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Abstract

Purpose: This study looks at the relevance between disaratiorevenue and book-tax differences (hereafter BTDsjeWte study of earnings
management, which focused on discretionary accrudlsesi earnings management, has largely made, iidtaset been actively researched on
discretionary revenues. Therefore, it was believet discretionary revenue would expand the precedindysby looking at its relevance to
BTD, known as financial reporting quality and measwfetax avoidance. In general, prior research suggeltgdearnings management make
BTDs larger. Thus, the relationship between discratipmevenue and the amount of BTD is predicted p@siResearch design, data and
methodology: To this end, the method of discretionary revenues wead and BTDs measured in four ways. First, Eartieffge income tax —
estimated taxable income divided by total asset (BBecond is fractional rank variable of BTDs (FBTDRird is Indicator variable equals 1 if
the firm-year has a positive BTD, 0 otherwise (PBTBQurth is that Indicator variable equals 1 if thenfiyear has a BTDs in top(bottom)
quartile, 0 otherwise (LPBTD, LNBTD). 4,251 samplesravanalyzed in the Korean Security market (KOSPI) f2003 to 2014 Results
Empirical analysis shows that BTDs increases asetisoary revenue increases. These results were gaisierved when BTDs was measured
as a ranking variable or as a indicating variablesElresults indicate that earnings management thithegrevenue of managers exacerbate the
quality of financial reportingConclusions:In sum, discretionary revenues can be used asdécator of making BTDs larger and meaningful as
the first study of the Korean capital market wheasektionary revenues affect accounting informatiorityjudnvestors need to increase interest
in discretionary revenues because interventionnarftial reporting through revenue accounts by masagn increase information asymmetry
and agency costs. This means that studies on d@swef revenues that have been relatively smallilshbe expanded. The results also provide
important implications for the relevant authoritieslanvestors. Despite these benefits, however, meamnt error problems with estimates still
appear as limited points, and prudent interpretataoesrequired, and additional follow-up studies areleden that variables that are not yet
considered in this study may affect our findings.
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BTDyt41 = Bo + B1DREVy, + BpSIZE; ¢ + B3LEVi, +
BsROA;; + BsBTM;, + PsCAPEX;, +
B7RSRV;, + BeBETA;. + PoVOL;, +
BroFORy + 11 BG4 + P, BETA;; +
Y YEAR + L KSIC + &;,

Table 1: Variables Definition

JMiBln ojdiEeIMRR  SZMs At e o=
HolMig@EE AnMES Ol83ll HRKYLASME ZEHE
LEFOl FESICHOh & K 200 OI%HI ARkEl siAolofat
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Qi i0| BTD Bt Ot 440 &

E AL
DE Ekedl

Q| Z~(fractional rank variables)2

°T0 : Booictax diference Kighso] 917 ol Agtst JHsHS MUSHAt Bt Ao
DREV Discretionary revenues SR X2 32 Ol8sP EE CawE 018 mof
SizE : Firm size YMsk= T Ko oot ZutE 20t 2ol = UCHD YA
LEV : Leverage RUCHPark & Yoon, 2014). =7HEMOME= M| B2 BTD 7+ 2(+)2| 2=
ROA : Profitability 7V M L O%X| $e™ 0 9 s A= X|A|H=PBIDE OI&%ICt
b= o
BTM : Market to book value PBID & ZHAI2| JO|AZY0| 7S EHHY| ot HO|CHPark et
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progress) BIDLPBIDIR} 2 (2| BIDINBIDS O|83IRUCL 0|5 RofsiH
RSRV Research and Development ratio
P <Table 2>9} ZC}
BETA Systemic risk
VoL : Standard errors of daily returns Table 2: Variables Definition
FOR : Foreign investors’ ownership Variable Operational Definition
BIG4 : Dummy variable of auditor size BTD Earnings before income tax — estimated taxable inco
- me/ total asset
XYEAR Dummy variable of year FBTD Fraction rank variable of BTD
YKSIC Dummy variable of industry Indicator variable equals 1 if the firm-year hapaes
PBTD e k
itve BTD, 0 otherwise.
3 : Error term - - _ "
Indicator variable equals 1 if the firm-year haB®&
LPBTD . - .
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o LT |:I'L.”—||_ oHT |'E Eoﬂ T= I’M |' o= I' LNBTD D in bottom quartile, O otherwise
Gisspisol ZOED, FBID) 7|9 H=¥ TRHS SH o
OlS & HAlst(woway dustering) Z=7HEAI0IA HA[eH S£H=0l Zh =0l TR =R Stubben (0100114 KIA[eH THZEA
BID 7} XIAgi40l ZQPBID, LPBID, INBTDOE 7|2, A= 4OZHORRIS OIZSInAL BiCh RN +olZHe o|exHeol
RS SHS 20| logstc SRS MARBIZCE o Mo g0l P Yubsol HEfoln KA SoiZHo| HHe ME Lol
WOl }olot Aol 7t 7“-EF1' WX 90| S7IZ5 BID 7t  ZHFEL JHF A R HAP} sixs| 2 HHHO|CL IR
ZHECh= A= 2 9| JHEE X|X[5t= Zu7t EICh MAGTE AR CRZ0| Al A-CIEHE FE0H ¢f2 O[83ICt Ofzho)
Hzsiol BID Of ¥ O Ho= ltiEls YHe #HE  Alo] SiElofis <Tabe 350 50| XN Mol KASICH B
SHEsZ TSI IFHRNE SHOIARF AHE XA xRN £~0l2 =P Mo AY-S=¥ ®mEO| 37|7 20 O[5t
A XA|HE DH0| EESIUCE S hal 7o) A= BEO0I|A MQISHIICt
QINHAE HS| SR SHHO| AR t+1 AE U=
tAIO 2 It ASALES;q1_q3s  ASALES; g,

SEESE 2|09t IpM~S2| KO|BTDCt KA, 2A 0192
BOIMKIYTE=0|9, MMA52 FEMMASS O[E3IRACE of7|A
TS 71”2

BIOIMHIZO| O|HHRINKY SHAS

[

AARi,t = Qg + a,

AASSET,,, T “2p4ssET,,, it

SHiESRE MHATON BSHOR 08
(haiz et ol 2019) 7| 4} RTB= RHAESAO RIPRIE 3 3o = 7|
AT} DKl B2 SHONE Bajpiol THeIS 7t0] Fofst

BAZE RRIEE RISt aAt ZSSHACE 7| UHEE &



42 Sangkwon CHaiyeon YOO / Journal of Industrial Disribution & Biness Vol 11 No 4 (2020) 39-46

o]
]

P = ATL0M 0K 22f5HA| Rot 0| Feks SHe 5 AT
244 QUCKBecker, DeFond, & Jiambalvo1998). FA{H|Z(EV)2 OFY g1
HE 7|YEEE SHotAA 2 A0 ZESIRACHCha & Park, 2020).

=

e ne

Table 3: Variables Definition

AAR;, Accounting receivables growth

AASSET 4, Average total asset of t-1 and t year
ASALES; 4 _g43 | Sales changes from*lo 39 quarter
ASALES; g4 Annual sales changes in the fourth quarter
E Residuals
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Table 4: Samples Distribution

year C F G J M Total
2003 143 13 11 0 36 203
2004 217 17 14 2 42 292
2005 236 20 18 3 43 320
2006 246 19 23 3 44 335
2007 268 19 25 3 42 357
2008 270 20 26 3 38 357
2009 276 21 25 5 37 364
2010 287 19 26 6 34 372
2011 301 13 28 6 37 385
2012 309 13 31 12 39 404
2013 316 16 44 10 38 424
2014 330 14 45 11 38 438
Total 3,199 204 316 64 468 4,251

Note: C: Manufacturing, F: Construction, G: Wholesand retail tra
de, J:Information and communication, M: ServiceasSification is b
y Korean Standard Industrial Classification
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<Table 559} <Table 6>0f FA[SHIICE 7|SEAZS FA[SH <Table

550 EdMean), ERgMin), 1 ARZRR25), S¢lwMdn), 3
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ARERIET79),  E|S M2 HAGIRACE BX,  Z|A0[2d  ZHFX|DREVIQE BID o #HAIE SAHKLE Roloh 2(+)2| 2A008NE
TNASO| XfOl= HHO| 0, XSzt 032 Z[5:gf0] 069 2 LIEFRICE  LIEHRICE Ol MZE AUXHO0| Z7fa+F BID 7} 22 "igo=
HEEKZL 008 2= ZO2 LIEK} HE 7IO| BID7I OIR 2 A4S T/ oojsich 0|9 EX|EH4el ZXHEDIe| A=
2 &= ARACL o2 & ATl BID 2= O T2 711}9} 7|9EZD,  F=AEROA,  HAX  QUEETA), AR QEXIAL
FABIA LIEIRICE A4=0| w@H2 Xgiot 42 3%+ X22(FOR, CHA[AHHR! ARl OREIA7 [Folet 2H+)Q|
Zlgt2 0 Z|H7k2 1 2 LIEKRICE oHE & ogto| 2o 2I71I0|911r HAdE $XHHIE(LEV), TRIK| THH| AJE7HKIBETM), =159
TNASC| KIO|PBID)= HwO| 057 2 LIEIRICE Ol BE&2l &F  BFEEXHVOLR} 802 HHdE HQCt Lol 4EAlRM & £
57%7F A(+)2| BID E HOl= ZHe2 & # ULk M2 H I *O"Wlt BID = (Hel &g Bt 2ot
FOUXFEOREVL 20| F=Fof| opt ZROle ®mEO| 7|7t At ZuE EESIUAL CHS ol CiE2e|H2MS HASHI} ST
BEEEE F2E = ACL} Ol 7HE 7|Qel 1Rl 0|2 H|  oHH, CESHEM0M RHE = Us CESMEY Ot EX=
CHEARl 2t AeCh HEE =AZEORVE Ex0| 0 ZSigfe  2AHEXVRZ &ols 2t M(®) ZHoM Z5F 5 o3tz
014, Z[z=442 -014 2 LIERTE LIEtLt= HE CEs3ME0| ofst k2 2XC|X] =0t BT
ohiH SXHo| Zf ONEcZ [ueirel [JAt At
LIEFSITE X[ SLEVS BH0| F 43%, X|=Z/0| 79%0|A %[ciZf0 Table 6: Pearson Correlation
8% LIEIL ARAIRIS THACZ 3 oIt ZIh QARH ) @ ] & | @] 6| ©
DRE
EEE|ACHCha & Choj 2020). & XA &= FEXHO| HIS(CAPEY2 BTD v SIZE LEV ROA | BTM
0| oF 18% =AdROAZ Gl 3% AMAX ABEETAS of (1) 1
076 0= LIERSTEL B 5 ZAIRIO0| HESIHHOI0l Ao mojor | () | 009" | 1
55%; L‘I'EIJ/T)H:l'- (3) 0.15* 0.04* 1
4) -0.23* 0.01 0.10* 1
* * *
Table 5: Variables Definition ©) 017 0.06 0.04 0.00 !
; (6) -0.04* 0.01 0.11* 0.22* 0.09* 1
Variable Mean SD. 25 Mdn N5)
(@) -0.01 -0.02 0.11* 0.11* 0.02 -0.0317
BTD 00 008 002 000 002 ® | o002 0 0.18* | -009*| 002 | 0.10
FBTD 050 029 02 050 075 9) 0.03* 0.01 0.35* | 0.17*| 0.057| 0.15*
PBTD 057 050 000 100 100 (10) -0.18* -0.03* | -0.27* 0.29* 0.05* 0.18*
DREV 000 004 o 00 002 (11) | 0.08* | -002 | 045*| -0.13*| 001 | 0.16*
* * *
S7E 657 145 2556 63 2731 (12) 0.10 0.00 0.23 0.02 0.07 0.02
(7) (8) (9) (10) (11) (12)
LEV 043 019 028 043 057 CAPE
% RSRV BETA VOL FOR BIG4
ROA 003 013 004 006 012
(7) 1
BTM 108 089 052 081 130
(8) 0.00 1
CAPEX | 018 013 008 015 024 ©@ | o005 0.03 1
RSRV 003 006 000 001 (0107) (10) -0.05* -0.14* 0.35* 1
BETA 076 037 049 074 102 (11) | 0.05* 0.23* | 0.10* | -0.19* 1
VOL 048 018 035 045 057 (12) 0.09 0.11 0.14 0.05 0.22 1
Notes: * indicate that the estimated coefficients atatistically signi
FOR on 014 001 004 015 ficant at 5% levels, respectively.
BIG4 055 050 000 100 100
4.2. ChE3|1H N
<Table 6>0ff HMAIEl IojE MEtptA= T B4 7ko| Chest
AMTEAE LIERH Z{O|Ch ZHASH AT HAIR Qslo] Sabiaz
SRS Lt ZOICh 2idet Zit HAIS SPlol S48 e 7501 B 0imi0| JHSS ZUEs 2 LIEICH <Tabe
AESIRAE BID 4 7iX|= BT O|3IK| Q41 H&EH=Ql BID 9 . .
R 7>9| o= & ATl ZHE MASIRD 2RI 22 2F
AUt Ol B 2 gijo] B0l XE ox
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nefeh 2o Zuolch 'O HA[GH Zik= fim-year dusteing o
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ZEA5ad RI2) 2 SEH7H 20Ol 8
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Table 7: Regression Result

BTD;¢11 = Bo + BLDREV,, + ,SIZE;, + BsLEV;, + B,ROA, +
BsBTM;, + BsCAPEX;, + B;RSRV,, + BBETA;; + BoVOL;, +
B1oFOR;, + B1,BIG4;, + B1,BETA;, + Y YEAR + L KSIC + ¢,

Model (1) Model (2)
Dependent: BTD Dependent: FBTD
Coef. t-stats Coef. t-stats
Constant 0.153" (-4.21) 0445 (341)
DREV 0.148" (4.86) 0227 (2.03)
SIzE 0.008" (6.40) 0.007 (1.56)
LEV 0.019 (-14.62) 0057 (-11.91)
ROA 0.059" (10.89) 0.157 (8.16)
BTM 0.004 (2.33) 0.035 6.22)
CAPEX 0.031" (-267) 0.054 (-1.32)
RSRV 0.048 (212 0.015 (0.19)
BETA 0.890 (2.13) 339 (2.26)
VOL 0062 (-6.42) 0174 (5.05)
FOR 0036 (-362) 0078 (2.15)
BIG4 0.008 (247) 0.016 (1.45)
YKSIC Included Included
>YEAR Included Included
adj. R 0.151 0.066
FZt 19.499" 8.306"
N 4251 4251

Notes: *, ** indicate that the estimated coeffiderare statistically
significant at 5%, 10% levels, respectively.
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