AZAT, FE5UTE FU7HInCOST, ) 735 (Table 4)9] Decx
AlnSalesxSD;°] AlFgkel © ol 7t sh7d Aol & o0& HolAuk S|AA STk 71 froldh Atol= WA A ek, v}
R 2 BR8] (InSGA; ) A= t 2 0.1322 F2]3 zfol7h B =R egtet
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(Table 9) Analysis by Using Different Information Asymmetry Proxies

Panel A. Bid-Ask Spread

(1) Higher Information Asymmetry

(2) Lower Information Asymmetry

Higher Bid-Ask Spread

Lower Bid-Ask Spread

Variables AInCOST,, AlInSGA;, AInCOST,, A1nSGA;,
Coefficient t-value | Coefficient t-value | Coefficient t-value |Coefficient t-value
Intercept -0.027 -1.26 | -0.162*** -5.35 0.002 0.14 | -0.032 -0.88
InSales; ; 0.818"*  55.53 0.492** 17.11 0.953"**  98.58 0.758"*  26.49
Decx AlnSales; -0.204**  -2.26 | -0.300* -1.89 | -0.600*** -7.02 | -0.646*** -3.68
Decx AlnSalesxSD; 4 -0.065* -1.83 |-0.185* -1.90 | -0.036 -1.52 | -0.079 -0.92
Decx AlnSalesx AssetInt; ¢ 0.005 0.29 0.100***  2.90 0.003 0.61 0.064***  3.36
Decx AlnSalesxEmployInt;; | -0.044***  -3.09 | -0.044* -1.80 | -0.087*** -7.00 | -0.038* -1.66
Decx AlnSalesxSuccDec; ¢ -0.025 -0.87 | -0.107 -1.42 0.006 0.45 0.077 0.72
Deci s 0.016™*  3.23 0.039"**  3.28 0.012"*  4.87 0.027"* 3.4
SD;¢ 0.031***  4.04 0.055***  3.02 0.010** 2.36 0.028***  2.60
AssetInt;, -0.003 -0.74 0.021% 2.34 0.005"*  2.65 0.013* 2.28
EmployInt; 0.002 1.25 | -0.005 -1.23 | -0.001* -1.71 | -0.001 -0.52
SuccDec; ¢ -0.031""*  -4.92 | -0.090*"* -5.13 | -0.007"* -2.51 | -0.021* -1.72
KOSPI;; -0.006**  -2.47 | -0.021"** -2.99 | -0.002 -141 | -0.011™ -2.18
IND & YEAR fixed Effect Included Included Included Included
adj-R’ 0.8641 0.2887 0.9321 0.4409
Obs. 4,633 4,633 4,662 4,662

Panel B. Trading Volume

(1) Higher Information Asymmetry

(2) Lower Information Asymmetry

Higher Trading Volume

Lower Trading Volume

Variables A1nCOST,, AInSGAy, AInCOST,, £1nSGAy,
Coefficient t-value | Coefficient t-value | Coefficient t-value |Coefficient t-value

Intercept -0.038* -1.76 | -0.086 -1.62 0.027* 1.86 | -0.016 -0.27
InSales; ; 0.832***  49.84 0.498*** 16.97 0.883*** 77.38 0.609***  20.83
Decx AlnSales; -0.353""*  -4.04 | -0.181" -1.71 -0.635"** -7.51 | -0.446™  -2.00
Decx AlnSales*SD;, -0.090* -1.91 |-0.185* ~-1.79 -0.005 -0.18 |-0.054 -0.50
Decx AlnSalesxAssetInt; ¢ 0.024 1.32 | -0.094""* -3.26 -0.076™  -2.52 | -0.032 -0.43
Decx AlnSalesxEmploynt;; | -0.073*** -5.09 | -0.017 -0.98 -0.100***  -7.72 | -0.028 -0.84
Decx AlnSalesxSuccDec; -0.079"*  -3.02 | -0.083 -1.20 0.037* 2.32 0.190*** 3.28
Dec;; 0.021***  4.66 0.017 1.43 0.011***  3.16 0.018* 1.85
SD; ¢ 0.022% 2.58 0.050""  2.26 0.024™*  4.34 0.050*** 3.55
AssetInt;; 0.003 0.64 0.010 1.05 -0.006* -1.78 | -0.001 -0.20
EmployInt; -0.002 -1.09 | -0.003 -0.76 -0.001 -0.79 | -0.001 -0.40
SuccDec; ¢ -0.040***  -7.78 | -0.082"** -5.80 -0.010*** -2.78 | -0.012 -0.98
KOSPI;; -0.006™  -2.36 | -0.022""* -2.90 -0.001 -0.54 | -0.007 -1.21
IND & YEAR fixed Effect Included Included Included Included
adj-R? 0.8698 0.3619 0.8938 0.3283
Obs. 4,140 4,140 5,155 5,155
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(Table 9) Analysis by Using Different Information Asymmetry Proxies (continue)

Panel C. Analyst Following

(1) Higher Information Asymmetry (2) Lower Information Asymmetry
. Lower Analyst Following Higher Analyst Following
Variables
AlnCOST;, AInSGA; ¢ AlnCOST;; AInSGA;

Coefficient t-value | Coefficient t-value | Coefficient t-value | Coefficient t-value
Intercept -0.020**  -2.04 | -0.042 -1.09 0.019* 1.78 | -0.038 -1.62
InSales; ; 0.847"** 62.91 0.413"* 18.04 0.880"**  66.25 0.594*** 19.14
Decx AlnSales; -0.305*** -5.09 | -0.318** -2.36 | -0.327*** -3.14 | -0.317" -1.73
Decx AlnSalesxSD; 4 -0.102*** -3.25 | -0.304*** -3.17 | -0.075 -1.59 0.015 0.13
Decx AlnSalesxAssetInt; -0.027""  -2.22 0.034 1.23 0.041% 2.42 0.170*** 3.11
Decx AlnSalesxEmployInt;; | -0.052*** -5.56 | -0.062*** -2.99 | -0.053*** -3.09 | -0.007 -0.26
Decx AlnSalesxSuccDec; 0.039 1.46 0.043 0.76 | -0.021 -0.58 0.069 0.82
Dec;; 0.010"  2.48 0.012 1.35 0.010* 2.28 0.019* 1.7
SD;¢ 0.020"**  2.96 0.034** 2.04 0.016*** 2.80 0.038*** 2.65
AssetInt; -0.003 -1.05 0.010 1.39 0.006* 1.90 0.023*** 2.76
EmployInt; -0.001 -0.45 | -0.004 -1.18 0.001 0.64 | -0.001 -0.25
SuccDec; ¢ -0.020*** -3.80 | -0.057*** -459 | -0.013**  -2.12 | -0.021 -1.57
KOSPI;; -0.002 -1.27 | -0.017*** -3.29 | -0.007*** -348 | -0.017"  -2.51
IND & YEAR fixed Effect Included Included Included Included
adj-R’ 0.8698 0.2936 0.8938 0.3965
Obs. 5,806 5,806 3,489 3,489

1) *, ™, and *** denote the significance at 10%, 5%, and 1% levels(two-tailed), respectively.
2) t-values reported in the table are based on standard errors clustered by firm.

3) All variables are defined in {(Table 1).
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