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SAtE J&e tate] thget 719l 540l s o] ik whaba] B Ao 4] wA FAl et
A 23 Wgo] glgozw FgEri(Becker et al., 1998).
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; Veronica 2015 ; Zamri et al., 2013).
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GRW= ARz mEds 7Iee® S5 B7] viEdolA A7) miEdE A3t
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E 1D HE 2%

Panel A. Yearly Samples Distribution by Listed Market

2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | Total
KOSPI 492 506 511 541 567 585 587 599 623 629 | 5,640
KOSDAQ | 586 643 658 729 803 853 896 950 | 1,029 | 1,117 | 8,264
Total 1,078 | 1,149 | 1,169 | 1,270 | 1,370 | 1,438 | 1,483 | 1,549 | 1,652 | 1,746 | 13,904
Panel B. Samples Distribution by Industry

Korean Standard Industry Classification Freaq. Percent Cum.
Agriculture, forestry and fishing 49 0.35 0.35
Mining and quarrying 12 0.09 0.44
Manufacturing 9,321 67.04 67.48
Electricity, gas, steam and air conditioning supply 89 0.64 68.12
Water supply ; sewage, waste management, materials recovery 46 0.33 68.45
Construction 351 2.52 70.97
Wholesale and retail trade 1,171 8.42 79.39
Transportation and storage 239 1.72 81.11
Accommodation and food service activities 36 0.26 81.37
Information and communication 1,528 10.99 92.36
Real estate activities 32 0.23 92.59
Professional, scientific and technical activities 768 5.52 98.12
Business facilities management and business support services 132 0.95 99.07
Education 63 0.45 99.52
Arts, sports and recreation related services 57 0.41 99.93
Membership organizations, repair and other personal services 10 0.07 100
Total 13,904 100
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o, 33dzE gk S 27) (2] 2l OPAQUE™ ™ol 7%= ol 0.126%
2T}, Kothari et al.(2005) W2l o2 248 (DA™ OPAQUE™" A M= A8
et 4 W B =2 COMPE 31— 4T Aol —15 F3 gho|Bz
—0.2572 YePgth SAWUS F WA 719 54 W] A%E AW EH, 7Y E(SIZE)E
Tt 26.022 2 VeI, F-2]8]&(LEV)S Bt 40.6%, T (ROA)S Hit 1.9%, A4 (GRW)
S HHFH o 5.8%% Uehytth AAA 9ABETS 2oz 150} 2+ 0.8722 YEhgoe
o, 2l &9 MEA(VOL)S H o] 0.506, 9] 7912 B-(FOR)S] H L 7%, F:FA B(LAR)S

dE

AR
W A

@)

o

—

L

<H 2> 71284 (N=13,904)

Variable Mean SD. Min 25 Man 75 Max
DA —0.000 0.092 | —0.368 | —0.039 0.004 0.042 0.341
DA 0.001 0.073 | —0.247 | —0.037 0.000 0.036 0.266
OPAQUE>"" 0.126 0.122 0.000 0.042 0.091 0.168 1.188
OPAQUE*""" 0.115 0.111 0.000 0.038 0.083 0.157 1.048
comp —0.257 0206 | —1.000 | —0.330 | —0.200 | —0.107 | —0.032
SIZE 26.022 1.375 22685 | 25.104 | 25756 | 26.645 | 33.068
LEV 0.406 0.227 0.034 0.222 0.392 0.557 1.152
ROA 0.019 0.097 | —0361 | —0.007 0.026 0.065 0.295
GRW 0.058 0318 | —0.668 | —0.083 0.025 0.139 1.838
BET 0.872 0.392 0.071 0.584 0.862 1.139 2.073
VOL 0.506 0.225 0.131 0.354 0.467 0.614 1.632
BIG 0.403 0.163 0.082 0.279 0.400 0.517 0.784
LAR 0.070 0.105 0.000 0.009 0.025 0.082 0.529
FOR 0.506 0.225 0.131 0.354 0.467 0.614 1.632
MKT 0.487 0.500 0.000 0.000 0.000 1.000 1.000

o714, DA™ : Dechow et al.(1995)2] A7 EC 2 2=A3 Ak WA pg ™ : Kothari et al.
(2005)9] AFWHEO R AT ATA LWAYN OPAQUE™™ : A2 3d7re] AT A<
3}, OPAQUE™"™' : Hutton et al.(2009)9] WPHo = Axkgh HZ 3dzte] A2z wagolo] 3
COMP : A Wl AAAZGEAG AT A5 X (—1)), SIZE : APFEAA AAZaE A 4,
LEV : A&, ROA : A7] & A4 F4] uiv] B7eeld, GRw : wi&9 473&, BET : AA A
918, FOR : 7% HEZF Q39 B} A &g, VOL : U5 HWEA, L4AR : NFFAEE, BIG
D 7kARlo] i FAESlol | 1, oF W 0, MKT: 2% A o] §71=AA o4 1, KOSDAQY!
450
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3. B394
<H 4ole B AT S HSET AFE AT B4 Ade 74 28] FEH S
we} gk Aot
CE 4 74 Az 72}
Model (1) Model (2) Model (3) Model (4)
D ADechoW D AKorhar/ O/D A QUEDechOW O/D A OUEKomar/
Coef. Coef. Coef. Coef.
(t—stats) (t—stats) (t—stats) (t—stats)
o —0.028 —0.036 —0.279™" —0.144"
(—1.07) (—1.55) (—3.78) (—2.25)
0.008" 0.010** 0.043"** 0.037""
COMP; (1.83) (2.50) (3.52) G.17)
0.001 0.001 0.012"" 0.006"
SIZE;, (0.66) (1.14) (4.68) (2.35)
0.017" 0.021° —0.016 0.046"
LEV. (3.57) (4.90) (—1.35) (4.20)
0.552™" 0.068™" 0.752"" —0.119™
ROA;, (41.36) (5.61) (27.38) (—4.45)
—0.012" 0.024™ —0.020"" 0.049"*
GRW, (—3.07) (7.30) (—3.23) 9.32)
—0.002 —0.001 0.023™ 0.011™
BET (—0.74) (—0.47) (4.23) 2.27)
0.016™" 0.014™ —0.043™ —0.018"
VOL;, (3.38) (3.16) (—4.38) (—1.98)
—0.085"" —0.074" —0.178"" —0.205"
FOR,, (—7.85) (—7.46) (—6.76) (—7.60)
—0.008 —0.008 0.056"" —0.007
LAR;: (—1.54) (—1.51) (3.56) (—0.43)
—0.004" —0.004" —0.009" —0.009"
BIGi (—2.11) (—2.17) (—1.74) (—1.84)
0.009""" 0.009"" 0.003 0.020""
MKT;, (4.09) (4.62) (0.51) (3.45)
> YEAR Included Included Included Included
2.KSIC Included Included Included Included
Clustered by Firm by Firm by Firm by Firm
F-value 67.863"" 9.156™" 34.036™" 9.541"
Adj. R 0.299 0.039 0.193 0.052
N 13,904 13,904 13,904 13,904

1) W] Fole <k 29| sia 2

2) FOA x, wx, wxnis

27 10%, 5%, 1%014 ] Fel5Ee SIn3k,
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ghol UEheith. ol Al U] AT AR R BEGAe] Byl gl Ao nad B
AT Mol 7129 vtk FARCE R BYQ)Y AE FEUFIL APA
Q) AR 27h 10% 5%l A ol el ghel ekdeh ol Akl W] Aol AAg
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A A EFEAAY] #AC SAA Folde I g jUddTh &, =R Ee] =
2 A dudez et A FEe T4 Ao fddle AFENY EFEAS o5iA|
717 gEvha A 4= Qlth whHol, Panel B2 Ao M & AR &0l e A, A
W AT TR BREEAL] o A= frolshl vEbsth & Ho] Aae =Rt
20l whet A o AR AFEIe] BREEAY] #AE AolE Bllvke S glsitt
<E 5 Q=QRIXEE et 24t
o DA™ | OPAQUE™™ | OPAQUE™™
Panel A. FOR>Median Value(N=6,937)
Model (1) Model (2) Model (3) Model (4)
comp, —0.000 0.004 0.023 0.017
(—0.05) (0.67) (1.41) (1.05)
Control Variables Included Included Included Included
F—value 23.849™" 4.889"" 12.940"* 7.139"
Adj. ):& 0.245 0.033 0.140 0.071
Panel B. FOR<Median Value(N=6,967)
Model (5) Model (6) Model (7) Model (8)
comp, 0.015™* 0.016™** 0.060™** 0.059™**
(2.90) (3.15) (4.26) @.21)
Control Variables Included Included Included Included
F—value 53.668"" 6.870""" 29.878"" 5.426™
Adj. R 0.348 0.050 0.243 0.042
1) W] Aole <x 2>9] st} g
2) oA x, sx, wxxE 22 10%, 5%, 1%0042] Fol¢ss on)gh
5. #7HeA 1T : g AE LB 23
ol FERAL TS ol gdte] TEIAL VFe] wE AT e AL A )

% e
AT ARl R BATE Afe] & HoleA] gRlstaat gtk g AlE ol AR
2 il

FAE 6o Ak tiH] B7] ojApR A= 1 HlFE SAHATHI &

FEEAE FAFRT 2 2] A2= Panel Adll, T E T -2 7 99| A= Panel Bol
2zt A Akl 24 A, Sg A ol 2 75 At W A AR BEA ]

Ae BT 1% FEAN FoIF Fe] ol dehgort, FRAY v Re FFE 7

r
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= ZRIE 4 Tt oYt A= AYEH 2L ST AT HFo] =

G Aol oA HS Fxsta, AFEIY EFEAC] Ad F Uee ondith 2 A9
| ot BEdd 42014 E A S B3 ARz

A ZAgAre o]z ol AF F Ui, wE7|HE AGAl oz ] gA L oHYE ATE

A A 8FA

=

< 6> =&FA HlES 12e 21t

DA DA™ OPAQUE™™ OPAQUE™
Panel A. FDEBT>Median Value(N=6,951)
Model (1) Model (2) Model (3) Model (4)
comp, 0.010” 0.014™ 0.046™ 0.043™
(2.33) (3.16) (3.43) (3.37)
Control Variables Included Included Included Included
F—value 51.258 7.686 27.184 8.816
Adj. R 0.267 0.040 0.180 0.057
Panel B. FDEBT <Median Value(N=6,953)
Model (5) Model (6) Model (7) Model (8)
comp, 0.001 0.003 0.037 0.029
(0.18) (0.35) (1.62) (1.32)
Control Variables Included Included Included Included
F—value 61.112"" 9.872" 26.574" 5519
Adj. ):& 0.423 0.059 0.238 0.065

1) WRe] Fole <& 2>9] siuty 23
2) FAA #, wx, s 22 10%, 5%, 1%00419] FelaEs ovlgh

FHH R BE 7199 &% PSS RS FH T BAS AdSean £4 d9e
<E 7>7 Zth <E 7>olA 1A FFSAARY AATId S dd e R EA5 Ao A e IAW
Q1 COMPe] ko] BAA LR FolatA VepA] ot A U AA ol X EEFE A FHI
o] BEYAo] Frigthe B Aol Fd AHE AT 4 Itk 12y Panel B I AT
NS e g 3 Ao e FHUFTE DA A5 5%0AM, F5857F OPAQUES) 73%-
© 1%00A frof ek kel gho]l #AEUTE F, A Ul AA o] (L5 Tkt AFEa



58 MIFeAS|AIXL / M243 M2=(2023. 4.)

wEgge Audow rst e slel el AgeN Fela wRET. %, )
o A% ARRIe] BERYe APl vt Aolg HolE ez vehdrk
B 7> HSEANYEE A6 2
DA DA OPAQUE™™ | OPAQUE™™
Panel A. KOSP! listed(N=>5,640)
Model (1) Model (2) Model (3) Model (4)
comp, 0.000 0.004 0.006 0.009
(0.07) (0.86) (0.58) (1.01)
Control Variables Included Included Included Included
F—value 84.262"" 10.646™" 42,999 14.726™
Adj. R 0.293 0.046 0.173 0.064
Panel B. KOSDAQ listed(N=8,264)
Model (5) Model (6) Model (7) Model (8)
comp, 0.011°* 0.010** 0.058"** 0.046""*
(2.26) (2.26) (6.00) (5.38)
Control Variables Included Included Included Included
F—value 130.328"™ 11.097° 79.134™ 17.170"
Adj. R 0.305 0.033 0.209 0.052
1) M| A= < 2>9 shdkat 25
2) FONA =, wx, wxxs ZHZE 10%, 5%, 1%o42] oS 9n|gh
7. F7HEA VAR Bae] B4 oeAg o4 A
A Hae] BFHAL2 Hutton et al.(2009)0 A #]-2 A|etsle] o] & AFoA= F= Hutton
et al(2009)9F Zeo] 3 dzte] Ak Fe o] &3 A¢rt wWokth 2y Aqretat v
(2017) ¥ Hutton et al.(2009) o] 78 459 2] 3d3te] EFHUAE o] &at] =

deke A58 A
= sl AR L oI 8a) FU el ol 2ol BFeA el
1% BT + Gout EFAAE o o
Fohe A

Hr} _“o_—‘_q.zq o] bﬂ—&] o]
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Kothari et al.(2005)% =% 3t A3= 74z} B 113} t) Panel A9t BE A= fAe Axrt
Uelsth FAACRE B (1) A Wl AAH AFEe] BFEEAY] #AE A 23R
1% Tl A ol et o] gho] Yehve vl 8 E4 3 fASHA AA o] A EE-E Al FE
19 EREAALE kel Ao Yyt FHEA R £ Eﬁm AR EET 5T
o] H]F JA] A2 FAH Uebsedl, a5 A5 36749 vlFo] Atz A
A Wl AR AR EFEAC Fo BAT 10% FEolA %4*‘6} | ek ol e 2
T A TP FAXEY Ao S He W, e °1°‘27e§4 frelel Sd
2 GHgtE A2 AFELY] BEREEAS ta A3 F e e & ok 2y
&t <}3-2 Panel B.9] Kothari et al.(2005)2 =733 45 #AEA] go ﬂgﬂﬂ H] o]
o Ao A AFEe BEYHS WAe dBAFoR foditia B ojHtl mix|
uro 2 A ] % }OIE’ ASe AHo A= KOSDAQ 7195 o= ¢ AF Fofg &
£ T AT BHao] EFEAAY 24 2] AE(Hqt
AFollA Fdg Azt I B4 475 Hoz g

o,
_V‘i

rO
)
1Z
ol
me
[\®)
S
3
ol
S,
k)
k)
Fr
e

<# 8 HHH =FX|E ol8e 21

. FOR FOR FDEBT | FDEBT
Main Resull| -\ edian | <median | >medan | <medan | KCT | KOSDAQ

Panel A. Dechow et al.(1995) Discretionary Accruals

(1) @ ) @) ) 6) @
0.042° 0.025 0.058™ 0.045™ 0.037" 0.006 0.058"
COMP;,
(3.69) (1.61) (4.33) (3.51) (1.82) (0.63) (6.53)
F—value 42.067 15.049 38.061 23.657 28.549 41.363 74.870
Adj. R 0.185™ 0.139™ 0.229™ 0.158™ 0.223™ 0.167" 0.200™"
N 13,904 6,937 6,967 6,951 6,953 5,640 8,264
Panel B. Kothari et al.(2005) Discretionary Accruals
(1) @ 3 (@) ) 6 @
0.037"™ 0.019 0.055™" 0.042"" 0.027 0.012 0.044™"
COMP;,
(3.25) (121 (4.14) (3.44) (1.33) (1.38) (5.48)
F—value 10.688 7.346 6.407 6.445 7.527 15.415 17.622
Adj. R 0.054™ 0.075™ 0.044™ 0.056™ 0.065™" 0.067" 0.053™
N 13,904 6,937 6,967 6,951 6,953 5,640 8,264

D A5 Bele AN AFPEES 22,
2) FAM x, wx, wrns 22 10%, 5%, 1%0 18] I 5ES v]e,
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AT} fA18 B BEHeA AET 24

= i
o7 JAH-AAE THEAAS 938 T 2 H t3S A A= Newey — West test9} =53]
of oJgt J3ks A Fo AR AHNE AAISt= B 3724 (Robust Regression)<

=

3

Attt e sAEL = Al (Cook’s Distance)E ©]-8-3te] AE7F "G4S o] ]
ogh FaFo]l FHA A A= dEo] EAT F Y BE A AFolA A A Hte
2 g-8-3lcK(Easton and Sommers, 2003 ; Leone et al., 2019). ¥4 A3}, 4] | A3} A F1
EFHAY &9 #AE B4 W daglo]l BT 1% FaolA &

ol
o

o o3 el grol B
A9tk &, YA -AAD EEHoIL FUA ) o8 P 1P Fol B o] FH B
X Ante vE fxeb] Uert.
< 9 Zdd 2o 2y
DA DA OPAQUE™"™ OPAQUE®™
Panel A. Newey—West Test(N=13,904)
Model (1) Model (2) Model (3) Model (4)
comp, 0.008" 0.011"* 0.042° 0.040™
(2.59) 3.92) (6.30) (6.74)
Control Variables Included Included Included Included
F—value 213.114™ 34.063" 166.613"™ 61.388"
Adj. ):& 0.294 0.039 0.190 0.051
Panel B. Robust Regression(N=13,904)
Model (5) Model (6) Model (7) Mode! (8)
comp, 0.009" 0.011™ 0.042° 0.040"
(3.13) 4.07) (7.25) (7.23)
Control Variables Included Included Included Included
F—value 300.466" 28.310™" 142.895™ 32.566™"
Adj. R 0.376 0.052 0.222 0.060

1) ®go] Fole Al k‘ﬂ ?i?‘%}“é%ﬁr Ed<3
2) FolA #, wx, wexE ZFZF 10%, 5%, 1%o49] §95FS ondt
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The Effect of Industry Competition on
Financial Reporting Opacity

Cha, Sangkwon” - Cho, Hyeongtae™*

<Abstract>

This study analyzes the relationship between industry competition and financial reporting
opacity. Industry competition refers to the degree of competition between firms within the same
industry. This industry competition not only indicates an industry structure but also affects a
decision to be made by a manager in a company belonging to a particular industry. The decision
may affect the firm’s value chain(including sales and production) and the manager’s financial
reporting. There is a view that industry competition can reduce the incentives for managers to
intervene in financial reporting to pursue his/her private interests by playing a role as an external
corporate governance. Another view is that industry competition could induce the manager’s
intervention in the financial reporting process as the competition decreasing the firm’s profitability
may increase the risk of manager turnover. The prior accounting literature provides inconsistent
conclusions depending on the samples tested.

In this regard, this study examines the financial reporting opacity(i.e. lack of transparency)
measured by discretionary accruals over a three—year period by taking a differenct view from
prior literature. This study analyzed whether the industry competition affects the firm’s financial
reporting opacity by using samples from KOSPI and KOSDAQ for the period of 2011 to 2020.
The industry competition is measured using the Herfindahl—Hirschmann index, and financial
reporting opacity is measured as the sum of the three—year absolute discretionary accruals which
was introduced in Hutton et al.(2009).

The test results are summarized as follows. First, even after considering control variables, as the
degree of industry competition intensifies, the financial reporting opacity measured by the sum of
absolute discretionary accrual for three years increases. This provides an implication that
competition within the industry can induce the manager’s intervention in financial reporting due to
the risk of manager replacement as the competition reduces a firm’s profitability rather than
playing a role as an external corporate governance. Second, the positive relationship between the
industry competition and the financial reporting opacity is pronounced more when the foreign
shareholder ownership is lower, and the debt to equity ratio is higher. These results are still valid

* Ph. D., The Department of Accounting, Hanyang University, sgcha0l@daum.net, First Author
#x Associate Professor, College of Business Administration, Hongik University, cht1212@hongik.ac.kr,
Corresponding Author
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even when the financial reporting opacity is measured differently(Jeon and Park, 2017) or the
effects of heteroscedasticity and extreme observations are considered.

This study provides a contribution to the literature by analyzing the impact of industry
competition on a firm’s financial reporting opacity, unlike prior studies focusing on the

relationship between industry competition and earnings quality.

<Key words> Industry Competition, Financial Reporting Opacity, Discretionary Accruals
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