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<B 4> AFIHd 10] thet 3|F=AEat
AEM,, = B, + B, REM,, + 3,BIG4;, + B, FOR,, + 8, OWNER,,+ (35 SIZE,, + 3, LEV,, + 3,PTROA.,

+B,MTB,, + B,GROW,, + ,\MKT_SHARE, _, + ,, CASHCYCLE, _, + 3, HHI,
+ B3 F_ISSUE, + B,,LAGTA,,+ S IND+ 3. YEAR +«,,

oy A 71 KOSPI A7 KOSDAQ A&7
sl AH 5 t— S| AH 5 t— S| AH 5 t—

Intercept —0.2323™  (—12.11) | —0.1189™"  (—4.74) | —04756™ (—11.76)
REM 0.1317° (22.58) 0.1005" (14.01) 0.1673" (18.95)
BIG4 0.0013 (0.65) 0.0021 (0.76) 0.0016 0.57)
FOR —0.0001 (—0.99) | —0.0002"  (—2.22) | —0.0001 (—0.62)
OWNER 0.0001" (1.94) 0.0000 0.32) 0.0002" (1.69)
SIZE 0.0104™ (10.73) 0.0048" (3.90) 0.0229" (10.55)
LEV 0.0198™ (3.21) 0.0115" (1.44) 0.0128" (1.38)
PTROA 0.1078™ (5.63) 0.1318™ (4.50) 0.0995™" (4.05)
MTB 0.0015 (1.22) 0.0010 (0.60) 0.0025" (1.35)
GROW —0.0209""  (—3.79) | —0.0319"" (—3.28) | —0.0143" (—2.20)
MKT SHARE —0.0650""  (—4.57) | —0.0565"  (—3.39) 0.0686" (1.75)
CASHCYCLE 0.0001°" (4.00) 0.0001°" (3.03) 0.0000™"" (2.48)
HHI 0.0002 (0.02) 0.0305™ (1.74) | —0.0009 (—0.07)
F ISSUE 0.0062"" (2.78) 0.0039 (1.26) 0.0084" 2.72)
LAGTA 0.0510"" (3.82) 0.0642"" (3.25) 0.0449" (2.64)
IND & YEAR B x3 x3

22 F 7,102 3,400 3,702

Adj. R® 0.1621 0.1359 0.2068
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+ B, SIZE, + B LEV,, + B,PTROA,, + B,y MTB,, + f,, GROW,, + 3, MKT_SHARE,
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<B 5> A7UHd 20f Chet 3|F=AMAat
AEM,, = B+ B,REM,, + B,ATS,, + B, REM, < ATS,, + 3,BIGA, + B;FOR,, + 3, OWNER,,

it—1

+ B, CASHCYCLE, _, + B,,HHL, + 3, F_ISSUE, + 8,,LAGTA,, + 3,,IMR,, + > IND

+ X YEAR+e€;,
g HMA 7Y KOSPI A&7 |¢ KOSDAQ A&7
3| AH =+ t—at 3|7 AI 5 t—at 3| A t—at
Intercept —0.2385""  (—7.94) | —0.0861"  (—2.17) | —0.4807"" (—9.24)
REM 0.1362""  (20.24) | 0.1082""  (12.60) | 0.1685™  (16.87)
ATS —0.0003 (—0.14) | 0.0041" (1.57) | —0.0042 (—1.16)
REM+ATS —0.0209°  (—1.64) | —0.0278"  (—1.90) | —0.0077 (—0.38)
BIG4 0.0018 0.72) | 0.0003 (0.08) | 0.0022 (0.60)
FOR —0.0001 (—1.04) | —0.0002"" (—2.45) | —0.0001 (—0.67)
OWNER 0.0001" (1.97) | 0.0000 0.34) | 0.0002" (1.68)
SIZE 0.0106™" (9.29) |  0.0038™ .57 | 0.0230™ (9.97)
LEV 0.0188"" 74| 0.0154" (1.77) | 0.0115 (1.09)
PTROA 0.1087" (5.61) | 0.1247™ 422)| 0.1010™ (4.05)
MTB 0.0015 (122) | 0.0011 (0.67) | 0.0025" (1.38)
GROW —0.0209""  (—3.79) | —0.0313™" (—3.24) | —0.0144" (—2.22)
MKT SHARE —0.0635"  (—4.44) | —0.0561"" (—3.32)| 0.0705" (1.79)
CASHCYCLE 0.0001™" (4.09) | 0.0001"™ (3.16) | 0.0000™ (2.57)
HHI 0.0001 0.01) | 0.03317 (1.89) | —0.0008 (—0.06)
F ISSUE 0.0062"" (2.76) | 0.0038 (122) |  0.0085™ (2.75)
LAGTA 0.0507"" (3.80) |  0.0640™" (326) | 0.0447™ (2.62)
IMR 0.0025 0.27) | —0.0117 (—1.02) | 0.0029 (0.20)
IND & YEAR R 23 3t
wn | ATS Tu 714 1,388 760 628
T ATS vl 7] 5,714 2,640 3,074
N A 7,102 3,400 3,702
Adj. R’ 0.1624 0.1376 0.2065

(1) IMR=2] (2)°l 93t %4 Inverse Mills Ratio.

IMR ©]9]e] e

(F2) =, **, xxxs= o

(573) t— @2 2—way clustering®] Wk
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E 6> 23H 770 oigh 2| EMZE 0

AEM,, = B+ B,REM,, + B,ATS,, + B, REM, < ATS,, + 3,BIGA, + B;FOR,, + 3, OWNER,,

+ B, SIZE, + B LEV,, + B,PTROA,, + B,y MTB,, + f,, GROW,, + 3, MKT_SHARE,

it—1

+ B, CASHCYCLE, _, + B,,HHL, + 3, F_ISSUE, + 8,,LAGTA,, + 3,,IMR,, + > IND

+ X YEAR+e€;,
<Panel A: 77t 2—1of tht 3| HEMZADE
s M 71 KOSPI AHH7|¢ KOSDAQ A&7
S AH t—ak [ HA T t—at 3 AH 5 t—ak
Intercept —02427  (—737) | —0.0725"  (—1.63) | —0.4926™" (—8.83)
REM 0.1365™"  (20.23) 0.1089""  (12.70) 0.1676™"  (16.80)
ATS 0.0055" (1.49) 0.0064" (1.69) 0.0034 0.42)
REM#ATS —0.0453""  (—2.75) | —0.0324"  (—1.86) | —0.0376  (—1.15)
EA T i 23 x3
=
. = ;;Tj odATS 467 317 150
& | ATS H]7) 71 5714 2,640 3,074
A 6,181 2,957 3,224
Adj. R’ 0.1644 0.1427 0.2036
<Panel B : 947171 2—20f Ci3t 3| HEM A P>
o MA 71 KOSPI AHEH|¢ KOSDAQ A&7
S AH t—ak 3| HA T t—at A5 t—ak
Intercept —02016"  (—7.46) | —0.0857"" (—2.32) | —0.4241"" (—8.77)
REM 0.1379™  (20.42) 0.1094™"  (12.68) 0.1707™  (17.12)
ATS —0.0079"  (—1.99) 0.0025 (0.44) | —0.0122™" (—2.33)
REM*ATS 0.0095 (0.40) | 0.0152 (0.37) | —0.0134  (—0.44)
AT x3 i z3
. #E ;;fjﬁATs 411 156 255
| ATS BF 719 5,714 2,640 3,074
A 6,125 2,796 3,329
Adj. R’ 0.1664 0.1415 0.2067

(FD el g Hole < 5> F=x
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The Relation between Accrual -based Earnings
Management & Real Earnings Management,

and Auditor - provided Tax Services

Heuikyu Kim™ - Seung—Myo Shin**

<{Abstract>

Although it is possible to expect that a negative relationship exists between accrual —based

earnings management(hereinafter, AEM) and real earnings management(hereinafter, REM), an
empirical study supporting this expectation is still difficult to find. This may be because the firm
in need of larger earnings management has both larger AEM and larger REM, and so there exists
a positive relationship between AEM and REM. If it is so, this suggests that measuring the
magnitude of the REM would be helpful in performing appropriate and sufficient auditing. In
addition, many prior studies on auditor —provided tax services(hereinafter, ATS) suggest that ATS
may help to assess whether and to what extent a firm has made REM.

Based on the above mentioned points, this study conducted an empirical study for the Korean
listed companies on whether there is a positive relationship between AEM and REM, and ATS
mitigates this positive relationship to have a negative moderating effect. Test results show that
there is a positive relationship between AEM and REM, and ATS has a negative moderating
effect. And this finding is significant in case the ATS fee is high, but not in case the ATS fee
is low.

These results suggest that ATS may help in assessing whether and how large a firm has
engaged in REM, to have a positive effect of improving the audit quality. In addition, this study
is thought to make an academic contribution by expanding the existing research regarding the
relationship between AEM and REM in terms of the effects of ATS.

<Key words> Auditor—Provided Tax Services, Accrual —based Earnings Management, Real Earnings
Management, Knowledge Spillover Effect, Fee of Tax Services

* Ph.D. of Inha University(Business Administration), gom1148@gmail.com, First Author
#% Professor of Inha University(Business Department), smshin@inha.ac.kr, Corresponding Author
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