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CE 4 HYWFHO| LYAUS 083 0|XH0| 0| Y
AEM; , = By + B MSCORE; , _, + B3,51ZE; , + 3;ROA; , + B,MB; , + 65B1G4M
+ B LEV,, + 3.GRW,, + YD+e,,

oA =™ EHX|(AEM)
By
[ HA T tat
Intercept —0.0414 —0.57
MSCORE —0.0151 —1.76"
SIZE 0.0019 0.70
ROA —0.0267 —0.55
MB —0.0019 —0.36
BIG4 0.0047 0.43
LEV —0.0029 —1.74"
GRW 0.0491 1.83"
YD x%
Adj R—Sq 0.0399
F Value 2177
N 450

1) A o]t AEM=A %2 A 332 ; MSCORE=7 93 %Xéx] SIZE=7| 4 R (71 2FA 4
AA 228 s ROA=FG(B7]=0l /71 Z2FA4Y) s MB=F7P4 7] (X 7FH /A2 % %‘—7}
2)) ; BIG4=7FAIQITF 2(Bigd 7HAR) oW 1, ofy™ 0); LEV:l‘%Zﬂ‘ﬂ]g( SR AN/AZ| AL ; GRW=%
AFE7HE((TEZARY 71 23 AN 71 254 YD=d =],

2) #, wk, w 10%, 5%, 1% T4 BAHCE FolH(FEA%)S UEhdTh

<& 5> B d7Y M 12190 AAE e felo] w2 Arele
Ao o]% } 010_1,}_7&,9] e 7} Aashs digo

o EH”C’E IAEALS A ]‘51 Panel AQ} Panel Boll 1 A%E B 13} th Panel A9
7ﬂJJrE B AYHH(MSCORE)S] AATL Bi°] 10% FTollA ol et &(—)2 #= Hol

ol Aol BLFE olgxyel Badm UST e
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SAAFA Bl 5% FEAA Fod S(—) k= Hola lon, HIHH(MSCORE)™ 4
AR 3 3PS FEE guEEM)] gk A5 28-S MSCORE X EM)2] 3] AA5<]
827} 5% FEAA et H(+)el S Holx Ut whebA Panel B 7-%% Panel AS}
LA AT fQlo]l & ASdlle AYB o] 2255 Y AS o] &3 o]dxH 9 3§
El7} Haske d2do] el lukE (VM 1218 A A AZE Kol gk 994>
= AL 718F BAASF A9 M 1119 23 A fAlett

<R 5 Z9EF MXlelm| 7QI0] WYAHS o|Zet o|YxFo| Olxl= &
AEM,, = By + B,MSCORE, , _, + 3,MSCORE; , |, X EM, , + B3SIZE, , + 3,ROA,,
+ By MB; , + BsBIGA, , + B, LEV; ,+ BsGRW,, + YD+¢,,

e Panel A : ®Xts|m|77+=[0, 0.01] Panel B : MX}s|m|717+=[0, 0.02]
3| A F tar 3| A F tar
Intercept —0.0309 —0.42 —0.0316 —0.44
MSCORE —0.0155 —1.85" —0.0176 —2.08"
MSCORE X EM 0.0485 2677 0.0268 240"
SIZE 0.0014 0.51 0.0015 0.54
ROA —0.0210 —0.45 —0.0213 —0.45
MB 0.0006 0.10 —0.0008 —0.15
BIG4 0.0015 0.14 0.0027 0.26
LEV —0.0027 —1.68 —0.0026 —1.55
GRW 0.0454 1.72° 0.0489 1.89"
YD X3 X3}
Adj R—Sq 0.0624 0.0552
F Value 276" 2.54™
N 450 450

) WA el AEM=A T4 S 4% MSCORE=7d 9B 4 F4 2 ; EM=2 23] 9] {2l (A A1
B35 A3 o] TheAol Ae Aekell &ohw 1, of™ 0) ; SIZE=7I AT (7] 23 Ate] A
ZI3H) s ROA=FI (710l /71 2374 ; MB=F7P5 7 A 7FEA/AH 9] AH7H)
BIG4 =21 (Bigd #ARL o9 1, ofU™ 0) ; LEV="F3H]&(FH-3H/2712H2) | GRW=FAF
T/HE((TRFAR 7] 23271 254 YD=A=H 1],

2) #, wx, wrxd 10%, 5%, 1% T AR folH(F5A%)= HedT

3. A9HA0) AA eldzAe wAE JFA

u =

<E & M 2- 119 9Pl $252 QA o927 Y/t BLAEAE BE 3
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A Aol <& 6> 3TN A,
A g o(—)9 #= Hola vk w
AadtE M- 1S AR 29

X (MSCORE)S] 3AAT7t 5% T

=
HHo] =& A oldxA o] YErt

-

<& 6> ZFEH0| A ojxFol nixl= G

REM, , = 3, + 3, MSCORE, , _, + 3,SIZE; , + B, ROA; , + 3,MB, , + 3; BIG4,
+BLEV,, + B;GRW,, + YD+ ¢,
e ol =™ Z X X|(REM)
3| HAE tat
Intercept —0.1025 —0.98
MSCORE —0.0237 —1.97"
SIZE 0.0055 1.40
ROA —0.1940 —2.83"
MB 0.0013 0.20
BIG4 —0.0282 —1.88°
LEV —0.0026 —1.04
GRW 0.0817 2.50"
YD X3t
Adj R—Sq 0.0311
F Value 1.90"
N 450

i) W o] - REM=2lA|0] ) zA o] EFF=% ] ;
A2e) AR s ROA=FAH(F7150| /71 25 AT | MB= 77133 7h] & (A1 7H5 /A el
FR7HA)) ; BIGH=AR1TF R(Bigd 7HAFQl o % 1, ol 0) ; LEV =548 &(EFA/A71 2HE) ;

FANST (O LFARL 7| 2R 7| 2EA) | YD=
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A7) fleh 793 (MSCORE)C] Al o]z el WESA Al v|A]

o] 991 stel e 9%
F7F B Aaoltt. <& T>2 HH FH5MS) v IUATEEUCFO)E B5elle 7
39BA FHA(MSCORE)®] BAAF} 5% FEolA BAA R Feldh 5(—)9 g vehl
3 vk FERS7 S AZL7HAPC)Y Aol 498 SHA(MSCORE)S BAA+
b ()8l @ Belme YA FARCE folaAE Yk  AYFAol Bok AF5Y
Bl £ HhE g FeRol BERE AVGTE B Aol 2 e Awshe U

7h Aasta glas & 5 SdTk

B 7> Z2EEH0| A oo njxls
ACFO;, (OI”ADE,;,f OTAPC,:J) =By + BIMSCORE; , | + B,SIZE; , + 53R0A1;t
+ B4MB;  + B3 BIGA;  + B LEV, , + B; GRW, ,

+ YD+e,,
e EEHT=ACFO EEWMT=ADE ESEHT=APC
3| HAF tat 3| A tat 3| AF tat
Intercept —0.0460 —0.63 0.0199 2.06" —0.0723 —1.42
MSCORE —0.0181 —2.16" 0.0051 443 | —0.0103 —1.58
SIZE 0.0030 1.07 —0.0011 —3.05"" 0.0036 1.83"
ROA —0.1410 —3.06™" 0.0109 125 —0.0702 —1.99"
MB —0.0007 —0.14 —0.0004 —0.50 0.0015 0.42
BIG4 —0.0115 —1.09 0.0039 3.14™ | —0.0200 —2.55"
LEV —0.0030 —1.69" 0.0003 1.56 0.0001 0.09
GRW 0.0502 2.127 —0.0070 —2.20" 0.0394 2.54"
YD x3gt x3% ¥
Adj R—Sq 0.0244 0.0733 0.0250
F Value 1.70° 3227 1.72"
N 450 450 450

1) ¥Fg el ACFO=H%% dddFEE ; ADE=HHY AFAH & ; APC=1]F} A x=d7};
MSCORE=79%H FAA| ; SIZE=7| 9T (7| 2FAe] AFA 228 ; ROA=F4(B7 50 /7]
ZFAY) s MB=F7P 7] & (A 7FE /AR S] B7HA) | BIGA =3I R(Bigd #HARRL oW 1,
oFUW 0) ; LEV="FA1] &(FFA/A7AL) ; GRW=FAFZ7H&((O 2 FA -7 25247 2%
AH4h 5 YD=A=H 1]

2) x, wx, wee 10%, 5%, 1% TN SAH R frolH(FS54A%)= Hebdth
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REM,; ; = By + B,MSCORE; ; _ |+ B, MSCORE, ;, | X EM, , + 3;SIZE; , + 3,ROA,,
+ BsMB; ; + B¢ BIGA,; ; + B, LEV, ,+ B GRW, ., + YD + ¢,

28 Hxt=lml 7elo] A ojdxEFo AlxlE FE

Panel A : ®Xts|m|717+=[0, 0.01]

Panel B : MX}s|m|7t7+=[0, 0.02]

SRR
3| HAE tat 3| HAE tat
Intercept —0.0911 —0.87 —0.0884 —0.84
MSCORE —0.0241 —2.04" —0.0272 —2.29"
MSCORE XEM 0.0528 240" 0.0386 264
SIZE 0.0050 1.26 0.0049 1.24
ROA —0.1877 —2.79™ —0.1862 —2.79™
MB 0.0040 0.61 0.0030 0.46
BIG4 —0.0318 —2.13" —0.0311 —2.09"
LEV —0.0025 —0.99 —0.0022 —0.87
GRW 0.0777 242" 0.0814 260"
YD z3} w3
Adj R—Sq 0.0446 0.0484
F Value 223" 234"
N 450 450
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o &3 1, ohv]
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W 0) ; SIZE=71Y 7+ RV Z2FA e
AD) ; MB=F7b3 748 S (A 7k g Ak e] ARt
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A Study on the Effect of Business Scoring
System on Accrual Earnings Management and

Real Earnings Management

Young Hoon Kim® - Sung Ook Park™ - Ga—Young Choi™**

<Abstract>

This study examines the effect of the business scoring system, which is a financial ratio relative

to other firms in the same industry, on accrual earnings management and real earnings management.
This study also examines how the incentive of avoiding losses affects the relationship between the
business scoring system and earnings management. The empirical results are as follows. First, firms
recording high value of business scoring system are less likely to engage in upward accrual earnings
management. Second, the negative effect of the business scoring system on upward accrual earnings
management is alleviated as the incentive of loss avoidance increases. Third, firms recording high
value of business scoring system are less likely to engage in upward real earnings management.
Fourth, the negative effect of the business scoring system on upward real earnings management is
alleviated as the incentive of loss avoidance increases. The contribution of this study is in two folds.
First, previous studies suggest that the construction industry aggressively adjusts earnings upward
in order to receive a high value on construction ability evaluation without measuring the business
scoring system. However, this study directly measures the business scoring system determined by
the financial factors and empirically analyzes the differential effect of business scoring system on
earnings management. Second, this paper delivers policy implications in that firms in regulative
industries have incentives to engage in earnings management when facing with regulations. In
general, the financial industry is known as a representative receiving a lot of government regulations.
However, the estimated value of construction ability evaluation applied to the construction industry
can be regarded as a direct financial regulation related to the order amount. Most of the previous
studies on regulatory policy and earnings management have been conducted on financial institutions,
but this study has been extended to other industries such as construction industry.

<{Key words> Construction industry, Estimated value of construction ability evaluation, Business scoring

system, Accrual earnings management, Real earnings management
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