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HIZEARAR] 220 SJste] ZHARRIS] Z)/Ado] A= erte] that Ba AFAT-ES AF ool st ¢
89 A0l JEAL Q3T 58] ezl dEe] GTES MIAANLTL 2ARIS] S5
FIFE HA I Ytk FAE 2 F fle AoE Y gith
T, of2l3t AYATEL 71 RA R FARS WAL, 8ol AR el Abojol A
F A= WA A (endogeneity)(Antle et al., 2002)S HAIZ O Z WEstA] Fho2H A+ Aol He7l Yel
e F Utk =Y HIZARAR| 20 oJste] ZRARRIS] Z3Ado] AsiEntt stejgkE 7] ZIdAM T2
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AR Be A 5402 A ALd. 18y 7 Xl-t e 2 2pAle] AR o]
o e} AFARE AL 7S 2 HEE QA NS A ARG TR AL
2 Aol ofste] SHHETE webA AL A ]s o] A& TEEE]A}\E Aol s Al 7213
Al AHdo] o]gA A&H o2 WS ZVERE ool A7l Aotk

AARIS] AP Al 7%= skt oA 7P 8% AAEAS TARISY =
o} ZHARI0] AEZFEA 9] AAAR] SY6AS AT 7 1 A1 s
A Zata ow] EA ko] o|od FAsHAl Hrt.

olefgt ZARRIS] ZYA A st A TS thide] HaL Qv AL ZARRIe] FZRARICNA
AP E] 229k BIZAAH 225 Tl Algate 79 HA RIS 584d0] fA2 A7t

Ao @A WA H 2= 7‘4"‘«1 Q7 oA -7 viFe AAA8EL =l olFA A
HelA o BIZ “\WH 7F 248 Zk= Aol tiste o3 520022 TAAHI A E w2 4t
AR A Aol = ‘Sb"’_ I E—’Fﬂ S8 HH, v H 2= FHF A} o] B YAANA

&5 drjH oz E—rﬂ FOoH 150 Mol a7HoR IAMET} Heol hA] -9l
7] wjEolgtar AHstar Slck
Al oA TIEARIC o7 HIZAHI 2] HFo] Fa3%F A¢ 2 H
FAE  devtolth 1990t FHHRE] vl=-3 HIRSt] A AAIA o2 et d¥e 24
ARl ZARRLY] E5/do) tiste] ARl AA ARl #AS B dozion olHd dqle 2o
= BAIATL dold a3 A syt LA o v A H| 2k EEo] YREE O
2 2o Aoz Bt vxdt fEjuetellA FUAAARIC o3t vIAMRI =S HAlEtE = &
219 vE o]Yd Wg-s Wgse Zlojt

ojol] whe} A= HZAAR] 20 ofste] ZRARIS] FA 0] AsE vt e B2 AFATE
o] sslo] gt 1 Ashe 2% Selieke) ATl thae) Aol Holw itk 9] MY
AT HIZAARIZTE A1) S ARtk 23S AASHE AT(Frankel et al. 2002 ; Dee
et al. 2002 ; Raghunandan 2002 ; Swanger and Chewning 2001)2} W2 7FAIQ1S] ZAdo] §)&E]R]
0= AHE AAISHE A7HDeFond et al. 2002 ; Craswell et al. 2002 ; Chai and Jubb 2000 ; Chung and
Kallapur 2001 ; Ashbaugh et al. 2003 ; Antle et al. 2002)§ 371] ?E—%E} e sEuEt e
AT B 27} A1 S0 e ML Jve SAE Fe T jlde dud 2
e Hol Fa UkelHE 5 2002 ; HEY ‘é 2002 ; BFY T 2004).
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ol2gt Ao Aol tfste] B A= vzt %ol diste vt 2 F 7 #
ol v AAE] 220k AR S] R4 Aolo] BAIE Bt WEshA EAstalat gtk

A, Ande et al. 20020 oJ3FH AR, BIZALR S D8]0 A RFA Hg N2 skl AEA
O Z(piecemeal) AR E = Zo] ollz}t A=A o= @@%Wjointly determined). &, ARG HIZA}
Hapol] FaFe HAARE Tl BIZALE S A ARl JFS A o]2]3 WA= AR
o} AFFA B WAL e} A 7R B Aol A & yehdths Zlolth e E £t

AL gEuEte] APATFEL o5 Mg Abololl EASH= A /d(endogeneity)= A Z 0.2 1125}
&2 A G<=s] AR ST A A g ol Al JFE mXva B ATE FHsATh
webA, APATe A= ol AES BAIRE $oll oA sfAE Zart Aok

EA, Larcker®} Richardson(2003)& ZHARIS 7R 72 FASH= sl AL AR Q145

I HIZRARA R 220) ZEARRLS] YA Atolo] BAIE BAISITE B4 A A BE FollA 719A
w7z ol oFgk 714l tisiAIRE HIZAMA HI 27 ZRARRIS] ZAS Aallete o ® U
o} o]2f 3t A= RIS HIZFAAE] 20| ofste] ZFARRIS] ZRA] ATt = 3
PAM TR FEo] B 7199 Avols 12T Aol BEHA de T
o|ZHE] o B M Aol HIFARA NI 2T} AR HYAE S Adfste SAE
Aol gk dHo] 7hsalzitt. mebA, HIZARA H|27F ZRARRI Y] S Aol wA]=
wA87] HiAE Z1gA TR 9 BAE Bevt dRols fEivete] AYdATES ol
& 719A T 2] TS HAH R FAEA XstGith

ol gol ANTH= Fejuete] ARAT-SL FAES, WA, 18]l A Y Aol
off 2A3h= A8 d(endogeneity)# 714 ANT-22] Wk ASHATE wheEbA, BIZARAHI 27} ZRAL
e FHAS AslstA dethe eyt "*63 TE LRHAQl A= follA dud #-
HEE Alolg 1ﬂ”%‘H(endogernelty)J*} Z1QA T ZE BAIGE $o A A A & AR #
cE T mEbA, B AT 7R A HAe ‘317”\}/‘1‘3]’\9} AR ZHA Alole] AAIE A8t
= ZOARE 1 Il A AR HIZARR S, Tl A ] DAY Afolo] EAjsE WA
(endogeneity)Z} FA0l 7GR M FZ2] FEFS FAlstA SFHTE IHEE B AFE BIZAA Y]
229} A1) E]43 Atolo] BAlC tigt APATE0] 2w AHE A BE 53| = Ao
E 7| ol AFA o7 v A HI 28 ALY R4 Ato]o] Al tiste] Kok At
A A & Zlelth
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A7 g HoErh a8y, o ATET gl BRI HI2TT AL Sl FEF
< FA @S B = d7E0 Aok

DeFond et al.(2002)& Y ZARRIO] AA|Q o 2R e TR FollA HIZFAR 7} 2}A]
sk vl 2RI A&7l #& B DAl AS EWske AT Alole] BAIE 48t
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ZF g Aololl WA o= EAjeks ol HolA| W BAIE Aot 2R X37] de
)l Zo g okt

Antle et al.2002)°Y &JSPH ZARRE HIZAR S T3 ARFE @Al Ako]dll= WA A(endogeneity)
o] ZAstER & AT E FHFE AR} HIZARR SR FESIH. oo wet & ATs
IAFEAY SAAQ AR eL BIZALR S, Teal ZARIe] YA A Aapt wH =
AFA A Bolgl= 3712 A4S A H S endogenous variables) 2 B3 o] & HEEol tjste] 74
3 AgukA A Esé(simultaneous*equation models)®l] 3SLSE A -g35Fo 2R H|ZFALA R A7) A A I
Yol mIAE G gofetal o] ZRE] RIS ZAdo] AstEEAE £A7Th o] o, HIZEA}
AMu| 29t ZHARIS =4 Alelolle 7GRl T2t dFS HIZRITHE Larcker®t Richardson(2003)€]
A wgste] ZgAl TR FEs UEhlE HE TR o] W, Z19AM TR
w3 22 F A WE sk A, 1gAET R Fel G FA
ofe] 77 el oS BT sk A2 A9 BIFsg dolBR o] ¥ T
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g Aok, wEhA, BOARDINDE AMi7-28] Ee MAdA7IE 8AE9 HEAZ AHSIA
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3o Tfoi ol tigk TS 2HoNA 1283 o U BOARDINDS} HAA7E 4291 Hol 229
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. A743A

Larcker2} Richardson(2003)2 4 E Jones 0l APAFoA AzFH @AYl A X9} JTATA
g 7 A0 YA WS 7h5k] DAZ SR, S, Z1%l0] ARST Qe A4 %
Aol AaLatrte] ST H=H ol AdtH oz NS, TN F7F= YEhuA €
CHMcNichols, 2002). THHA, DA A 71919 A7l meh yehus B4 F28 A8 @<
73 o] AN HFFAY 7137 Al Akl o3t WY O T FEE O] DAY EIEHOEA
DAYl SALAE op|AXIT B3L 7149 At SR AF DAY A expt AT b
Ao AAsH FUteke Ao E I A AThDechow et al.. 1995). ©]o @} Larcker®} Richardson
(2003)2 A= Jones 2o]| 719 At gk XX Z MTB(market—to—book)<, 71941l ot
SAAZ F7)9] YPLFOoZREY FTREHCFO)E F7I8Ie] DAS AT £ Ao e
Larcker®} Ruchardson(2003)©] ARE-SE ol whe} DAS A3t 22 DAY & E¥o|t}

TA z't/A 1t—1:[30(1/14 ,-t,1)+[31(ASALES «— AREC )] A 1t—1+[32(PPE n/A 1t—1)

+B4(MTB ) +B,(CFO ,JA ,_)+e, M

o TA, ARG i8] AR TR (=019 —CrO)

A, CEZAIY 9] 1R AT

ASALES , ARG i AR wEY HMEE

AREC , 974 9 od= mjEXd HEE

PPE,;,  9ZAPIY i8] 0d =2 ARt

MTB , Y7AIY 1Y A% market—to—book ratio

CFO , HAIY i e YRBFLERE Y HREE

€ i R

A 2] ()94 LR A e 2 ZHE 09 Jones RHE AAD AEE ol §3e] DAZ
SHSAY B ATFE A2 A%OR ATE-AY YUARHE Foo] DAS FH3ANUC

2. A4EY

Antle et al(2002)°] AAISFITO] FAR S, HIZALE S 2]l A7 dAge Abojol] WA
(endogeneity)’} EAISITIH o] & Alole] TAIE B3] s A-EWHY E¥(simultaneous—
equation models)©] 283}t
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olo mel B AT ARG, BIAIE S TE|a A EAA)S YAES endogenous
variables) 2 8L AP AT A ARG, HIZALRS T2)al A7 dAdde)] 74 IS v
Ao Z Yehdt HEES =79 (instrumental variables) 2 31o] Th2-3 728 APWAL] 2gS T4
SEATE o] wf 71 JA 20| el whet HIZEARAR|27E ZHARRL e ER Aol WA=
ZHE Larcker®t Richardson(2003)9] F78-& Whgste] 7 A7 2 ¥4 HFES 57
ol Zekskait

LNFA ,=a,+a,(LNNAF ;) +a,(IDA ,1) +a4(DR ;) +a (LOSS ;) + a;(MTB ,)

+ a4(OPINION ) +a,(SIZE ;) + ay(FRN ;) + a((INVREC ,) + a,,(ROA ,)
+a(BIGAUD ;) + a ,( FIRST ;) + a s (INDSPEC ) + o ,,(MAJIOC ,)
+a,,(BOARDIND ) + z‘,ls L(IND) + ¢ , (22)

LNNAF ,=B,+ B,(LNAF )+ BIDA )+ B,(DR )+ B,(MTB )+ B(OPINION ,)
+ B (SIZE )+ B,(BIGAUD )+ B4 (FIRST ,)+ By (INDSPEC ,)
+ B (NAFWTF )+ B, (MAJIOC ,) + B, (BOARDIND ;)
+ ,218 (IND)+ ¢ , @b)

|DA || = Yot yl(LNAF o) +y2(LMVAF PEs Y:%(OPIMON&) + M(SfZE o)
+ YS(FRNI-,) + y6([NW?EC 1.,) + Y7(BIGA UD I.t) + YS(F[RST I.t)
+y,(INDSPEC ;) +y,,(IDA ,,_ )+ v, (MAJIOC ,) + % ,,(BOARDIND ,)
+ glsj(lz\@j) te, 20

3) & AFIAE AFA Wle] Hrhgke ST AFA WAL o] goluh 29 e M 5 Y
o Aol 1 Arigtel Atk Z1e el Yol o) Yol E ARl HYY AR ogzAo
A VehtgS olRlsh Zlolth, &, vz Ik ZAIS) SR Alele] Ao tid AFolA A
5 wele] 3 F50 2honl B 1 Aot wol FASHTE AF S0l T A9 vAA
o elsto] ARele] S0l AshEa olol met kol AR WAUo] Lhehbs ERAEMY WU S
o A Wdo] Vehhs EEEEDo] Urka PPSAAFA wdo] Ueihs A AREoR
5T F YOBE BFHOR AR BERS] | AR HST Zolth, Wk T Bo| &3 US
F7h HIg A WA ] Arigho] WSStk F ERS U3 A ERol il A wayee] B
£8 02 H49 A 892 D0 AL] 9l B4} piLie] ol B) A2 ALl B A9
2 el uig Ao Slste] G WA gk A UERA B 4 QT e, ARES BE
o thate] Arhzke s B WAl 20 o3 Fgo] Bt T2 Aol
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® 0.0000  (0.000)  (0.000)  (0.311) 0527 (0.000)  (0.000)  (0.921)  (0.000)  (0.000)  (0.986)  (0.000)
FRN —0.010 0068  0.092" —0.002 0.011 . 0.034 —0051" —0059"  0.024 0011  —0020  —0.009
® 0731) (0022  (0.002) (0933  (0.710) 0244  (0.080)  (0.048)  (0422)  (0.706) (0492  (0.761)
INVREC  —0.153"" 0760 0290 —0.047 0.894™ 0017 . 0.236™  —0.010 0.219™ —0.151"" —0.040 0.059"
@ 0.0000  (0.000)  (0.000)  (0.107)  (0.000)  (0.545) 00000  (0731)  (0.000)  (0.000)  (0.170)  (0.043)
BIGAUD  —0.010 0316™  0.134™ —0.023 0.266™ —0.068" 02227 . 0.011 04677 —0.061"  0.064" —0.006
0.737)  (0.000)  (0.000) (0425  (0.000)  (0.020)  (0.000) 07000  (0.000)  (0.000)  (0.000)  (0.833)
FIRST 0045  —0009 —0073" 01367 0003 —0.0717 —0.004 0.011 . —0.036 0.052"  —0.002 0.023
©) 01220 (07500  (0.013)  (0.0000  (0.931)  (0.015  (0.882)  (0.701) 0223 (0074  (0947)  (0431)
INDSPEC  —0.071"  0206™  0.124™ —0.023 0.156™ —0.016 0.174™  0509™ —0.018 . —0.037 0.052" 0.041
) 0.016)  (0.000)  (0.000) (0433  (0.000)  (0.585)  (0.000)  (0.000)  (0.551) 0204 (0079  (0.165)
|DA_ 1| 0.170™ —0.130™" —0.044 0058" —0166™ —0012 —0176" —0067" 0042  —0.088" . —0.081""  —0019
o 00000  (0.000)  (0.131)  (0.047)  (0.000)  (0.679)  (0.000)  (0.022)  (0.157)  (0.003) 0.005) (0516
MAJIOC =009 —0009  —0.104™ —0068"  0.030 0.007  —0.028 0.061"  —0.001 0.121"  —0.086™ . —0.026
® 0.0000  (0.761)  (0.000)  (0.0200  (0.316)  (0.815)  (0.349)  (0.037)  (0977)  (0.000)  (0.000) (0.381)
BOARDIND —0.030 00757 005" —0.016 0.080™"  —0.017 0.036  —0.024 0.030  —0.004 0.005  —0.004 .
® (0311)  (0.011)  (0.085) (0588  (0.007)  (0.557) (0214 (0408  (0.305)  (0.885)  (0.860)  (0.884)
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Qle] EYPA ol J&e n|x= ATt FEHR Y= Larcker9}t Richardson(2003)9] I A5 WHg3slo
342.%}71 ] MAJIOC7} i AS=2] MAJIOCS] F9]-H T 31 5ol BOARDINDZ} 1 Z¢ <.
o Zod 19] ghs, o™ 09 #E Ze OuiSE o] &8t ZgAMTRY FEE FAIS
7352 SLS°ﬂ o5k Aot}

A INAFS] AT A 209 @)NA 22 0.134(:=2.90)7 0.088(t=2.93)2-2 1% T <
Al o @& UERHIL Stk ol ZAMESTE 2 739 AR SZARHRICNA $452 TFs Aol
AAA AL o]o] W} |DA|E HASHA FAI5HA] %@E}c A& onlgtt. J2u, INNAFS] Alee 7
ZF —0.0005(t=—1.28)3} —0.0003 (t=—0.93)2-2 SAZ O Z {FolAHo|x] ¢k Aoz e}l Utk

<(E 3> MAJIOC2} BOARDINDZ 7|YXHf+ZEX4+E EFT EF

S48 5=(DA| oLs (2c) by 3SLS (2c)) by 3SLS
B H= t—2k H= t—2k A= t—ak
Intercept 0.115 (318" —0.885 (—253)" —0.539 (—2.38)"
LOWCG - — — — 0.169 (0.70)
LNAF 0.0002 0.07) 0.134 2,90 0.088 293"
LNNAF 0.0001 (0.42) —0.0005  (—1.28 —0.0003  (—0.93)
LNAFLOWCG - — — — —0.010 (—0.69)
LNNAF*LOWCG — - - - —0.0004  (—0.40)
OPINION —0.009 (—1.09) —0.003 (—0.20) —0.006 (—0.58)
SIZE 0.001 (0.58) —0.047 (—2.78)™ —0.030 (—2.78)™
FRN —0.003 (—0.52) —0.024 (—2.15)" —0.016 (—1.90)
INVREC —0.004 (—217)" —0.009 (—2.76)" —0.008 (—2.82)"
BIGAUD 0.005 (1.74)" —0.009 (—1.39) —0.004 (—0.86)
FIRST 0.002 (0.46) 0.003 0.65) 0.003 (0.66)
INDSPEC —0.016 (—1.83) —0.040 (—259™ —0.031 (—2.6)™
|DA-,] 0.104 475" 0.071 211" 0.099 (436
MAJIOC —0.015 (—218)" 0.018 (1.19) - -
BOARDIND 0.003 (0.34) —0.004 (—0.37) - -
Industry Dummies x3t >3
adj. R2 6.12% - -
System weighted R2 — 71.67% 57.74%

1) e ek ow= ZVZE 195, 5%, 10% oA o H) (FEAR)
2) E&19)4 LOWCG=MAJIOC>(median of MAJIOC)®] 1L BOARDIND<(median of BOARIND)®] ™ 1, o}L® 0
3) ME Ao <& 1> Fx
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<% 4>F HW CGIZ Prinl, CGIMED, G 5& 27t AHgg BE 790l oA LNAFY Ald+
0.274(t=3.43), 0.247(t=3.62), 0.251(t=3.99FA 1% FFNAH F2ZQl do] oz <& 3> FY
g A9 B 31 Itk 28y, INNAFS] Alg= 2 cGroll tidked —0.002(c=—2.40), —0.002(t=
—251), —0.002(c=—2802%A 23]¥ |DA|% & HAE Z+= ZoE yehtal itk wEbA,
INNAFS] A7t o8& 7HAA B3k <3 3>3 <3 4> 9] A= vz H 20 e} ZHAR]
o] ZgAo] A3HA YErhs AL Yuldit} <E 4> A SIZE, FRN, INVRECY] AFE 5% o]}
of FEollM FYAHQ 9 e Holi ol <x 3> YT AHE Ho Fi YTk,
CGI=G 5% 7% INVRECS] AlFTHo] 0.012=2.69ZA4 FJ2 &) e zh=th. I8, <&
3> 2y <E 4>00A4 DA |9 AlFe FrolFelA & ZoE YEehdt

<X 4>°)|A4 BIGAUD®] A= CGI=Prin1¥} CGI=CGIMEDS! 7% 27} —0.022 (t=—2.08)3 —
0.019(t=—2.02ZA |DA|9} &2 BAE 2= A2 YUER} |DA|S} BIGAUD Alole] TAE H
FA B3 <F 3> OE A4S B F1 Utk <F 4>9 A= BIGAUDY A 5 724+

FAE st} |DA|E A AT Aol A} A5 Aot

<E 4> CGI9l 0|2 (3SLS)

S&H=(DA| CGl=Print CGI=CGIMED CGI=G_5

R Al t—ax Al t—ax Al t—ak
Intercept —2458  (—3.24)™ —1949  (—33D)" —1.680 (=374
LNAF 0.274 (343" 0.247 3.62)™ 0.251 3.99™
LNNAF —0.002  (—240)" —0.002  (—251" —0.002  (—2.80)"
OPINION —0.001 (0.05) —0004  (—0.20) —0011  (—052)
SIZE —0075 (=333 —0076 (=354 —0.087  (—384™
FRN —0.050  (—2479" —0.044  (—248)" —0.034  (—229)"
INVREC —0.016  (—2.85" —0.015  (—2.90)" 0.012 .69
BIGAUD —0.022  (—208)" —0019  (—2.02)" —0.004  (—0.50)
FIRST 0.006 0.75) 0.006 (0.84) 0.006 (0.83)
INDSPEC —0.068 (=257 —0070 (=270 —0.074  (—2.94™
|DA | 0.057 (1.12) 0.053 (1.12) 0.045 0.98)
CGI —0.014  (—3.02)™ —0.093 (257" —0202  (—287)"
Industry Dummies x3}t x3}t X3}
System weighted R2 77.50% 76.30% 76.67%

1) s sk k= ZEZE 19 5%, 10% A FdY (FESAA)
2) A9 Hoe <& 1> FE
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RO 2 <3 4>ol| A & 7HA] FEENSE A= CGIZ AREE Prinl, CGIMED, G 59] Al
o] —0.014(t=—3.02), —0.093(t=—2.57), —0.202(t=—2.87)FA BT 1% F=oNA F2lZ2l &9 %k
< Zhethe Aottt ol Z|PQAMITFR o] Bold s AR o] AT Fo]a o] we}
AGAre] Aol 2g |DA|E ZaT Aclghs d gy YAshs Adjolth

<E 4>94 3 74A FEEEE & CGIE Prinl, CGIMED, G 5 5 o1= A& AMgslo]x o
A} 2A SEAA] e Zolt) o)A B AFol|A AFEH Prinl, CGIMED, G 57} CGIOH
o3k Zﬂx]i = 1,1;1]7]. mq.lz 7/4\% 1,}5].14] u:] 7%4.%4 o FZ H| 7]—/\}A~1]:] 29} 7L;\}o],] E%H /\}
ole] FA PR FEI} A= G HAsHA SASL At AL gt

Tl <& 3>9] 2)E oske 9 71gAT R FEE %L%i—%}% TS o] 83t 7]
GANTZ7}F WA R 220F ZEARRL Y] ZY Ao PIA = F3E £k Stk o]o wef, /i 7]
9] Prinl, CGIMED, G 57} Prinl, CGIMED, G 52 F9gHtt 2om 1(LOWCGI=1), °lYH
0LOWCGI=0)%] #< Zt= TrRsTE o838t F7HEM S T8It <& 5> 1 dijelth

o) r°*‘

B 5 o 7HA| 7I™AHFEX|42] 0]F (3SLS)

S&H=(DA| CGl=Print CGI=CGIMED CGI=G_5

= A% t—at Al t—4t A% t—
Intercept —1879 (—3. 68)*” —1.697  (—3.32)™ —1.703  (—3.33)™
LOWCGI —2.585 (—3647)" —1.564 (—15. 60)*” —0.688 (—13. 64)*”
LNAF 0.256 3.93)™ 0.233 (358 0.235 3.61)™
LNNAF —0.002 (—2.70)" —0.002  (—2.46)" —0.002 (—2.35"
LNAF * LOWCGI 0.150  (35.33)™ 0.090  (15.78)" 0.039  (14.09™
LNNAF * LOWCGI 0.001 Q7™ —0.0002  (—0.29) —0.003 (—12.29)"
OPINION —0.006  (—0.31) —0.005  (—0.26) —0.007  (—0.36)
SIZE —0.088 (—3.88" —0.079 (—3.48)" —0.080 (—3.54
FRN —0.046  (—2.66)" —0.041  (—2.36)" —0.042  (—2.42)"
INVREC —0.013  (—2.63)" —0.013 (=276 —0.013 (=273
BIGAUD —0.024 (—2.54)" —0.018 (—1.97)" —0.019  (—2.07)"
FIRST 0.007 (1.00) 0.006 (0.73) 0.006 (0.84)
INDSPEC —0.073  (—296)7 —0.069  (—2.80)" —0.068 (—2.75)™
|DA | 0.047 (0.98) 0.045 (0.94) 0.040 (0.83)
Industry Dummies x3}t x3}t X3}
System weighted R 76.10% 75.45% 75.31%

1) ek oaw= ZVZE 19, 5%, 10% TwolA A %%—7 %)
2) LOWCGI=Z 7| QA FZ2A 57} L SR 2o 1) ohyH

3 UelA o) Aele <® 2> 3%
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LNAFS] AT 27 1% TFA oA o #L 7™ INNAFS] AlFE 5% olste]
o] FoA 29 Fs ZETh ole <E 4>¢F FYS ZFolty Egh SIZE, FRN, INVREC,
BIGAUD, INDSPEC®] Al <3 4>¢} A 07 FUsHA yepal itk 53], cGl=G_ 5% 7
INVRECS] A+ <E 4>04 FZQd ko] oz YepdAw <& 5s>olA+= CGI—Prmer
CGI=CGIMED?! 7Z-9-9} FL3HAl 22l %94 FH—0.019, p=—2.73)% Kol It}

<3 5>°4 ANAFLOWCGDS] A= 22 0.150(6=35.33), 0.090(t=15.78), 0.039 (t=14.09)24]
1% TFANA FAQ] 49 & Hola lE} oJAL Z|QA TR FFo] W g RS
o] A7)0l wpel ZARIe] E@Ao] A3lEo] |DA|ol Tt FAl7F AAs A o] oA A et
A& ougtt I3, AINNAFFLOWCGD 2] Al CGI=Prin1Q! A5l 0.001(t=2.7)ZA 1% I
FAlA FoAQA &Y S ZEAT cGI=G 5% AFollE —0.003(c=—12.29) 24 HIE {241
9 e 7= AoZ Yeha ok T3k CGI=CGIMEDS] 7-%-oll= 1 AlE7F —0.0002(c=—
02924 03 22 2 A2 Uehtar Qlek oo Ad= INNAFY] 7 7|22 S 2 DA
oF 2o BAE 7HAH AAL ZI19A TR o] GEtAtigte 71EA Q] |DA|9ke] =9 BAVE
A A= Gethe AS rlety AAH o0& v 20l ofate] FARIS] EPA o] A5ty

Ae revhe Ag Re E0)
V. 2 &

A= gevetel A AT Ao A3 AES A ZARIe] SAIZAL 7eE AuE
T3t AeTtell thate] Az &S A7 o] 212 A2 07 HIZHAAH| 20 o]t ZF
A1 E5]g0] Astethe YREARl U502 Uehgth oo mel AAE BIZARAH 2] o3}
of 7RIS S o] AsEertel tiek We AFSATEC] FHE Atk o= APATEY
A= HIZRAAR| 227} 2RI e ZR1/48S Atk A9 Wl E HIZFARAu] o] ofste] ZRA}
19 =y4o] FEHA et q:[Li A FEH I A 2Ey v oY ATt
AR 27) AR e ZY Aol FES AL TE SAE 2E 7 fle 2 oE el itk
Je, olE g APAFES 71 BH 2 HIFARA B 20 9]3}04 A1 Zy Ao At of
Ul A INNAFZE DAl wlA= FEFRHE afstal withE DA7F

UA Fsirh v &0 7”\“1‘11/\73: AFshs TYARIC o3t

of HIZARA B 27} Al3E A9 LNAFSF LNNAF Atololl= 12je] A7 vehd & o=
o] Fiol thellM = AYATEL 1LHE sal A Bt webA, Ay ATE2 LNAF, LNNAF, 1
2|2l |DA| AFoldlE WA A(endogeneity) TAl(Antle et al., 2002)5 HAIZHOE 3R] E3FOEH
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A Study on the Relation between Auditors'

Independence and Non-Audit Services

— Considering the Endogeneity among Audit Fees, Non-Audit Fees and

Discretionary Accruals and the Corporate Governance —

Lee, Se—Yong" - Jung, Hyung—Rok™**

<{Abstract>

Many prior studies investigated whether non_audit services impair auditors’ independence. But
they didn't provide consistent results. Especially, in Korea, most studies show that there’s no
evidence that auditors’ independence are affected by non_ audit services.

However, the results of these prior research are likely to be subject to the bias, because they
didn't consider explicitly the endogeneity(Antle et al., 2002) among audit fees, non_audit fees, and
discretionary accruals. In addition, although non_ audit services might impair auditors’ independence,
the level of impairment can be different to the extent which the firm’s corporate governance is high
or low(Larcker and Richardson, 2003). But, most prior studies didn’t consider the effects of the cor-
porate governance on the relation between non_audit services and auditors’ independence.

According to the mentioned above, the paper is to examine more clearly the relation between non
_audit services and auditors’ independence, controlling for 1) the endogeneity among audit fees, non
_audit fees, and discretionary accruals, and 2) the effects of the corporate governance on the
relation.

The results show that, in most cases, the absolute values of discretionary accruals are likely not
to be increased although the level of the corporate governance is low. These results are consistent
with the results of prior research that auditors’ independence is not impaired by non—audit services
and, in addition, shows that the prior results are not changed after controlling for the endogeneity
among audit fees, non_audit fees, and discretionary accruals, and the effects of the corporate
governance on the relation between non- audit services and auditors’ independence.
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