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Frelo] win] 7kee] o m e JFL A=A AT

] =;

o .

& H2 AR T 3T Relo] wH] A7k e o] vt A e nlR= FEFe AT

sttt AdAteE YAl (earnings thresholds or earnings benchmarks)S ©A8HA] E3l< o
- 739

Eo](penalty)S ®7] W&ol 7]FX] ©]%(earnings benchmark)S 24335}7] $13l
o|9)Z A 3H = <l (earnings management incentive)s ZEil Ut} FAIF O, HAIAELS
A7 o] EA] e FdR oS 2o stE a stAY, &4 Buske
]38} 22} Sthi(Degeorge et al. 1999). 53] Hayn(1995)9} Burgstahler and Dichev(1997)
2k50] &4 BuE 3l9al] g8l o]ds 2T AFHoR BT oA £4E
at7] ffote] FEAES AFA &2 2T 5 o, o|& Qs Ayt = M
Utk &, SAEDE 3|73517] flte] AIAES Edo] AT of v &S o AARATAY,
UH%°”°1 *‘ﬂﬂ B85 @ SV F Ao A EAE ]9 0] = 719 vt
é o

=tk H ayn(1995)9‘r Burgstahler
P

lﬂ o

4 7 anmaduLIge 4
o webd Zifrol R anlgle
2ge] B9 AHgEGS b0l Atk uheh 27 Rol R ge] i
244 Tt e gus 1Y Aok

Ao 4gae APl e vgnrt 2 1§ FRolsd, 7E HYATFEE F
2 gjgelule) Pu ATsa AT, B ATE wrug AgHE A7 =
1

ne -d
o)

fd

QAR It AR A4 + 2. 7, VUG]Sl FHE 1% 2 A4
Agkste] 4 Agto] Aelv] W, $EE wule] YL AR et F
webd AGA U E o2 ETE AGRY, BHoRE SARDE 3

o
9‘33
qr £

1) Dierynck et al.(2012)A % ATFRO|AH17]9L &A1 13| 3)
ol9)g Huagivtn sttt &, 7199 AR
post measurement)2}iL & = ST}

2) TS 5(2009) AAHFRE7E 2 7ol A vl defn] o} Q1738] o] spid A o] ARt RIF AL 7Y
ANET B A UdebdS BAth S4B 033 fQlo] oA Bob, At ot Adet A sole
o}F & R o]dxAE 31 F& 3 £4 HuE 337 4] 7] " 938 &4
3 fRlo]l AL AUk F, ARt 2 A, 7S 2s8l8 vt Fde dold 713jeka Aztst
of, W&ol Zadtrigte Hl&ES o WAATIAY Ve AAEA &2 7ol 911:1& A
—bath f2l(big—bath incentive)o] 2}-&3lo] A2 A A7l e)7F Yelytin & 4 Sich
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dMe 2 HS FA Bt dojH o AFgate] Hal7d Foverconfidence)©] SHE7 A4 <
7FYE & FEFTs Chen et al(2013)°] AL, BGAte] S0 7kEle] BAlol v o
T Ttk oA 2 ATe 9] 58 B yold| me} wmo] ArEgE v 2k
i

A7 LS v 2ok AT e B A drgE ) g dYd s A =S
1, 7H S AT AMgeA s 22033 Wl tigh ol 3 A7l diete] A a
o ANGAAE & A7 2 ASEY 23 i AVAES & A7 g Aes
i,

Ate shuel aoln g, 71 e 47188 El(cost behavior)
5 Anderson et al.(2003) ©]F 7}y e o] v A A, 53] o

7kel shA 2ol digk A7t Eds] o] FolA sttt A7k shAE A S wiEY bl w
2 97tk ArET mjEd Ao mE 4rigtae] At 9 22 A vt A8
A /do] HAst= ol froll tiste] AA ZAA B (Economic perspective)

el 2 T3 (Behavioral perspective)d|A] A st Aot AAA THANA ] A F2 ¢
7} 2% 1] &(adjustment cost)el] 23S T dom, Arte] SPAAL S AE&H oAbAR o 2
ka1l F743H (Anderson et al. 2003). #jEo] Hadhs A folle, 34 AXE st AY =

=
dlaste 59 AT Tl H&2 Eolv ARl I FeAeRr B F gl

T 4

=

FAE A d T

olgldt AMEA & WA 0B NS Fo] WEUAR e £oodstE WA V] W
wolth, A H, o] A7IA o R v TVRIIIAY AR SHHA de T H LS
WAL 4= 9tk o & B0, A= TR HAE A$ Holle AHEL] A7 AslE ] 7Y
o =g dol Askd 4 itk Ek, AFo wjEo] IHEo] 18 ngsjof T A=
e gha v)g Bl AlgtelE U8 T F7HAQI v)go] B BAE 5 Qlrt ol d# e f -
T3 H 52 AUtz golgta st viEo] AT we] Yrtxgdu]go] mjEo] 7t
g wjo] YrtAnE Bt 27] Wi, 95 shA A AUkt fA g ole &
Abet W2to 2 Banker et al.(2013)= Y, Zigaol o] ugy AP A}t FE =7}

(Strong Employment Protection Legislation)o| A& =513
WA ol o 2A #SEvta Basiqitt g e oA o] Ane AdRte] gkt
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A QIATEI Bof| 242 st5w, s A4 Atz vl E&4Q) rbdy o] daea 77

3t} Chen et al.(2013)2 A #le] 7214 8Koverconfidence)©] &= mj& 714 A] B &S

d Aok, s A4 A7HHE gttt Tty w1, AGATE F79 o] o] of

Yt A7) #ARale] geols feiA] mEo] adddx E4sta vl&-S AAaATRA] &2 & Ut
A

o
Chen et al.(2012)= 749ALe] TFEZF4 7] (disincentive to downsize) 703 A= A {21
(empire building incentive)o] S5 wWZE o Al FFALE fAIste] H A4 AVl &
FEhn Basgloh)

T ME A7ke] P A e tiet AT SISl o] Fol A ok b2 €](2004)= =
W7Ide] shd 24 Q72 EA A5 HE2E ASEAS A7 2, AZ27149 Alx=d7t
AA AR S o] &ate] Al xd 7ot Aujeln] B shiE A A s B2 ATt A
A} e F(2009) AT Gl Arke] shEAAA A mAe 9¥FE ATt en,
NGF £1(2009) =T FA7IH AN = shER A AZFEE7E HE7|HdedA s shieE A o
7HI 7 debd S Btk A7 = wEe A7 A Ao Ao R e mjEe] F
7k Zlo|7] wjEel A7tzrgH]go] Ao v At whebA 371G s A A vt
el 7t YERdTh o] &t et $9%H2005) olF sPEE A A b E 7 AEE Q] 7IdE
2R 719904 ° vehgS Bth &7 92k 2AIRMAR] @] et A7 A

sho] B0] Itk Web £RAGAE A7hE HlFele] MyeA 2R gow, Ande

2 ko) SPRAYE FEd. olshe MR, ARAIGAE 2494 Bk B
24& T, MhEelel Wstel N AHE 2Pk mebd ARALY NG 267
99 J1QinT 9ot SRR WTEE fAR,

2. olel2A4% A7} Aefel ohek AYAT HE

Healy and Wahlen (1999)& ©]9 2% 2 (1) A &2 A A(discretionary accrual)= 53+ o]
2% (accrual —based earnings management), (2) 7192 Al A9 5 242 B3 A E0|Y

%(real earnings management), T 7FX|Z TE3}%
%, ARAES B3l B4, £4doly o]93tA B 3|3 T2 {5t oS 24
A 19 o224 f9S A=A TN FaAU A 49859 24

=,
fredo] =t
o} At E.‘fﬂ A E0] ] 2% (real earnings management)¥} & 3}e], Roychowdhury(2006)-

oo

gt

O

dl, 5

ol
25

[

3) 719 TEIF S5 B9AEC] FEA He 22 gkttt WA, 2194 Bide] V1Y 1R 45
AR HFHAQ] SHoA, A8 =E257t FobA] DAk 93 (reputation)o] Sek7hH, ZAd=e] 5t
9] T3 F7} 3Hck(Stulz 1990 ; Masulis et al. 2007 ; Hope and Thomas 2008 ; Chen et al. 2012). w24
a8 ZES ] st AGAEL WEo] AT E Y T& 2F5A won, o2 3 ¢
7}y el 7t shi7d A A o] Hrtt.
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< 902009, o Hely], Av|e] s

3 o] x—ﬂszJ} 22 714 el A Bk -|7\1' 27F 2 7194 o 3A vepds BT A}
Azt EY 2 719 AAE 3|96k gt Hl&= AaA7I7| B, e8] iR F
do] ¥ 7]8|gta AZste] wjEo] Hdasitets H&S o TAATIAY d7FE 454
AstA =tk ol o A AAR] A7 E fFEdth Wk, F 3 5(2009)
o] "lu]~ f-<21(Big—bath incentive)o] Y7} Elo] FIES Bty & 4 STt

e (o wd > o

ofN [l wo rlo o

A Dierynck et al.(2012)] we} Syt = AGAEo] £ 139 S
Al H| 8-S T oAV B ufE 71 A H| 82 E S/ A 43k s
g2 A7 S Holex] AT o]z o A3 APATELS AIAE
P glE g Aefae] mE S A s, A9AEe] Y
ol oS 2 TS HAAvh B2 vt A A7t el vk A 3

171 S A Eokeh sHAIRE & =i miH o] 23S o] dFE

FAE A EeE o o] tiste] AR o g e QRS Za AT, darR
@At gigt T4 B N ETE A e® ¥ & AHAS 2E=THAnderson and

Lanen 2007). WA w=%H] 3k oje)z3 o] =37t & 4= Qv 39, =FH|E Az Ad
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(human capital)el] et FAZ |Ad 4= ok =FAE0] 71 S3ld 7|& ¢ A4S
A\ gtele e Ak Algto] AT Waytt and Frick 2010). whehA] 58 2522] w54
AER 2 F7lete w7H7E A TE A2 7140l sl el Al &2 RIatA ot
AAz el el F£d] FAfshe Ao ® siAE 4 k. webx FES o] =7 HE
A7lE 7199 =8As S Bt H 7es Bt alaet /‘]ﬁ A g-o] W dojvt=
3|Ake] i AE HlE] APZI7F 7] wiZol|, o] gt 7] =B AAHd 2 =th(Hatch and Dyer
2004 ; Dierynck et al. 2012). w2pA] ZAGAp7) w1 23S OH ZX o]dg
Al b, e mE GEe - T3 HlES A elof gt &, st ’Lﬁ‘ﬁ%—% Lls
oA Fo] Folle wEAEe] A7 AstEH, 1 ¢ 24 H]‘Q“("HE A&E s Al w5/
& ol F7HH o r B FlolH, eSS 7|e5A 7|3 o] gobA| A ﬂoi AR
o] 23& Ao|t}. &, W|H 2= wFH| = B & Eo|A|NE A7 A Q] A oA wiHl= F
Ztolth. wheba] JIH o frALSHAl, wHIE o] o] =R AR el @14, 4714
HolA ] v &2 F o] o] thH] ol AgAte] A 2 #Hste] ATl =
ek H-E ghEolthd webA, & AFE ko gk ArtEEE A ) gt
Hayn(1995)¢} Burgstahler and Dichev(1997)= 71HE9] o] EX71 “0"< 7|22 AE5H
o|A] e Btk é, OE5L &tR o9 Bugt 7|[H9Ee] 47t &tRe HAE Hag
7195 Bt 9538 Ba2 YolH, ole 7|9EY S4E L 3|9 A3 ﬁJJri UEbstThar &l
Atk 5, a7t ] ol Hugh 7|2 ApdA e =
T, AQArEe] £ARE T3] flste o2
& 719Y 7FsAdel =oha skt
kA g zel] tigk 7t } DefA] 7] wel, °ﬂx}aw_ O 7lEs 9A3s] fsted olds
ZHohe Ao e, 4ol ofd o] HugdeAe AAFE Fa% 7IEHe] dr
(Degeorge et al. 1999). WPEW = 28-S Fe AAELE 9T v, A9AES
wHH] 23 & B o2 S T 7hedel ATt (Dierynek et al. 2012). 5, QAR LE 3|33t
7] f15ted, BAAE S o] A4 wo =FH|E o Fo|A, jEe] S W =
g Z7HAZ 4= Ut} Hayn(1995)9} Burgstahler and Dichev(1997)0l] 2]3FH, AqfRe] o]e] & H
e 719S AR 0 R S BasllE TFeA o] AN o] 2 & Bate] AgA o R Tt

(IO L
Morr K

oZ

il

i j

!
7]

e 2y BYS

=
=

71
1__

(]

]_
A% A Hng A 7otk tebd Aol Hur]ge a3 e 146 na, w
HE olelzgel =T AgAE FsAel Ar, Autdor Aftrelunslge] wr
© 98E A4 A wE S P 2 Ao q3H) oo T 2L Ee
A e
4) w50 252 Be) ol e 2T, WHont BEold Byolg BT PA Bk X w

B71H e 2e HA e W Tt Sz



202 MIFetS|AIME / M8 M4=(2017.8.)

7t 1 : The labor costs of small —profit firms is less sticky (or anti —sticky) than that of non—

small profit firms.

71 2614 AR B4el e} 1 19] e} ol g GeieA) Asngh R A
2, 394 So] met afweldnurYel 9APEt Bhe A BN Sl #e 7
GAEE AT AGBR T PR F ANS Bol 23 gom, 719 NS Srig A

= O;

[e] =
715 AE Yol e AGAEd] H|ste] & AEIle] VS oz g3t
(Demerjian et al. 2012B). 58 ¢] & AIAELS Al +IS 714 BHAA Fd5iH, F

[¢}
& 50| F& 4Y
5 4/ 2PA g Aotk ol Wetl M Park(2013)& GAL S £25% )
welule] S A o] ARG Btk FAH 0z, S0l F& AIAEE Bujueue] 4]
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79 2—1: Less stickiness (or anti—stickiness) behavior of labor costs for small—profit firms
is more pronounced (or pronounced only) when those firms have CEOs with low
ability.

EE5AAANA o] £ AYAR EREE A AAES H B A5 WA Ha,
B 7o) & 2o 4= 754 (probability of external hiring)E 77
Murphy 1992 ; Ali and Zhang 2015). wetr] IS A Zo A ZAAE e AR 9
A oA d vttt 53], AdAtel] tigh A 7] A4S wi SRk, Ay Xk
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74A 2—2 : Less stickiness (or anti—stickiness) behavior of labor costs for small —profit firms
does not differ between firms with young CEOs and firms with old CEOs.
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(& 1> Sample selection

Panel A. Sample selection procedure

MY EA EE T

(1) 2006~2015 7|3+ F<kel 124 24F wlgg 34 (34AA719 23 9,621
@ %71 2 A7 AE R wrle] AR 45T e MY -dAE 5,613
() 971 =FEE EAE 23] de VI -dE F 5,581
@) BAMSE 24E 99 ATARI) 5 bed V1Y -AE 5 5,016
(5) tEeAl 57 2 o] ZHol hed 1 —aﬂ;E & 4,485
6) FHL 7k Aol 507 o3l 719~ 4,181
(7) wEARsHE 3 =y Wohs 1*&%1% %= 4‘& HZF FEE(2008~2015) 4,054
Panel B. Distribution of firm—year observations over sample—years
Sample —Year Small —Profit Sample Full Sample % of Small—Profit Sample

2008 36 453 0.08

2009 44 448 0.10

2010 40 471 0.08

2011 47 514 0.09

2012 54 542 0.10

2013 57 540 0.11

2014 71 544 0.13

2015 44 542 0.08

Total 393 4,054 0.10
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gatdom, 252 Hlaed A WE 2 719 540 AolstRR A4 FEA A€
sttt FE7IZE Fofl A AAE 7IdE FEo 2T EE7Y
Guide®] DataGuide ProE ©]-&35to] FZ&3AtE 53 HZHELS <K 1>2] Panel A (1)3°]
AAE whel o] 9,621 719 —A X o]t} A 9F Anderson et al.(2003), Chen et al.(2012) 5 ™
FAQ A7 ATl wet, 7d7] B A7) wj= o] Zde) (ol et “i
H7)e] A& A4t 7hee Vo2 RES 3l oM (<3E 1> Panel A2 (2)3 5,613 7]
AE), B7] TRLAFAFd 0] B7] wlEds 2o = 719 -9 #SAE TS
T3 ]—oﬂ\ﬂr(<si 1> Panel A9 (3)3 5,581 7] —9%). T3k Anderson et al.(2003), Pinnuck
and Lillies(2007), Dierynck et al.(2012)°] w2} 7188 e] 2ge] Aol FA W2l =4t
HZF=(Asset Intensity), THY F S =(Employee Intensity), 91&1l|E7+40] 5 Successive Decrease),
27184 F(Loss Prior Year)E 43171 98 AFAR7E EAlstes 7oz 22 g3t
ATH<E 1> Panel A2] (4)3 5,016 719 —A=). A, 2 A9 7Hd 20|M = A2 54
(B T8 E vol)o] aqtReld B nr|ge] AVt nlAe Y& AT, AdAt
o] 583} yo] o] 713t 7o r RE-S et} B3k Dierynck et al.(2012)) ek

SE
ofN
A
3\2
e g

QJ%

7199 F49 571 Holx 507 o]l Nger RS et 7] FrIF YR g
A= TAA AQstAtt. viA| o2, o] /A (outlier)”t AFA ol nA|= FS A A
8 viEe Walg 9 FALANFAFY Wkl 4} - 39 1%74S truncation 7]H & o] &
ato] ol (outlien S 2ttt 1 A7 AFEA ] AHEH BE FE HFHoR <F 1>
Panel A2] (7)8] AAE v} 2o 4,054 719 —A=olTh

B ATE APATE ute £42 93] 99 ol ool el Aed 2t
o] B 17)YE HFEAo 2 Ui Fr|&o]do] o)A 0.011]9He] 7t FPE = 3|AL—
Ax F=AZ 1, 228A Zomd 09 griEE A ol at th(Roychowdhury 2006, Cohen et al.

2008). =, Small Profit; 0] 191 3A—AE AZX|Eo| AFR 0L 243 7| S0t <&
1> Panel B A2} LqfRolflnr]q] 225 AEHER A6t gk A= F+ A
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AlnLabori;= @ + 8 1AInSales;;+ 8 :DecDummy;#AlnSales;; + € i« )

AlnLaboriy, =3JY9A7tFAZN M3te] Za3k(=log(Labor;/Labori, 1)
AlnSales;, =v|&< W3] = 13k(=log(Sales;/Salesi;—1)
DecDummyi; =td %= m|&do] t—1d% vjEdHE} 2o |, J%€2] o™ o

A9l 4 ()ellA TS AlnLabor; 9k FH RS AlnSales; ] A1 = =787} vj &< Wzl
ute} oA WsteteAl, S 7184 =
ol-gate] wjEo] Srlele At Aadte A5 FEska, 24 Aol M o] wiH] MRS

e
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. 1=
97 dEhdTh, = BRA o oE g A e gtango] oiE F7h A eyl Z7h
ST AT, 5,8 Wl S B ()9l &S A Aol vl = shiere oz,
= WRAdon iE fHa Al e avgo] WE F7} Al wrE] ZrhgRn At g,

l =
of Pl E 9%S stelsndt Ak B =R 1 4FE Ad A0S Bgstel Beel 4

AlnLabori;= @ + 8 1AInSales;;+ 3 :DecDummy; ¢#AlnSales;
+ [sAlnSales; #*Small Profit;,
+ B 4DecDummy; ¢+AlnSales; *Small Profiti,
+ B sDecDummy; ¢*AlnSales; ¢+ Asset Intensity;
+ B ¢DecDummy; ¢+AlnSales; *Employee Intensityi;
+ A 7DecDummy; ¢*AlnSales; ¢+ Successive Decreasei
+ A sDecDummy; ¢*AlnSales; *GDP Growth;
+ B oDecDummy; +AlnSales; *Loss Prior Yearig
+ B 10DecDummyi;+ /3 11Small Profiti,
+ B 12Asset Intensityi;+ S8 13Employee Intensityi
=+ /8 1uSuccessive Decreasei;+ 8 1sGDP Growthi(+ 8 1¢Loss Prior Year;,

+Year Fixed Effects+Industry Fixed Effects+ e i 2)
Small Profit;, =AaTtREo|J 7Y HrHe
(0=137]zol/FB7tTAE<0.01 77koll ZFHH 1, 2=FA] Bo™ 0)
Asset Intensity;, RS E ; F=AAY v E
Employee Intensity;,, =3 JALHATE; Y /&
Successive Decrease;; =t— 1A= mj&do] t—2d% wjEAH} ztom |, 8] ¢om ¢
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GDP Growth;, =GDP A E(%)
Loss Prior Year;; =t—19x Zr|eEdE HaEed |, 1284 gow o

9] 2(2)ellA Small Profit, 2 271 0] & AAT 7|9 ES FEstE vrHFRA, A
FAINLZ e B71el o] 0017 0.010] W1 7Rt Sl E - 1, ARA] o 002
et A7lo] v 719 o g2 A g AP AT Dierynck et al.(2012)9F FL3HA 5
Uzt M e wfjE A Al =FHE dgdste] A5 glvstel e felo] AEdthd Aol

52 heEE A0 AVMYEHE BY AolH, DecDummy;+AlnSales; #Small Profit;,
o] AFRl Bt BARCE frolgh H(+) #he 7H o R o SHT B AfEo|E T
71959 E 7 Al w7H] FTHEo] UmA] 7|5 wiH] STMEET A5 o2
2, AlnSales;*Small Profit;, 2] A5 B3= o(—)9 k= 7F ot a4, di4Qd Urte
] 18 1(Anderson et al. 2003 ; Dierynck et al. 2012)°l] W} 2}2F 3] F = (Asset Intensity), &
AY FAF=(Employee Intensity), 1&m]E&7EAo]H(Successive Decrease), 72 A éﬂ%(GDP
Growth), A7] $£=2o]X(Loss Prior Year)E EA3tth AAIgE 9 thAl 714 BAWSsE &=
e Al SR E e 9 P e st EE A IS X SUER

= FAvd gl vt ddkE e vl vjEe] 37 ‘6‘}—‘:— 45 AR Eo] A7t E el nA]
© 9 ZYoIA meskA] skt webd, viE faete 5ol el SAR ]

ahz— 2 7w 20 AGAL] SYC5E L ARl theh 2FReldwnslglel sk
ME affReo|dB 1795 v A71gEr A
el 54 (CEO Ablhty.t)°ﬂ w}i‘r o)} 9L Aoz dAsle], o2 AZdy] YdEM FRS
7397 FH(CEO Abilityi)] FF@h(median)e] o}eh ¥ IFoR ”(2)%: 245
1 AFE vwach ThA] 28, DecDummy;AlnSales;+Small Profity, ©] #1521 8,7} G 7}e]

ol =2 7 Ao W2 7|9] 3t dold Aem oS3t
$HH, 79 Ake] ¥ (CEO Ability;, ) Demerjian et al.(2012)°] x¢Fet W& AHE3ste] 54
5}3ith Demerjian et al.(2012)9A =, Fo171 A4S o] &3t Hjo ol& FEste BEA

FAA 719 e SR Qe e At Fie AR Ui sEHor HE
Demerjian et al.(2012)2 A2 58-S S 5H7] 8] 294 42 AR FAA L
1Al ] DEA(Data Envelopment Analysis) 23S &-&3sto] 7|99 d&Ql &-&A(firm

efficiecny)S =331t 71919l A0 G848 7] AEES A 8] FUAd

o[}

7) ABAT(FAZ] 5 2005 5 HTA %
7N2FARe R Ve 97wl AR Atk
of 71z 7|REAt e Fitats o8 6‘}319.134, Ay
st Fdsith
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= 9rht &40 AN EAlE FLAIU] 719 EH vlwste] AlLbetsiths

S 1Al Fg 7o BEA AR 7Ige 54
Eof itk webA 2 Al A 7]H 9 }ig Joll @< mA
A (tobit regression)= T3t A AT T JEEH = 22AME
APAFHZE 9 2013 B)= Demerjlan et al.(2012A) Jtﬁoﬂ ©
3k Bl Al EA(validation test)®] €3to g2, Agx} HI} 7
s, A9t 58 SHA7F sl M= folsh A8 ZF‘ Ue2 BT wea
T-oll 4 Demerjian et al.(2012A, 2012B)dl] 7]¥k3 A2} 58 ZH XS o] &35lo], AYA}
ol et =] A7FE T EA] #4810

T O 49 54 F shiE, 7HE 2204w A GRS Uel(CEO Ageiell whet At
olol& G A ES dUHEIE THE AR o S8t vl A dAke] Ul (CEO Agei)dl %
gk(median)dl| wet F 102 Uro] 2(2)S BAste] 1 AHE Hladt) At el
(CEO Agei)= ‘EHEOV‘}’F/P: AW S 73 e AFEEY AdEdS o] &3t FHetaisith

FEvE 719 ES ddo R F5eF SE2010), F5oF 91(2010) T2 A7t 7E 13T

8) 1AM 2z Aol Fdiddol &9k 71 e] A B84 DEA 235 &3t thao] 3l
71%kste] AlZbe e

Sales
v, COGS+v,SGA+ v, PPE+v, INTN

max, 0=

7199 AHEEE vE Y (Sales) S AHEEIH L FUER Auapte] Fujulg, S mjEYU7KCOGS), &
] #2]H(SGA), F+EAKHPPE) 18] FFAAHINTN)S o] &3+ th
9) 1HAINA ARt 7199 Be4d AFolA 719 el S4ES Zeldiz] 8 294014 AH8-g BB
3] 23 (tobit regression)< T3 2t}
Firm Efficiencyi= 7 o+ 7 iILnAsseti;+ 7 »Market Share;;+ 7 ;FCFi,+ 7 sAgei.+ 7 sBSi;
+ 7 ¢FCis+Year Fixed Effects+ € i

(W]

Firm Efficiency; =127 DEA ®2o] o3t 7|49 &84 M4

LnAssetis =ZAke] A= gk

Market Share;; =wl&d/5Y Aedol &3 ZE 7199 wEde] &

FCFi =g FsEe] 08t AW 1, ofUH 0

Agei =3|AP o|lF AHAF

BSi, :/\]'oiil?‘?‘}‘{[:

FCi, =9|g}8 AR o] ddjar]e] F/mjE

10) Demerjian et al.(2012A)9l] 71Wket AGzt 58 - 271 29 grolgte AL 719 1179 EAA

7193 e 71 o] Eedde 7301%}7} 238 TAAF S onsiH, v APz} 58 SHAIL &
9 Frolghe AL 7Idafe EAA 7Ie ae&Advte EARE AGAr) 7199 284S U1
Zee ovgith. aela AGA 5Y SHAIF FY gholH, 1 #hel ¥ S5, AIA AQle] Ao
2 Q& 7lgde] E&Ae]l ¥ Bol Tkt sttt whekA, AR} w8 53R Fho] F7E

=
AAA 7Nle) seo] o &)
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HoEE O&8S Wyt mebA, B =52 A= (year fixed effect)9} 44 & 7K(industry
fixed effect)E FASIATE B3, 2t Alg9] 3E 9 XK (standard error)= 719 W AlE 3 T(serial
correlation)= X4 st7] ¢J8lA 7I9H=E clustering= A8 T

WA, A B F9 WP Ug 71% SAE <& 2>9] Panel Al AAlFoIT). Fio|
43t 7199 FALANFAFTYo] HHFH oz wEdel 9% o] th(Labor/Salesi, : mean
value=9%). ¥l 7]9] mj&do] 2t 7] wjEAH} 7+AGE A9 = DecDummy; 7} 191 7%

AA FE9 36%=, APAT<} vl§- FAFE o]tk Demerjian et al.(2012)°] 719kl 57
CEO Ability= 31 0.0039] g2 A dthiD CEO Ability7} &2 & ztete A2, 7199
afr EAE At & FHelx AAA ARl JFe R QlE) 719 R&Aol St e S
ojmjgitt, Agare] vol= A o2 58.2740|t) IR 5 (CEO Abilityi)oll thet 7414
Qo= 32 AFRIF Y AA o 7]wE o] slen, o] & FaW o] g o= <Appendix
A>°] 7]&E o] Qlth

o, EAE 3]0 BH 07 o] o] YAHE VIH(EE AR EITH)S AR
2ol ok 10%°) EE . <& 2>2] Panel B T8 3]AWMS 2] Hit(mean) 2 Z-Y%k(median)
S AatRole)S Hadlk 71 (Small —profit firms)¥ AFRo])S Huskx] &2 71(Non—

i

12
4
o,
rSl

small profit firms)©.2 Z}zt yro] AlAlstaL, At 2 Tk 3k Aol 7t A o=
T @A Basta ik agtRoloS Hudgk 7Y e A &L 71 Sl Bl ol¥ 7] “H
Zdo] Mddin] 74319 2 (Dec Dummy : Non—small profit 2 0.36 vs. Small profit 3

0.40), 2wt ofg} At 7)o = wjEo] A% A= BTHSuccessive Decrease : Non—small
profit 3 0.33 vs. Small profit 3+ 0.38). WebA AqfRele]S Bugl 7|HEL o] 9x2% 9
ZIA & wjEo] opd H[EARRE 4 W flas frFdls 7 Aok Ed oqfRo|le Kt
ZI9ES O8A & 7AdE vl APAte] THo]l ¥ WEITHCEO ability : Non—small
profit X 0.00 vs. Small profit ¥ —0.01).12) 3R F FE Alolo] AYA} Yol B2

11) CEO Ability= 719 &84 A< (firm efficiency score)llA] 71 1#2] Sz 213 g3E Al
%o] Z-xK(Residual from Tobit regression analysis)2 2] €t} w2bA, G252 (CEO Abilityi)2] %3
T& 00 77he #S Adrh

12) 32 AFRE A% REA AAIE CEO ability B 2lo] ¢J3lH, CEO abilitygko] F4= 2GR
s¥e] ¥ Erh
o 1 3T
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o2 9olaA xfo]ibA] egrit).

(& 2> Descriptive statistics

Panel A. Full Sample

Variables N Mean STD Q1 Median Q3
Labor Costs (Wmil) 4,054 114,779 495,443 9,394 19,573 49,502
Sales (Wmil) 4,054 1,892,611 7,248,769 131,021 282,406 855,309
ALabor 4,054 7,144 74,798 —211 769 3,059
ASales 4,054 97,989 1,009,831 —10,338 9,051 48,679
AlnLabor 4,054 0.05 0.15 —0.02 0.05 0.12
AlnSales 4,054 0.05 0.19 —0.05 0.04 0.13
Labor Costs/Sales 4,054 0.09 0.07 0.04 0.07 0.11
Number of employees 4,054 1,854 6,243 232 433 996
In(Assets) 4,054 19.94 1.51 18.88 19.63 20.72
Dec Dummy 4,054 0.36 0.48 0.00 0.00 1.00
Asset Intensity 4,054 0.20 0.62 —0.16 0.15 0.48
Employee Intensity 4,054 —6.53 0.84 —7.01 —6.44 —5.98
Successive Decrease 4,054 0.34 0.47 0.00 0.00 1.00
GDP Growth 4,054 2.89 2.79 2.29 2.90 3.31
Loss Prior Year 4,054 0.21 0.40 0.00 0.00 0.00
CEO Ability 4,054 0.00 0.08 —0.04 0.00 0.04
CEO Age 4,054 58.27 7.14 54.00 59.00 62.50
Panel B. Differences between Non—small Profit Firms and Small—Profit Firms
Non—small Profit Small Profit ;
(N=3661) (N=393) Mean Median
Variables Mean Median Mean Median ot Dt
AlnLabor 0.06 0.05 0.04 0.03 0.02" 0.02"
AlnSales 0.05 0.05 0.04 0.03 0.01 0.02"
Labor Costs/Sales 0.09 0.07 0.08 0.07 0.01 0.00
Number of employees 1914.88 432.00 1289.80 447.00 625.08" —15.00
In(Assets) 19.94 19.62 19.90 19.74 0.04 —0.14"
Dec Dummy 0.36 0.00 0.40 0.00 —0.04" 0.00"
Asset Intensity 0.19 0.14 0.27 0.22 —0.08" —0.08""
Employee Intensity —6.53 —6.44 —6.49 —6.42 —0.04 —0.02
Successive Decrease 0.33 0.00 0.38 0.00 —0.05™ 0.00"
GDP Growth 2.88 2.83 2.97 2.90 —0.09 —0.07
Loss Prior Year 0.19 0.00 0.31 0.00 —0.12"" 0.00""
CEO Ability 0.00 0.00 —0.00 —0.01 0.00"" 0.01"
CEO Age 58.25 59.00 58.45 59.00 —0.20 0.00
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Table 2 Panel A reports descriptive statistics for full sample over the sample period 2008 —2015 and Panel
B reports the differences between non—small profit firms and small profit firms in terms of regression
variables. *, #*_ sk indicate significance at the 10%, 5%, and 1% level, respectively(two —tailed test). See

<Appendix A> for variable definitions.

<HE 3>& F8 WS B3 vojE FAASF EAEAHRE Yehhith WA, njE W)
(AlnSalesi )& TGP ATEFoIZd H3-E(AlnLabori )2 1% F=ol A o3k F(+)9] Fa
A7} 9del, =51 7F 29 E(volume)oll wheh 221tk 712491 A7t & BofEr) ok,
£ W49l Small Profit;©] TF L AT E ¥ 3}-&(AlnLabor; )9t 728 () AF3A 7}
=, ol& AR 7| THLANFAFTY o] 182 & 7Y Eol H|ste] o}
< Hgg R I AY e Addy] Ask S-S ovldith A9A 542 B8k CEO
£t FY99A7H5301%9 W3S (AlnLabor; )2 1% ol 2l ok(+)2] FHBA =S
P9 ol AdAre] 523} )E bel BAS AT Park (2013)9] AT A3hek fALa,
Yol &S w77 Y Z7HEE 9wl @it 3 CEO Age ot TALANHAF

o 1 3}-&(AlnLabor; )AFo] ol &= 2] 3 A HAA 7} 24 81A] R

¢
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2. 3774 A
7l ARZO|AE 7| L2 H| RATISHEN

<& 4> 7Hd 190 whet qtReld B nr]gI veA] 71§] Zhel| =] EjT} Aol uh=A]
A% Aot} ARG A At uhel o] o]ejxAlo] AEE At Ro| RS
Small Profit, W2 E2H 1, o] WE Hrisar] JEFARTe R Use 3710l o] 0°]
A} 0.019) 901 F7o)) B % AL 1, 2%8A] gow ooz FHoHr)

<3 4>9] <Column 1> =%H|9] HItHYA S F<lst= 7 7182291 23 e] dajolt}. B,
o] fol3t AK(+)9 Fk(coefficient=0.406, t=12.04)2, B.7} F3+ 2(—)< %k(coefﬁment—
—0.153, t=—2.64)% 7N &), ol& hiEAZ =FH P S HolFE Aot} I, <
4>°] <Column 2>e|A &= AaATo] whe} =] dA7Fgeol] F3s P EA 29
TAR R 2AF 55 (Asset Intensity), T3 Y S E=(Employee Intensity), A5 &4
(Successive Decrease), 744 4 3-E(GDP Growth) 7] £l ¥ (Loss Prior Year)E =8
SASHY =78 s A Pzt Alebsa, 5l A A Ql A7t Evt ‘/}E]r‘fz\]":]'(
0.410 t=12.20 ; £,=0.153 t=0.64). ©] A3}= o] &Fe} 284 (2014) A< ZAzfe} %;46&4.
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<& 5> Labor Cost Asymmetry and Incentives to Report a Small Profit

: Subgroup Analysis Based on CEO Ability

Variables (1) Low Ability (2) High Ability
Intercept 0.015 0.153™
(0.18) (2.14)
AlnSales 0.524™ 0.364™
(8.36) (8.09)
DecDummy+AlnSales 0314 0.584
(0.85) (1.60)
AlnSales=Small Profit —0.197 0.007
(—1.86) (0.05)
DecDummy=AlnSales«Small Profit 0.510" 0.004
2.71) (0.02)
DecDummy=AInSales —0.126" —0.091
xAsset Intensity (—2.35) (—1.06)
DecDummy+AlnSales 0.094" 0.126™
xEmployee Intensity (1.76) (2.26)
DecDummyAlnSales 0.180™ 0.052
xSuccessive Decrease (2.32) (0.49)
DecDummy+AlnSales —0.020 0.037
«GDP Growth (=1.57) (1.24)
DecDummy=AlnSales 0.014 0.129
xLoss Prior Year (1.33) (1.19)
DecDummy —0.004 0.001
(—0.54) 0.11)
Small Profit 0.021" —0.017
(1.65) (—1.25)
Asset Intensity —0.004 —0.003
(—0.54) (—0.43)
dl= et mHE ol e] FHe R BA @m lvka i e & glrk volrh AH| 2 At
o4 ARl seel e 2itmolennslge] wrr) A} JoldA BASnA AR 5
2(CEO Ability; )2 %% %H(median)S 7| Zo.2 ﬁ%é EZ o] AR SHEAE B9A
o o] £ 7199 A% S4B 0] EATE BFHL 239 FUAAA )
P E BS A7l P

SelshgiTh. A8l 271 gelA] ARt Sl e A% QAR 7]
2 olafabn, ARAAe) 2307 Hadjustment costy® welste] Ahe) gl AQ o

A% 7%
A S e Aoz AdEch(Park 2013).
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(& 5> Labor Cost Asymmetry and Incentives to Report a Small Profit : Subgroup Analysis
Based on CEO Ability (continued)

Variables (1) Low Ability (2) High Ability
Employee Intensity 0.019" 0.014™
G.11) (2.29)
Successive Decrease —0.028™ —0.017™
(—3.25) (—2.18)
GDP Growth —0.004" —0.004"
(_1.69) (_1.78)
Loss Prior Year —0.027 ~0.013
(—2.81) (—1.24)
Year dummies Yes Yes
Industry dummies Yes Yes
N 1,944 2,110
Adjusted R® (%) 23.41% 19.07%

Table 5 reports the regression results of labor cost asymmetry for small —profit sample with respect
to CEO ability, which is measured strictly following Demerjian et al.(2012). We partition our sample
into the median value of CEO ability by industry(KSIC two—digits) and year. The dependent
variable is AlnLabor, which is the change in labor costs. Definitions of variables are presented in
<Appendix A>. The specification is estimated with robust standard errors clustered by firm and
include year/industry fixed effects. The robust t—statistics are in parentheses. *, **, *** indicate
significance at the 10%, 5%, and 1% level, respectively(two —tailed test).

Cf AF0[olEn (ol mPH| §7FEY : AR Kol F

=il 7H 22014 E atRolr|d el ] A7EEE 7 At Aol we tEA]
it ofof] whet AgAte] A& S ak(median)2 71FoE FES B2 U] AQQ)E
om, a2 date <iE 6> A Ut <& 6>2] <Column 1> 7 GAF Ao] w2
& XS 7Y AFoln, <Column 2>= A7 Aol & 7I9S o=
ot} #4947}, DecDummy; ¢ AlnSales; *Small Profit; 2] 7|51 B4 <Column
Fol gt H(+)2 Fh(coefficient=0.494, t=2.35)= Zt=th ©l=, & 49
spgtE Ao r 2ok on|git. AE e E A
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(& 6> Labor Cost Asymmetry and Incentives to Report a Small Profit

: Subgroup Analysis Based on CEO Age
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Variables (1) Young CEOs (2) Old CEOs
Intercept 0.112* 0.089
(2.01) (0.95)
AlnSales 0.401™ 0.456™
(8.03) (7.94)
DecDummy+AlnSales 0.042 L.115"
(0.13) (3.53)
AlnSales=Small Profit —0.164 0.032
(—1.52) (0.28)
DecDummy+AlnSales+Small Profit 0.494™ —0.046
(2.35) (—0.24)
DecDummy+AInSales —0.126™ —0.101
xAsset Intensity (—2.20) (—13%5)
DecDummy+AInSales 0.055 0.183"
xEmployee Intensity (1.06) (3.90)
DecDummy=AInSales 0.233" 0.017
xSuccessive Decrease (2.99) (0.20)
DecDummyAInSales 0.015 —0.025"
«GDP Growth (0.82) (—1.83)
DecDummy+AlnSales —0.006 0.046
xLoss Prior Year (—0.08) 0.47)
DecDummy 0.000 0.014
(0.03) (1.52)
Small Profit 0.003 —0.001
(0.22) (—0.08)
Asset Intensity —0.011 0.000
(—1.41 (0.00)
Employee Intensity 0.020" 0.016™
(3.04) (3.19)
Successive Decrease —0.024™ —0.023"
(—=2.77) (—3.04)
GDP Growth —0.001 —0.007"
(—0.32) (—3.15)
Loss Prior Year —0.019" —0.023*
(—=1.91) (—2.18)
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(& 6> Labor Cost Asymmetry and Incentives to Report a Small Profit

: Subgroup Analysis Based on CEO Age (continued)

Variables (1) Young CEOs (2) Old CEOs
Year dummies Yes Yes
Industry dummies Yes Yes
N 1,947 2,107
Adjusted R® (%) 19.82% 24.71%

Table 5 reports the regression results of labor cost asymmetry for small —profit sample with respect
to CEO age, which is extracted from TS2000 database. We partition our sample into the median
value of CEO age by industry(KSIC two—digits) and year. The dependent variable is AlnLabor,
which is the change in labor costs. Definitions of variables are presented in <Appendix A>. The
specification is estimated with robust standard errors clustered by firm and include year/industry
fixed effects. The robust t—statistics are in parentheses. *, **, s*#* indicate significance at the 10%,
5%, and 1% level, respectively(two—tailed test).

webA, d-2 AR A= 71 SHolA ] wiH|e] E8HT A ] AhoA SR
a2 Qg Q1A Hlgo] o F AolH, wbA e FIAES £ HaE 39T f{elo]
o Ao

aRA @2 A9zkael Blel ¥ 2 Aotk oA 7 o= EdH NI I Rl 2 719
spetel A ] 7t A9t Aol W FEAARE YEhE Zlor Ko Mt <i 6>

H, A7k = Z}%&%Oﬂ gk AR & iels ARkl 2l 24w,
A7 NN 54 & AR Aol wet EHE I FRlo] whE w=FE] A7 L el

15) & =RdlMe 492 58, A9A o7t attRo|dBur|ge] =71 e v = J3S 7tz
ATtk stARE, AGAte] Y3 volrt Bl =78 Ak Ee] J3FE wA skl ok
weba, <3 5> e BEAF vel7h aqtRe| B el mH] Ak o niAE e S
71 918+ DecDummy*AlnSales*Small Profit*CEO Agegl 4% 133 (4—way interaction term)=
ok, o] wE g o] xFE ook = 37, 2% S % CEO Age W)S X33t 3943813
o} sHARE Fo Aite A A &krh 5, 43| Low Ability Rkl A &gt Ro] B 7] o &
L5 23S Bote] AR 1E 3|98 & o] YER A, High Ability J oA 18 Ao
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CEO Characteristics and Labor Cost Behavior

of Small - Profit Firms®
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<{Abstract>

This paper investigates whether managers’ incentive to avoid losses affects labor cost behavior.
CEOs have incentive to avoid losses since CEOs reporting losses are penalized in various ways
and thus CEOs attempt to manage earnings to meet or beat zero earnings. Meanwhile, Labor costs
are one of the most important earnings management tool since labor costs, to a great extent,
account for firms’ total costs and managers have discretion over labor costs. Small—profit of
firms is ex post proxy of earnings manipulation and indicates managers’ incentive to avoid losses.
Thus, we expect that labor costs of small —profit firms demonstrate less—sticky or anti—sticky
behavior of labor costs.

Using Korean stock —exchange listed firms, we find a strong evidence of small —profit firms
showing anti—stickiness behavior in labor costs. In addition, we relate labor cost’s anti—sticky
behavior of small —profit firms with CEO characteristics. Incurring labor costs is an investment in
human resources, which affect firm performance in the long—run. Able CEOs likely understand
the value of labor investment well relative to less able CEOs. Hence, we expect that able CEOs
do not use labor costs as a mechanism to avoid reporting losses. Empirical results support our
prediction, showing that small —profit firms show anti—sticky behavior of labor costs only when
CEOs have low ability. In addition, young CEOs have greater career concerns than old CEOs
since they have longer career horizon left and the initial perception or reputation about their
ability in the labor market affects their future compensation and job retention. Thus, young CEOs
have greater cost—saving incentive to meet or beat the zero benchmark. Consistent with our
career concern story, anti—sticky labor cost behavior of small —profit firms is pronounced only in
young CEO firms.
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Overall, our study provides evidence that managers’ incentive to manipulate earnings affects
labor cost behavior. In addition, we find that given CEOs’ significant role in making decision,
CEO characteristics matter in the relation between cost—saving incentives and labor cost behavior.

<Key words> Small —profit firm, asymmetric cost behavior, labor cost, CEO ability, CEO age
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(¥ £) Variable definition

Variable Definition
AlnLabor is the log change in labor costs for firm i in year t.
AlnSales is the log change in sales revenue for firm i in year t.

Dec Dummy

Small Profit

CEO Ability

CEO Age
Asset Intensity
Employee Intensity

Successive Decrease

GDP Growth

Loss Prior Year

is a dummy variable that takes the value of one when sales revenue in year
t is less than that in year t—1, zero otherwise.

is a dummy variable that takes the value of one if net income scaled by
average total assets is greater than or equal to 0 but less than 1 percent in
year t, and zero otherwise followed by Roychowdhury(2006).

is the proxy for managerial ability and is the measure developed by
Demerjian, Lev, and McVay. (2012A)

is CEO age in year t. (extracted from TS2000 database)
is the logarithm of the ratio of total assets to sales revenue.
is the logarithm of ratio of employees to sales revenue.

is dummy variable that takes the value of one if sales have decreased in two

consecutive years
is the percentage growth in real GDP during year

is a dummy variable that takes the value of one when the firm reports a loss
in the previous year, and zero otherwise.
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