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<Abstract>

This study empirically investigates the effect of earnings transparency, a qualitative attribute of
accounting information, on dividend policy. Furthermore, it examines how managerial ability, acting
as the key decision—maker within a firm, moderates the relationship between earnings transparency
and dividend payout.

The analysis was conducted on December year—end firms listed on the Korea Exchange (KOSPI
and KOSDAQ) from 2002 to 2024. Using the earnings transparency measure developed by Barth
et al. (2013) and the DEA-based managerial ability measure by Demerjian et al. (2012), the key
findings are as follows. First, the study finds a significantly positive association between earnings
transparency and dividend payout ratios. Second, this positive relationship is mitigated in firms with
high managerial ability. These results suggest that while earnings transparency serves as a fundamental
driver for dividend payments, its effect is differentially manifested depending on the capability of
managers, who are the principal agents of corporate decision—making.

This study contributes to the literature by empirically demonstrating that accurately predicting a
firm’s dividend potential requires a comprehensive consideration of not only the transparency of
earnings information but also the characteristics of management and their resource allocation strategies.

<Key words> Earnings Transparency, Accounting Transparency, Managerial Ability, Managerial Characteristics,
Dividend Payout Ratio, Dividend Policy
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(Table 1> heteroskedasticity and autocorrelation test

Breusch~P
reusch—ragan Wooldridge test(f-value)

Variables /Cook—Weisberg test(Chi2)
Hi H2 H1 H2
DIV 1703.99" 1694.65 243.453™ 3041.91™
CDI 1743.56™ 1734.43™ 243.982™ 3048.17

SDI 316910.43™ 47305.00" 7.057" 7537.18™
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(Table 2> Classifications by Year and Industry

[Panel A] : Sample size by year

Year Sample size Percentage(%)
2002 614 2.10
2003 718 2.46
2004 803 2.75
2005 853 2.92
2006 889 3.04
2007 950 3.25

2008 976 3.34
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(Table 2> Classifications by Year and Industry (continued)

Year Sample size Percentage(%)

2009 1,050 3.60

2010 1,119 3.83

2011 1,153 3.95

2012 1,208 4.14

2013 1,266 433

2014 1,290 4.42

2015 1,327 454

2016 1,381 4.73

2017 1,434 491

2018 1,494 5.12

2019 1,572 5.38

2020 1,635 5.60

2021 1,779 6.09

2022 1,819 6.23

2023 1,900 6.51

2024 1,977 6.77

Total 29,207 100.00
[Panel B : size by Industry

Industry Classification Sample size Percentage(%)
Construction 983 3.37
Education 136 0.47
Agriculture, forestry and fishing 66 0.23
Wholesale and retail trade 2,553 8.74
Human health and social work activities 19 0.07
Real estate activities 84 0.29
Business facilities management and business support services ; 236 0.81
rental and leasing activities

Water supply ; sewage, waste management, materials recovery 60 0.21
Accommodation and food service activities 65 0.22
Arts, sports and recreation related services 80 0.27
Transportation and storage 470 1.61
Electricity, gas, steam and air conditioning supply 225 0.77
Professional, scientific and technical activities 1,988 6.81
Information and communication 3,088 10.57
Manufacturing 19,131 65.50
Membership organizations, repair and other personal services 23 0.08
Total 29,207 100.00

1) Industrial classification is based upon the fist digit number of the Korean Standard Industrial Classification
System.
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B Q1] AMeE HRe| T4 @S <Table 250] A% 2 A gordo] i}, oju) 4
AERE }%E%&“%%(KSICH WEF 712 A4tk [Panel Alel W2W, 20024
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£ UER = [Panel B]E AW, Aol HA EE2] 65.50%
H)ZS Uehdth 1 52 olo] HHEAY ] 10.57%, Erf X Al
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<Table 3> 7Ma 5o &&3 T 7a A FS A G Foltt. T572 o)
kS Aw ) 2 A SHDIV)S] -2 0.161(16.1%)°] L F37HEe 0.082(8.2%)i &
1 71949 Ggor o] FFETE 2/ UEsth gl FHE FiEE B
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7%, 714 TFE(SIZE)2] HHLS 18.946, F-AH]&(LEV)S] HHF
RIS AT. &N S7HE(SALES_GR)2| B 1H(F7Hah)2 0.089(0.045)2, 3%

Ao A FA e & AUtk AN ENH]&(RDS)Z Fad )]
E(ADS)Z o] 747t 0.026, 0.009= St31 F7HgE2 0.0010] E3ate], the] 7|delA sl
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o} mpAEto 2 9] QI FARARA] - &(FSH)2

45.4%7} BIG4ZF-E HALE W Floz YEy
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(Table 3> Descriptive Statistics

Variables Obs Mean Std. Dev. Min Median Max
DIV 29207 .161 211 0 .082 745
CDI 29207 .160 .209 0 .079 734
SDI 29207 .001 .003 0 0 .032
TRANS, 29207 232 269 .009 .120 1
MS;- 29207 —.00004 222 —1.036 —0.075 0.931
SIZE 29207 18.946 1.414 14.668 18.689 26.416
LEV 29207 416 236 .028 .399 1.174
SALES GR 29207 .089 360 —.675 .045 2.068
RDS 29207 .026 .067 0 .001 496
ADS 29207 .009 .023 0 .001 .146
BIG4 29207 454 497 0 0 1
FSH 29207 399 .166 0 391 1
MOWN 29207 .068 113 0 .021 1

Note. DIV : Total dividend payout ratio ((cash dividends+stock dividends)/net income), CDI : Cash dividend
payout ratio (cash dividends/net income), SDI : Stock dividend payout ratio (stock dividends/net
income), TRANS,-; : Earnings transparency in year t—1, measured following Barth et al. (2013), MS,-
| - Managerial ability in year t—1, measured following Demerjian et al. (2012), SIZE : Natural
logarithm of total assets, LEV : Financial leverage (total liabilities/beginning total assets), SALES G
R : Sales growth rate ((current year sales—prior year sales)/prior year sales), RDS : R&D intensity
(R&D expenses/sales), ADS : Advertising intensity (advertising expenses/sales), BIG4 : An indicator
variable equal to 1 if the firm is audited by a Big 4 accounting firm, and 0 otherwise, FSH : Foreign
ownership ratio, MOWN : Largest shareholder ownership ratio.

<Table 4> & ATol|A AME-H FQRAS 19| o] <&(Pearson) FHTA| FAZANE HoF
W 7he] IAIS AT EY, S SASHDIV)Z A3 g CDD)e] 42

Tk WA F&

FE 099602 1% T2l K +H)e FHBAE Btk ol AT Ee vy o] o
i AFEs FACRE o|FofA 1 S gRlstke Adeltt. vhH F2ug/d 3H(SDI)&
ZH| AT o8 K(+)2 BA(0.074)F B o), 1 ABASF e A3 CDn)T
v w3 mlm|gk Aoz selE g}

T8 SHWSe PG FDIV)S] BAE HED AT, o] fFY4J(TRANS, 1) 0.040, 73
YAFSEMS 1) 00179 ZFAAF7E BRAH, 1% FlFEdA FARCR fFoAd &
(He #AE vetich. A dHCepnTe] B E Fdd 2aE Btk oE o
BEI} FREFE, A FIATH S ZE VIQLFS, 44 7199 il el golAle AF
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<Table 5> 7Md 1S A3st7] Hal o|dFHd=z v daf ke #AE A5 Ad GLS
A 20|t} Model 1, 2, 3& 247} 542 S|4 HDIV), A3 A HCDI), F44)

PSS st E4 S AAskAT

(Table 5> The Relationship between Earnings Transparency and Payout ratio

Dependent Variable : Payout ratio;s

Variables [Model 1] [Model 2] [Model 3]
(DIV) (CDI) (SDI)
Intercept —0.375" -0.376™ —0.000
(—29.598) (—30.021) (—0.185)
TRANS;- 0.010™ 0.010™ 0.000
(3.454) (3.473) (0.141)
SIZE 0.023™ 0.023™ 0.000
(35.978) (36.191) (0.488)
LEV —0.096" —0.094"" —0.000
(—35.024) (—35.196) (—0.011)
SALES GR 0.004™ 0.004™" 0.000
(3.544) (3.425) (0.367)
RDS —0.000 —0.000 —0.000
(—1.629) (—1.616) (—0.004)
ADS —0.001 —0.001 0.000
(—0.522) (—0.543) (0.007)
BIG4 0.015™ 0.015™ —0.000

(10.159) (9.986) (—0.015)
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(Table 5) The Relationship between Earnings Transparency and Payout ratio (continued)

Variables [Model 1] [Model 2] [Model 3]
(DIV) (CDI) (SDI)
FSH 0.255™ 0.251™ 0.000
(59.629) (59.709) (0.161)
MOWN 0.191™ 0.193™ —0.000
(21.030) (21.329) (—0.120)
No. of observations 29207 29207 29207
YEAR & INDUSTRY Effects Included Included Included
Mean VIF 2.48 248 2.48
Wald Chi® 17194.49™ 20229.80"" 4.19

1) This table presents results from Panel Generalized Least Squares Model

2) sk, #%, * represent significance at 1%, 5%, and 10%, respectively. T—values are based on two—tailed
tests using firm and year clustered standard errors.

3) Variable definitions refer to <Table 3>
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(Table 6> The Relationship Between Earnings Transparency, Managerial Ability, and Payout ratio

Dependent Variable : Payout ratio;s

Variables [Model 1] [Model 2] [Model 3]
(DIV) (CDl) (SDI)
Intercept —0.381" —0.380"" —0.000
(—29.929) (—30.273) (—0.148)
TRANS, -, 0.013™ 0.013™ 0.000
(3.978) (3.954) (0.216)
MS _Dumy- —0.007" —0.006™" 0.000
(—3.111) (—2.943) (0.346)
TRANS,-*MS Dumy-; —0.021" —0.019" —0.000
(—2.557) (—2.403) (—0.291)
SIZE 0.024™" 0.023™ 0.000
(36.296) (36.460) (0.372)
LEV —0.096" —0.094™ —0.000
(—35.302) (—35.408) (—0.006)
SALES GR 0.008™ 0.009"" 0.000
(6.156) (6.670) (0.524)
RDS —0.000 —0.000 —0.000
(—1.544) (—1.572) (—0.035)
ADS —0.001 —0.001 —0.000
(—0.526) (—0.560) (—0.333)
BIG4 0.015™ 0.015™ —0.000
(9.728) (9.721) (—0.018)
FSH 0.253™ 0.249" 0.000
(59.494) (59.817) (0.313)
MOWN 0.191°" 0.192™ —0.000
(20.920) (21.273) (—0.090)
No. of observations 29207 29207 29207
YEAR & INDUSTRY Effects Included Included Included
Mean VIF 2.46 2.46 2.46
Wald Chi® 18661.12" 22581.93" 5.01

1) This table presents results from Panel Generalized Least Squares Model

2) =xx, *%, * represent significance at 1%, 5%, and 10%, respectively. T—values are based on two—tailed
tests using firm and year clustered standard errors.

3) Variable definitions refer to <Table 3>
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(Table 7> The Relationship Between Earnings Transparency and Payout ratio (2SLS)

Dependent Variable : Payout ratio;;

Variables [Model 1] [Model 2] [Model 3]
(DIV) (CDI) (SDI)
Intercept —0.340" —0.481" —0.000
(—27.479) (—27.229) (—0.714)
TRANS HAT,-; 0.083" 0.363™ 0.000
(5.071) (14.205) (1.018)
SIZE 0.020"" 0.027" 0.000
(32.524) (28.971) (0.443)
LEV —0.088" —0.207" 0.000
(—35.542) (—54.248) (0.520)
SALES GR 0.002 0.016™ 0.000
(1.583) (6.912) (0.345)
RDS —0.157" —0.265"" —0.000
(—33.613) (—33.586) (—0.323)
ADS —0.068" —0.022 0.000
(—3.057) (—0.614) (0.369)
BIG4 0.008"" 0.033" 0.000
(5.346) (14.643) (0.228)
FSH 02317 0.326™ 0.000
(52.712) (47.616) (0.626)
MOWN 0.196™ 0.199"" —0.000
(22.474) (17.383) (—0.149)
No. of observations 29207 29207 29207
YEAR & INDUSTRY Effects Included Included Included
Wald Chi® 18983.37"" 12987.97" 2.57

1) This table presents results from 2—Stage Least Squares

2) sk, ok ok represent significance at 1%, 5%, and 10%, respectively. T—values are based on two—tailed
tests using firm and year clustered standard errors.

3) Variable definitions refer to <Table 3>
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(Table 8> The Relationship Between Earnings Transparency, Managerial Ability, and Payout ratio (2SLS)

Dependent Variable : Payout ratio;s

Variables [Model 1] [Model 2] [Model 3]

(DIV) (CDI) (SDI)
Intercept —0.413" —0.516™ —0.000
(—32.534) (—24.138) (—0.286)

TRANS HAT, 0.182" 1.392" 0.000
(8.844) (38.111) (0.083)

MS Dum HAT,- —0.062"" —0.228" 0.000
(—10.055) (—21.656) (0.403)

TRANS_HAT,-*MS_Dum_HAT,-, —0.120"" —0.157" 0.000
(—10.090) (—6.920) (0.106)

SIZE 0.024™ 0.020™" 0.000
(37.765) (19.739) (0.244)

LEV —0.101™ —0.352"" 0.000
(—37.849) (—100.613) (0.347)

SALES GR 0.006™ 0.034™ 0.000
(4.255) (12.756) (0.257)

RDS —0.186™" —0.682"" 0.000
(—54.123) (—105.974) (0.147)

ADS —0.093"" —0.691" 0.000
(—4.124) (—17.097) (0.183)

BIG4 0.001 —0.003 0.000
(0.395) (—1.172) (0.046)

FSH 0.218™ 0.450™" 0.000
(51.884) (72.889) (0.316)
MOWN 0.158™ 0.007 —0.000
(18.541) (0.595) (—0.074)

No. of observations 29207 29207 29207
YEAR & INDUSTRY Effects Included Included Included

Wald Chi’ 44439.49" 229408.96" 0.59

1) This table presents results from 2—-Stage Least Squares

2) sk, ok ok represent significance at 1%, 5%, and 10%, respectively. T—values are based on two—tailed
tests using firm and year clustered standard errors.

3) Variable definitions refer to <Table 3>
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J(PSM)= ° 8- 474 +4

2 AFoA] =& AF A3y 38 A9 Hel(Sample Selection Bias)Y 3 713 7|9
EA9] Afolof|A] 7]AS 7HeA S wiAIS] S8l A FE A (PSM)S AAISH T o] F
Hdo] =& 79T 25%)= A5 h(Treatment group) 2=, ‘;%8 7193 25%)= &
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(Table 9> The Relationship Between Earnings Transparency and Payout ratio (PSM)

Dependent Variable : Payout ratio;s

Intercept —0.307" —0.278™" —0.045
(—5.069) (—6.139) (—0.737)
TRANS, - 0.013" 0.012" 0.005
(2.030) (2.302) (0.743)
SIZE 0.022" 0.020" 0.002
(6.351) (7.861) (0.696)
LEV —0.150™" —0.134™ 0.014
(—11.802) (—13.020) (1.150)
SALES GR 0.004 0.0117 0.001
(0.844) (2.494) (0.871)
RDS —0.249™ —-0.217" —0.001
(—5.267) (—5.330) (—0.080)
ADS —0.176 —0.173 0.042
(—1.246) (—1.626) (0.804)
BIG4 0.022"™ 0.016™ 0.001
(3.301) (3.154) (0.419)
FSH 0247 0.200"" 0.017
(10.466) (10.720) (1.078)
MOWN 0.159™ 0.150"" —0.008™
(3.162) (4.148) (—2.187)
No. of observations 13434 13434 13434
YEAR & INDUSTRY Effects Included Included Included
R—squared 0.129 0.156 0.001

1) This table presents results from 2—-Stage Least Squares

2) #xx, *%, % represent significance at 1%, 5%, and 10%, respectively. T—values are based on two—tailed
tests using firm and year clustered standard errors.

3) Variable definitions refer to <Table 3>
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(Table 10y The Relationship Between Earnings Transparency, Managerial Ability, and Payout ratio (PSM)

Dependent Variable : Payout ratio;s

Variables [Model 1] [Model 2] [Model 3]

(DIV) (CDI) (SDr)

Intercept —0.276™" —0.307" —0.054
(—11.506) (—9.966) (—1.050)

TRANS,-; 0.021" 0.023" 0.019
(4.646) 4.071) (1.323)

MS Dum—; 0.014™ 0.024™ 0.002
(2.089) (2.919) (0.842)

TRANS;-*MS Dum;-; —0.038"" —0.043™ —0.022
(—3.244) (—2.880) (—1.488)

SIZE 0.020™" 0.022" 0.002
(14.8053) (12.536) (0.960)

LEV —0.132"" —0.150™" 0.014"
(—21.527) (—19.726) (1.774)

SALES GR 0.010” 0.004 0.001
(2.486) (0.837) (0.579)

RDS —0.216™ —0.261"" 0.010
(—9.251) (—9.363) (1.265)

ADS —0.179™ —0.213™ 0.048
(—3.057) (—2.868) (1.400)

BIG4 0.016™ 0.021" 0.001
(4.862) (5.130) (0.304)

FSH 0.202" 0.242" 0.018"
(21.291) (19.946) (1.792)
MOWN 0.150"" 0.164™ —0.008"™
(9.118) (7.890) (—2.180)

No. of observations 13434 13434 13434
YEAR & INDUSTRY Effects Included Included Included

R-squared 0.154 0.134 0.001

1) This table presents results from Panel Generalized Least Squares Model

2) sk, k% represent significance at 1%, 5%, and 10%, respectively. T—values are based on two—tailed
tests using firm and year clustered standard errors.

3) Variable definitions refer to <Table 3>
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