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(E 2> AzYE HERE

W |Hoel sEEm vle | Mdisl sl vl | A ER R/
(2] @ %)

2004 654 249 903 724

2005 692 256 948 73.0

2006 764 262 1,026 74.5

2007 810 275 1,085 74.7

2008 850 295 1,145 742

2009 872 319 1,191 732

2010 939 311 1,250 75.1

2011 885 288 1,173 75.4

2012 913 320 1,233 74.0

2013 937 306 1,243 75.4

2014 970 315 1,285 75.5

& A 9,286 3,196 12,482 74.4
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HE T F 50%E=7F A G S5 dE= & UTh
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= A71E FAMY] FALEd SRS FAu &) o] 247 oF 29%9F 42% A
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UARSE=I HojH|e| poldteddof DXl dg 93

tH] AN g o A el o] o]l 2t oF 1%} 0.6%<1 21 UEhdTh k] Ak =
23k LNTAS] HH(EFY5)E 18.602(18.385) 2 AAF L] ZApake] S oF 1,1989 ¢
Aoz eyttt 54719 o8-S UehllE SMALL W52 HiF gk 0498, o]= AA £
7HEE T2l oF 50%%1 A& JeRdt

<E 3 JssAE

[Panel Al & =2 7|=s8HZ (B2 T=12482)
g g ER R S =cigt ETHEA
SALES 1.032 0.908 0.002 12.332 0.710
EE 0.003 0.002 0.000 0.070 0.004
OGS 0.137 0.092 —0.039 4423 0.184
HHI 0.259 0.197 0.028 1.000 0.218
HHID 0.499 0 0 1 0.500
ICF 0.292 0.165 0.000 23.237 0.444
LEV 0.415 0.406 0.001 6.835 0.254
AASSET 0.113 0.061 —0.812 23.208 0.395
RND 0.010 0.001 0.000 0.262 0.020
ADV 0.006 0.001 0.000 0.715 0.018
LNTA 18.602 18.385 16.302 22.837 1.279
SMALL 0.498 0 0 1 0.500
[Panel B] ®hy| St= X1} X|&7|He| 7|=8H T (E&2T=9.280)
g g ER = ot P EZHA}
SALES 0.998 0.877 0.002 12.332 0.699
EE 0.004 0.002 0.000 0.070 0.004
OGS 0.145 0.099 —0.039 4.423 0.195
HHI 0.246 0.185 0.028 1.000 0.211
HHID 0.469 0.000 0 1 0.499
ICF 0.297 0.168 0.000 23.237 0.462
LEV 0.408 0.407 0.001 1.199 0.197
AASSET 0.121 0.063 —0.801 23.208 0.435
RND 0.011 0.002 0.000 0.262 0.021
ADV 0.007 0.001 0.000 0.715 0.019
LNTA 18.551 18.376 16.302 22.837 1.188
SMALL 0.510 1.000 0 1 0.500
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B 3 e84 A5)

[Panel C] MCHH| St XE7|Hel 7|=SHE (FE25=31%)
=g o S ESE A Z|cHat ZEHA}
SALES 1.130 1.028 0.006 10.553 0.733
EE 0.001 0.001 0.000 0.006 0.001
0GS 0.112 0.075 0.003 2.102 0.143
HHI 0.298 0.228 0.028 1.000 0.231
HHID 0.587 1.000 0 1 0.492
ICF 0.281 0.157 0.000 5.723 0.389
LEV 0.435 0.402 0.001 6.835 0.371
AASSET 0.090 0.053 —0.812 4951 0.244
RND 0.007 0.000 0.000 0.195 0.015
ADV 0.005 0.000 0.000 0.245 0.014
LNTA 18.751 18.403 16.302 22.837 1.505
SMALL 0.465 0.000 0 1 0.499
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2 742} 0.0073 0.005= YERETH 7197 RS YeEhE 224 A1 2 1(LNTA)S] HFe
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[Panel B] AciH|2} of&olo AlatAF 24

low_HHI high_HHI

0.511 0.747
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A& getsly] o Fo) whgbd E 3 A S (standardized coefficient)E ©]-&-5to] SHWHFE2] 4}
g4 Fox2 Bkt

<# 5>E HHD} $95ET 52 Juy v fdo] 242 13 09] 3hs Foid fujis:
(HHID)E AW ¥+ 2 ARgste] #2418 Adfo|th 3 WA 2L A4 FE/YS tdez &
Me AFE HolFa vk A BES AR 39S o, EEY AT S 0.032(t=—3,24)
2 Foe K)o we Bk Hdiv] Sy AE719 9] EEQ] AlF #-2 0.058(t=5.08)°]
I Ay =W AE7199) EEY AlG 3-E 0475(t=18.76)2 =23} A =7]14e AF &

o 27| vhehget. olelat Azke AuiulE dmu) 27196 val ez 227G A
w9} mjZe] BAXo] ek Atk 20w HUS 92005b)] Azt AH Gk 1
ZE W5E 218 B BN E A dExd A2/ s}

1
Y 1% FeolA SAHeR Fo3 Ao Yehd frolskA] 2 A3t
|

oA 22 o] st=xDt 7Y HMohd| stz 71
BT t—value EESAH T t—value EESAH T t—value
Intercept 0.000 16317 0.000 11.73™ 0.000 0.91
EE 0.032 324" 0.058 5.08™" 0.475 18.76™"
HHID, 0.034 3.29™ —0.003 —0.25 0.061 267"
HHID+EE; 0.102 9.18"™ 0.139 10.49™ —0.006 —0.22
ICF, —0.100 —10.32™ —0.127 —11.08™ —0.007 —0.49
LEV, 0.162 18.55™ 0.190 19.46™" 0.080 478"
AASSET 0.260 27.17°" 0.263 23.26™" 0.223 14.23"
RND,; 0.009 1.09 0.020 2.027 —0.023 —1.54
ADV, 0.071 8.40™" 0.080 8.28"" 0.053 3.60"
LNTA, —0.178 —15.28™ —0.147 —10.79™" 0.029 1.28
SMALL, —0.235 —21.78" —0.211 —16.88"" —0.350 —18.19™
IND
YR included included included
adj.R? 0.200 0.220 0.359
N 12,482 9,286 3,196
F—value 95.42°" 80.12°" 55.15™




UATSEI Hofe|e| sodpidol| 0jxl= g 99

<E 6> MAASE(HHI)ZF Hoje|el ofE2tAGol njxl= ol thet 37 =24

A EZ2 Mehe| stz =3t 7| Heohe| stz 71
BEESHA ST t—value EESHAH T t—value EESAH T t—value

Intercept 0.000 16.32" 0.000 11.90™ 0.000 0.67

EE 0.024 213" 0.039 3.00" 0.452 16.55""

HHI, 0.034 318 —0.010 —0.76 0.044 1.88"
HHI*EE, 0.090 717" 0.135 8.80"" 0.028 0.94

ICF, —0.099 —10.22"" —0.126 —11.03"™ —0.007 —0.45

LEV, 0.162 18.47 0.190 19.417 0.079 472"
AASSET 0.260 27.18™ 0.264 23.23" 0.224 14.28™
RND, 0.004 0.43 0.014 1377 —0.026 —1.74"

ADV, 0.069 8.17" 0.079 8.14™" 0.050 3367
LNTA, —0.181 —15.46"" —0.151 —11.01"™ 0.032 1.39
SMALL, —0.240 —22.28™ —0.217 —17.38"" —0.350 —18.17"

IND

included included included

YR

adj.R® 0.197 0.216 0.359

N 12,482 9,286 3,196
F—value 93.55™" 7837 55.24™

1) ¥ Awe <£ 3> 2z
2) wx, wx 22 22 1%, 5%, 10%o4 f9l8he Jerd(F271%)

T AR G T HoH|e FaAtg

NG9S ez & A5 AF e 0.102(t=9.18)Z 1% FollM f23t K +)9 s =2
©] HHID+EE®2] Al < 0.139(t=10.49)% 1% FaolA <

, v f‘f}ElH Xléﬂ%* A e 0006(t——022)0i liﬁﬂ

WA (HHID#EE)] A& A EH, HA|

mjEd o] Frtd] 7|t Y= A

2 g = ok
gHH, HHID2] A4 #-& A EE 7]HolAE 0.034(t=—3.24), F¥] = x| =7l
A= 0.061(t=2.67)2 E5F 1% TollA froldh Aoz eyt ol A3 A a=rt
=555 O 40 £33 7199 viEe] Tt Ao R ARIATEI 555 Aol
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=1 o] &3Ee] 7187t B 712 A& A (Schumpeter 1912 ; Allen and Phillips 2000. Ali
et al. 2010)¢F DA|sh= AFo|tt. 12y FoiH] =X X[E7]99 2] HHIDS] Al g2 —0.003
(t=—025)22 {(—) &= Holu BAHCRE FofsiAlE ¥ o2 Ueyith
EARFE Ay, Huy] %3} 2 E7]G A= LEV, RND, ADVE] 3|AA =7 <]
b HH)O @k Bt ole FAH o] 55, AN Fu e 245 =Y
EoE AL 9u|git} 39 ICF, LNTA, SMALLY] Al 3he 23k 3(—)9 7S 2ot
] =] A Z7|del = LEVE ADVZE f2 8t H(+)9] a2 BEAth o] Fau]&o]
=I5, BN Y A o] S5 wiEYo] Ere AS on|gth

o2 JRINFES ASATR vt Al ool tial 371342 Aldsta e, <i 6>
< 39 AHE BoFa vk EAZR, Juv] d=x23 A9 d=W AE7199 EE
AG7F 247 0.039(t=3.00), 0.452(t=16.55)Z E5F 1% FTolA F9g Aoz Yeytt o=
ANA BT JH|Z} wiEe] STt 7195t dvke Ae BoFe AFo|th HuiH] 9
& A (HHIFEE) 2] Al AuY] @2zt A E71GA 0.135(t=8.80)Z 1% F~TolA]
o2 yvehd v, HdlH] =y A E7]d M E 0.028(t=0.90)= FolehA] @k A
th ol& 719el HFeErt B2 A &3 e Afole Jun dxxdt 7199
uj

299 FdYo] HF moRlve AL HoFe 232 AT EE grdsz

o

[¢]
-

)
(e

o
X
aV)

ohy] Sl WS S S FERSER 4D AYRFES 4
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g 98l b3 22 mY (4 Al gARAE dAssith

SALEPEE, = o+ a,HHI + a,ICF, + a3 LEV, + o, RND, | +a;ADV,

+agLNTA, | +a,SMALL,+ > YR+ X IND+¢ 4)

<53 9>

SALEPEE : " Z&/7 tH]

HHI ceAE -S4 A5

ICF, D EAEE dFREA S AUEEAte R 2Ese 2

LEV, DA R &R A E A

RND,-; :#A7] A& A7|dEAto g F3383E o

ADV, BN E AV EEARNe R HFeE 5

LNTA, 37| A4t Ad 20 (&9 - J9)
SMALL, :Z4&7|99°l9 1, ofy¥ 0

YR CAEYR] W

IND DAkl M
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0.064(t=7.64)Z 1% FTollA Fd H+)e #AE B

B A

RLNG =1

UHRSEI Goie|e]

wh
S

fils

o
=

Ao = AE719 <]

el 0jxls g

[

101

o}, HujH] =23 &7 HHIS Al #e

HHI®| Al g2 0.009(t=0.52)2 K(+)9 #2 7Y BAFLCR FofsiA] &ttt o]elgh
A= A ez AE7|Hd e AT S7HEES HuR Y iEsd=rt St
she W, HjH) & g oW 2 A& 7199 A tdle AR TE7E AH Y miEE i =el
frol et gaks nAA] e S BT k. wEhA e 244} T3 Juy] =g 2
Hsto] A& 79 E HeErt 2 Al S8l S Afdle A e wiEd o] Aol
=0e VK 1= AREE 999 stk
CE 7> MAESZef FofH| ST tHEAol A of Chet 3|7 2A
M m= Hojd| st=x3 7|¢ Hehe| szl 71
EESHA T t—value EESAH T t—value EESAH T t—value
Intercept 0.000 —21.72" 0.000 —30.47"" 0.000 —11.53"
HHI, 0.052 6.01"" 0.064 7.64"" 0.009 0.52
ICF, 0.016 1.86" 0.028 325" 0.008 0.50
LEV, 0.035 3.89” 0.084 9.80™" —0.017 —0.92
RND, —0.028 —3.18" —0.027 —3.14™ 0.007 0.44
ADV, —0.027 —3.16" —0.014 —1.66™" —0.003 —0.17
LNTA, 0.306 26.64" 0.458 40.51™ 0.384 17.18™
SMALL, —0.033 —3.02" —0.123 —11.13™ —0.092 —4.4"
IND
YR included included included
adj.R’” 0.147 0.384 0.219
N 12,482 9,286 3,196
F—value 72717 194217 30.81°"
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A 7= Hojd| Stz xED 7Y Hrojd| stEd 7Y
EFsPAF t—value EFsAF t—value EFEsAT t—value
Intercept 0.000 13.22™ 0.000 9.38" 0.000 —0.36
EE —0.005 —0.57 0.018 1.82° 0.438 529"
0GS; 0.271 17.43™ 0.261 15.48™ 0.238 10.10""
HHID, 0.063 6317 0.031 2.49™ 0.070 1.76"
HHID*EE; 0.050 3.24™ 0.080 4.16™" 0.004 0.06
ICF, —0.098 —2.77" —0.124 -3.01"" —0.013 —0.60
LEV, 0.152 9.04™ 0.183 16.35™ 0.066 3.49™
AASSET 0.246 501" 0.251 4.81™ 0.208 1027
RND, —0.015 —1.66° —0.003 —0.36 —0.043 —2.90""
ADV, —0.053 —1.67 —0.034 —0.90 —0.084 —3.80""
LNTA -, —0.153 —11.42™ —0.127 —8.29™" 0.056 2.19”
SMALL, —0.210 —17.27" —0.185 —12.69™ —0.325 —15.30™"
IND . . .
VR included included included
adj.R? 0.244 0.261 0.388
N 12,482 9,286 3,196
F—value 119.39™ 97.48"™ 60.58"™
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g EAd 0z fosE 2t Aoz dehith Fesh, AgAFEs} ol goy)
wEe Sl 2ot Z7ks] Ee A1GQ gl E AT Bole L grstehe 4
E2318to] AF5a gk o] Jbssteh meb oleld A v BAPFEL =
% Ao GEzd 2719 oo uEe FAY | shaelul e e B
el Aelrk o Roleke M 208 AA Bk

SAMTE AV E, Y] d=x3} A ST s LEVE] JAAT7E el @ H+)<

AN

N

il

= B3, ICF, LNTA, SMALLS] Al 32 o ()9 a< B v, Hdv] 3=
U A &719 = LEVEF LNTA 1218 <K(+)9 #2 ES 1, RND, ADV, SMALL®] A4 3k
< TR S(H)el #e Bt

<# 9 APATEES ASUSFE v EXANE HoFa ok Ao gz A FE
7199 EES] AF 362 0.005(t=0.37)= F2lstA] &2 A3E Btk =, Jui¥] A7} v &
Hol WX = Fao] FolstA] = AR AT

B 9 MAHSE(HH)ZE HoiH|Qb 7|ERTofH| 2122 H] ) DjEY Y| OjX= S

A EE2 Hojd| stz xED 7Y Hrojd] stz 7Y
EFsPAF t—value EEsHA t—value EFEsA t—value
Intercept 0.000 13.87™ 0.000 9.75™" 0.000 —0.08
EE —0.012 —1.06 0.005 0.37 0.422 1517
0GS; 0.284 27.66"" 0.279 23.82"" 0.247 12.15""
HHI, 0.055 5.05™" 0.022 1.61 0.045 1.81
HHI+EE; 0.063 499" 0.096 621" 0.029 0.94
ICF, —0.012 —1.20 —0.011 —0.94 —0.008 —0.49
LEV, 0.166 18.92™ 0.197 19.98™ 0.081 468"
AASSET 0.075 7.78" 0.086 742" 0.022 1.37
RND, —0.033 —3.85"" —0.021 —2.10" —0.049 —3.14™
ADV, —0.083 —8.59™" —0.073 —6.58"" —0.084 —432"™
LNTA -, —0.148 —12.59™" —0.119 —8.60"" 0.052 2.15™
SMALL, —0.236 —21.71" —0.210 —16.55™" —0.363 —18.13"
IND . . ,
YR included included included
adj.R* 0.189 0.202 0314
N 12,482 9,286 3,196
F—value 86.64"" 70.08" 44,06
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B 10> MAYS=(HHID)7F FehH|el ijES0|e) Yol nlxl= ol et 2724

M E= Hohe| stz x3 7|y Mehe| stz 71
EESHAH T t—value EESAH T t—value EESA T t—value
Intercept 0.000 4,05 0.000 247" 0.000 —9.43™
EE 0.161 1827 0.180 17.65™ 0.062 2,157
HHID, —0.080 —8.79™ —0.101 —9.12™ —0.046 —1.77
HHID+EE, 0.141 14.41°" 0.175 14.67 0.082 2617
ICF, —0.033 —3.83"" —0.061 —5.92"" 0.097 553"
LEV, —0.041 —523" —0.047 —5.32" —0.197 —10.40™"
AASSET 0.150 17.65™ 0.155 1529™ 0.263 14.72™
RND, 0.079 10.50™" 0.078 8.84™" 0.001 0.05
ADV, 0.438 58.76™ 0.420 48.48™ 0.078 4.64™
LNTA, —0.008 —0.74 0.006 0.52 0312 11.94™
SMALL, —0.074 —77" —0.084 —17.53" 0.035 1.60
IND
included included included
YR
adj.R’ 0.3698 0.3723 0.1687
N 12,482 9,286 3,196
F—value 22291 167.89 20.64
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23} AZ7]lA 0.075(t=5.41)E 1% F=olA F9J3 xS Bel ukd Ay
W AE71gelM = —0.009(t=—0.28)= Fo]5kA] &2 o ® VRt o]/de] At A
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CE 11> AGESE(HHI)7F Fohe|ol tjEE0() 2ol 0|x|= S0l thet 37 =4
M E2 Mehe| stz =3t 7| Moje| StEU 71
EESHAH T t—value EESAH T t—value EESA T t—value
Intercept 0.000 499" 0.000 3.58" 0.000 —9.46™
EE 0.195 19.48™ 0.203 17.33" 0.115 3.717
HHI, —0.019 —2.01" —0.048 —3.98™ 0.021 0.79
HHI*EE, 0.041 3.647 0.075 5417 —0.009 —0.28
ICF, —0.033 —3.83" —0.060 —5.80"" 0.096 550"
LEV, —0.038 —4.82"" —0.043 —4.91™ —0.200 —10.53"
AASSET 0.153 17.96"" 0.158 15.44™ 0.263 14.68™
RND, 0.079 10.40™" 0.077 8.64™" 0.001 0.07
ADV, 0.442 58.90"" 0.424 48.52" 0.078 463"
LNTA, —0.024 —2.30" —0.013 —1.04 0.307 11.76™
SMALL, —0.077 —7.97" —0.089 —7.85"" 0.031 1.40
IND
YR included included included
adj.R’ 0.360 0.360 0.167
N 12,482 9,286 3,196
F—value 213.69" 159.09™" 2042
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The Effect of Industry Concentration on Revenue

Contribution of Entertainment Expense

Won—Wook Choi” - Hyun—Ji Lim"*

<{Abstract>

In Korea, corporate entertainment expenses are not always tax deductible. Corporate Income Tax
Law posits a limit to the tax deductibility of entertainment expenses, because any excessive
entertainment expense that does not contribute to revenue generation should not be tax deductible.
However, the deductible amount of entertainment expense is a linear function of revenue, without
consideration of firm-level and industry—level characteristics. Since firms spend entertainment
expenses to increase sales and market share, the revenue contribution of entertainment expense
should vary with the level of industry concentration. This study focuses on how industry
concentration affects the revenue contribution of entertainment expenses, both within and above
the limit. We find the revenue contribution of entertainment expense is higher for firms in more
concentrated industries.

Using a sample of listed companies firms in the Korean Stock Exchange between 2004 and
2014, we find a stronger association between revenue and entertainment expense in industries with
higher concentration ratios as an indicator that the effect of entertainment expense on sales
increase is greater when the industry is concentrated among fewer companies. In addition, we
show that the level of revenue contribution of entertainment expense is closer to that of selling &
administrative expenses in concentrative industry. Our findings imply that non-deductible
entertainment expense for firms in highly concentrated industries may have indeed contributed to
revenue increase.

This study provides implications to regulators by providing empirical evidence that industry
characteristic matters for revenue contribution of entertainment expense. Without consideration of
industry characteristic, not all the revenue—generation entertainment expenses are recognized as
tax deductibles in highly concentrated industries. This can aggravate firms to impute the

entertainment expenses to customers by increasing price level.

<Key words> Entertainment expense, Industry concentration, Revenue contribution

* Professor, School of Business, Yonsei University, wonchoi@yonsei.ac.kr, First Author
#** Ph. D, School of Business, Yonsei University, hyulim00@gmail.ac.kr, Corresponding Author
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