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Abstract

In the previous works of corporate governance structure, minority shareholders(MS) who
has relatively minor impact on ownership structure have been excluded as a observer in
corporate management because most of Korean firms are in a family-controlled shape.

But According to the adjusted commercial law in 1998, the right of MS has been strength-
ened : Since the watching systems of board such as outside directors, full-time auditors,
audit committee have been introduced by the law, there come a new turning point for
MS. This paper aims to provide practical works on the influence of MS as a restraints
in manager’s earnings management.

This works covered 2,495 firms registered in Korean Stock Exchange from 2001 to 2005
excluding financial and insurance business. Manager’s earnings management is evaluated
from discretionary accruals from Jones model(1991) and the model by Dechow et al.(1995)
which modified Jones model. The impact of associated variables on ownership structure
including MS and other control variables are computed using multivariate regression.

According to the research, managers tend to minimize earnings management or to make
downward earnings management as portion of MS increases. This seems to represent that
MS affect the manager’s earning management.

Also influence of MS with regards to separation of ownership and management shows
the possibility of participation of minority shareholder in corporate management because
MS in manager-controlled(MC) companies affect manager’s downward earning management.

However in owner-controlled(OC) companies, due to the strong governance of majority
shareholder, the restraining influence of MS on earning management is relatively not as
strong as the former case. Regarding board structure, it is shown that the influence of
MS in earning management does not change much depending on whether the minimal
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The Effects of Board Structure and Minority Shareholders on Earings Management

required selection of outside directors or audit committee is introduced. But MS affect
a lot in the earnings management in the case of companies which have more outsider
directors than required.

As a result of this work we has shown that minority shareholder plays an important
role in ownership structure and practical results with regards to minority shareholder
are presented. In the future, the more systematic works should be continued because the

impact of minority shareholder in governance structure is expected to continue to increase.

Keywords: Agency Problems; Ownership Structure; Earings Management; Minority
Shareholders; Board Structure.
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AoFE Y o3| TR} ol 2] WAL Y
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HLdFor Q3 AFSE(CFO)s AHgt ghojtt,
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= A7 AgATEe] At A2 A (robustness)s 8 7 7HA] o]
A = _

o2 SAAZ o] &3t AMFA LAAL Jones(1991)9E 7} JonesHEHS 43
Dechow et al.(1995)2&(o]3} 4 Jones® &)< o]&3lo] tf2-3 o] AAakslditt.
T4, 1 AREV, PPE,
= a )+ a( ) + a ) + e (3
Ai—y A, A A '
TA, -1 _ AREV, . PPE,
DA, = ( ) = Loy ( )+ oy oy (——) / 4
! Ay 04, A, A
TA, = U] FRANIA G0l - JUBEOR AT AFEE)

Arg = =171 SAt

AREV, = t7]'% ujEo w3}
7|4, A

PPE[ - t7] = EH]X]—L_

€, = Zoleat

DA; = t7] A=A G

9) Jones(1991)+= ITC(International Trade Commission)7} S=YAlol o3k ZALS HAA3+= &
St 719 E0] o]gS Folv WoR A3t A oAFE ATETh AFH NS F45)

L Jones® 3L o] xAy #AHS At e AFeFH 1 Q)

R



Dechow et al.(1995)2 Jones(1991) 23] uj& ol WSS vj&d HsolA vjE
Ad Hess AAs o=z diAste] A&vES F3k olexA e AXE HjAlstaLA}
stolth 74 Jones(1995) 230l o& A4 AN ofgfo] 3|FRFPA S o] &at]
sttt

s

T4, 1 AREV,— AAR, PPE,

_ ' + + )

A, S oG ) et wlg )t ©
T4, -1 _ AREV,—AAR, . PPE

DA, = (K) - [ao(K) + o A, )+ a2(At71) 6)

oA7IM,  AAR, = t7] W& Wt

ZAAE o] 8-5lo] AdMFF(minority shareholders :
o JES A A 7HA A A A ST
o © GES A8 Y8 AN Fol Mg

o3¢ el <l3) 244 o]
MS)7H A%GAS oz v
AR, 2AFFMS)7} o]0 24

Fol 2% HARFAE ol 8HA,

DA(ADA) = a + biOWNy + b2MSy + bsFORy + bsOUTy; + bsRISK;

+ beLEVy + b7CFO; + bsSIZE; + boXINDi + bioXYDi + ei @

DAy = 17199 tdX% Jones(1991) 2ol 23] 4% A=A Ay

ADA; = 17199 td% 473 Jones(1995) %80l o&] 4w A2 TN

OWN; = 17199 td% tFF ARE[EHANFTT 10AEE& + 313, AGA 5
S8Rl AE8)/37] AA 2]

MSy = 171999 td= 2NFF A& (LdFT AR/D7] A A

FOR; = 17199] td% =152k} A -&(37] %?llzrx}x} X]-r/ 71 diﬂ )

oJA

o714,  OUTy = i7199¢] td A}e)
RISK: = 71909] td A 923el o5 #42 wet 2k
LEV; = 71909] 0% F-AMIE(37] ZH7 F9A/27] S48
CFO, = 171409) 1A% BHEE(7]
SIZE: = 7199] td% 7] (R FA4D)
IND; = 7191-o] INgEol &ahdl 1, 197 2o
YD, = 719-del YaEe] &3 1, 7134 gom 09 Hrjus
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=), 2AFFMS)7F ofejz=Ael vAl= Gl AIAA MDA A7
A

Al whet AGA e = A|E Lolr ] fF) 2(8)9] ARG S o &ttt &
AFFMS)ell Aot Al daa-8H(interactive term)Ql MC2F OC7F ©]
o]xA | A= FFS 3] EH(regression analysis)dFIth & ATt A 7] 2] 4
A ef AfrA o] e 3_‘4*3??9} A0 2At] FF AEEo] 15% ©
kel 719 AAAANZIH R, 35% odel 7IHS AT g o s gakqltt.

DAw(ADA) = a + b,OWNy + boMSy + bsMCy + bsOCy + bsFORy + bsOUT;
+ bRISK; + DsLEVy + boCFO; + bioSIZEy + b1 > IND; &)
+ 0122 YDy + ep

1, b 09l Hn)

e

il

PN
T

flo

MGy MSiel 55191 A2&o] 15% olskel 714
ek AT AW

OCy + MSl 571 AE&o] 35% ©del 7192 1, ofyd 09 grisE
28 A e

T

AR, oALE Tz weh £AFFMS)T olelzAgel WA el deiA: A
Sohis] g H@ AARIANL olgadth. £AFFMS)SE oA TREA
(BCD)®) H5A§ NS BCDY7F ol 2A0) ojle 92 e AF 39124
shsict.

DAw(ADA) = a + b,OWNy + boMSy + bsMSy*BCDy + biFORy + bsOUT

Q)
+ beRISK;: + b7LEVy + bsCFOy + boSIZEy + biod INDy + b1 X YD; + ey
MS;#*BCD A
o171 BCD; : Aolat A9 253 7|19e 1, 284 2& 7|9e 09 g
7
" BCDs: ApeJolAl G 7|ge 1, 18R] &L gL 02 HuHs
BCDy + ZFAIS1 Q3] =93 7]ge 1, 284 &8 7|¢e 02 gujd
2 Aol E 2AFFMS)7F ol x2Agd WA= G AFLJo|AL HAMAERAS
FZ3 A, zﬂrﬁ%} A ZAIR8E B9 7ol A & 7Iat Aolrk &

Ao Bt ofd o] AAFFMS)e AtelolAt 7197 g el AAlek 7HAA



e SudAE FUF 9golnz 2AFF} o mge] vAL e olaETx
of we} gEbd oz Ht)
3.2. EEMH
oAFe] #4717k 2001d5-H 20057k ol RS StarFAA Y L AHEE
N9 F Bedl A 20e WAL Ao A4,
(1) 129 ZAPHRI sk 71y
(2) 369 2 B &34 &= 7Y
(3) S+ 21837H ) KIS-Value [IE S3lX Q3 AFAE 2 A& A85E
e = Qe 719
(4) FEE5LY AAFAI A28l A] AR I1A) EAo] HQ sk Ale]olAl A A}
271 Bag 7]
(5) A7l 5741 719 AlE
(6) 7HAke o] vl A ZRALO] Sl 719 A9
(7) AZEA | ALg5= HE9 A7]7F R-student £29] HE] Yol &3l 7]
Table 1. Sample selection
Criteria Firms-Years
Non-banking Firm with December fiscal year—end, listed in KSE from 2001
3,110
to 2005
Firm that financial data and shareholder's holdings is unavailable (235)
Firm unreported outside directors in the annual report notified to the
. . . . (285)
Financial Supervisory Service
Firm that equity capital is minus and auditor's opinion is unqualified (39)
Firm that residual are not included in the scope of R-student 2 (56)
Final samples 2,495
ZZA(MolA 12€ ZAPHAS R0 2 MAS o)f+= ZAikdoe] tgo = Qs 7H4 &
T e AFAR] ds FAY HAHom, 2AR)AA w8 B HIYS A9st
ol FENALBI ARk /1A e A el Hste] nuh £HE A
MTEE QT Qo] A A Folrk Q7] WRIhI0 2ABR)E B AT



Ao o]gd AFAEY AFAEE AR FFALEATNF)] KIS-Value 119
A FES o, FET] oA dlolg o]z AETt FEE Vg2 A9kt
Z7(4)& oALs] H ALRJo|A} A ALES FEE 0] ARFAIAAH SEH 7Y
=2 ]

A |
7194 § dso g d AFARe AR FAE of7|E 4 7] wiEel A€
Aok 21(6)2 Ak Aol vjA A 7192 AFAe] S 2T = 7] wE
of Attt A7) 7o FkA7} 03. ol

M 719 ZkaFgko] studentized residual®] =+
o} ol¢} 22 T)FEel oS HAE HEZE] He— <E 1>oA g} o] B5F 249570

7141~ .

Table 2. Sample distribution across industries—years

Industry Year 2001 | 2002 | 2003 | 2004 | 2005 | Total %

Household Goods, Other
Manufacturing etc.

Rubber, Plastic etc. 89 97 100 90 102 478 | 19.16

Other Machinery, Equipment etc. 32 33 34 32 35 166 6.65

Other Transport Equipment etc. 36 38 38 34 41 187 7.49

Other Electrical Machinery, 16 17 17 15 16 a1 3 95

13 14 15 11 16 69 2.77

Transformation Equipment etc.
Wholesale, Commission Trade 49 46 50 47 53 245 9.82

S Wearing A I, D i
ewn Wearing Apparel, Dressing 14 15 15 13 16 73 993

of Leather

Non-Metallic 22 21 22 22 23 110 4.41
Services Supporting Business 19 21 24 25 30 119 4.77
Textiles Except Sewn Wear 12 12 12 11 12 59 2.36

L T T i
and ran§p01jt, ransport Via 13 13 15 15 16 79 9 89
Pipeline etc.

Food Products, Beverage etc. 38 37 39 37 40 191 7.66

Electronic Components etc. 35 37 37 36 39 184 7.37

Basic Metals 31 35 36 32 38 172 6.89

Total Construction 35 36 36 36 36 179 7.17

Pulp, Paper etc. 21 21 23 22 23 110 4.41
Total 475 493 513 478 536 | 2,495 [100.00

10) QUIlel W] F871e Aslolxt Sol dial o WAsA AL A, Alolae
Agelol b= oo e 2 FEFSIAE BE LIEN wPsA 2 FATAE A
Agolo] 229 o gel A5, FANETAE Feust 629 ol¥el B97t ALt B,
S Aslolatel Aelvl ol 50%o1 el a, 1 57k 381 ol olojob sl AbslelA}Fa
FA9193Ish FAsI A5 E A slo} o,



<E 2>E 20019%E 2005d7HA) FEo A @ dxd By e
Mo o] g&¥ RES F 1671 Aoz FAHo] ) HEAR] % a
%Xﬂi‘ﬁol xﬁﬂ 2] 19.16% = 7W B H] < 7‘&%16}913

41 7|=EH

GE 3> 2 AT o8y 24957 HAZEY] VEEAE YERH Aotk AlRA
HAADA) Y A Y TANADA)Y HF(EH5)E 22 0.000(-0.012)%
0.000(-0.016) 0.2 B3} T9F7F Z Apo]& HolA] Fokon, ojejxHo] Fgor F
7ve 7193 sk o R FRAE 7ol AF FEH AS5S & 4 AUth

FF AEEOWN)Q FH(EA5)S 0.326(0.310) 0.2 Hito] 959 & 2ol &
Holx] 9kl FFEAXE 0.1900.% I Yo} 1T BEHo] Q). thFF =
it 31%=E AA A&l 2A sk Hlso] tFFo] HFEo] A= &

ANFEE ARL(MS)S Bt (FHA)0] 0.387(0.368)% Hitdt F957F 2 2fo]2 B
ojx] gk, RFAUALE AL ol AdFF AR-EMS)S] Har oF 38
g 7|We aydl B o gFEFE S8 AAt AT S AR oAt
o} AR A AE-E(FOR)S B (F99)¢] 0.093(0.011) 2.2 Hit3} 947} tf
2 ZpoupA] &=l FARRLe] T gFo] 71l whet vha 2pol 7t QAT &=l F AR}
o 7194 Gl tigh AAe}t AA7F BE 7I90lA e s Flo|th ARelolAH]
E(OUD)E BH(FH9)0] 0.274(0.250)2 Ate]o] A} H4M 9] HlgolAo 2 Eyton,

71E} A ERISK), FAH&(LEV) 18]a JPdFs

2] oFQkal ﬁ%—ﬂz}g 2] 9o} 719 7hol
L 71%%451215){— HE(F A9 0] 19.342(19.114) 2 Hitd} Y5 7ol
UERA] eokon dEFE Li}t— Ui o& s vls) vk olx AfTEs Aol
AR AdQlell QlofA B2 ouIDE Fojd Zow Wl



Table 3. Summary of descriptive statistics

(\I/\Iazr;deSs) Mean Median Std. Dev. Min Max
DA 0.000 -0.012 1.002 -3.521 9.296
ADA 0.000 -0.016 1.002 -3.541 9.843
OWN 0.326 0.310 0.190 0.000 0.957
MS 0.387 0.368 0.177 0.000 0.925
FOR 0.093 0.011 0.154 0.000 0.930
ouT 0.274 0.250 0.132 0.000 0.875
RISK 0.650 0.640 0.403 -6.920 2.910
LEV 0.477 0.471 0.208 0.017 2.333
CFO 0.060 0.060 0.089 -0.765 0.536
SIZE 19.342 19.114 1.470 15.683 24.844

note 1) The samples are 2,495 Non-banking Firms with December fiscal year—end, listed in
KSE from 2001 to 2005.

note 2) Variable Definition : DA is discretionary accruals estimated from Jones Model(1991).
ADA is discretionary accruals estimated from adjusted Jones Model(1995). OWN is
the ratio of the first and reference shareholder's equity holdings to the whole equity
holdings at the end of year t. MS is the ratio of the minority shareholder's equity
holdings to the whole equity holdings at the end of year t. For is the ratio of the
foreign shareholder's equity holdings to the whole equity holdings at the end of
year t. OUT is the ratio of the outside directors in the board at the end of year t.
RISK is beta estimated from market model. LEV is the debt divided by total assets
at the end of year t—1. CFO is cash flows from operating divided by total assets at
the end of year t—-1. SIZE is log of total assets at the end of year t.
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—
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o] o]ojxAo] AT Thsdo] AH A= Aot = AFAAHFOR) 9= A
F7F FHH)o s Y fodsiAE adth AR oA E(0UT) A= AT
-0.0222 FoE 102904 5(-)e] ghol Yepstth. o= ARlo]A&0] o
A73Ge A ZATE AMA, FGATE F@F olj2AE A Kol AR B
ot AP ARISK) #d s Aol AdsS s 9 ojejxA

B FARAA FARAEG FET A0 AP aE BN 28 A
FH MADAT ()2 Bl et GNPl F52 AP o] 2YS ¥
]

8 olol#elE s o= Holth oE
smoothing)®] Aol A &}gke] o) xA S =
FEAFTE F()e A=A o] e FAHE o]
o= o= A o] SRR o]9jo] o] 5o
U AR A N(DA)I} S(-)¢e] #E Aol e} Hze] A
7F btk dddSSE(CFO)HE o(-)9] #dde] Yehy dddws
= 497 AgATe] AA G oz s T AR
= e BEAge] Yehd RV 2 7I99FE 7199 BEE o
woll Ao ol s & Aow didnh. o3 AAdEe T AFH HEHM
(ADA)Z} T2 W55 o] AR E SdatA ek

7[Et WS o] AuRdAE HE, 29FFMS)e S AFAHFOR)Y ()9
#ego] gtk ole adFFIF F2 AAFAAL s AN woln =T
AApel T g o]l thE Ao m Welt tFF AR&de FuATIE -04760% &
(=)o) #Ago] Yepstth o714, A7 -10] opd Fo] 58k whshr), ArkA o
2 fFFet AdFFe gl vEs TAATE AR F O 5 509 A
£ el oy agAE gokt ole dFFt 2NFF Qo VRFARET Ee
T oE FAFA S48 ikow FEET Aol AMIE(0UT)He &+ )e 4
gol el ArglolabHlEo] £& Tl AT ol EXshe Aow FEHrh
719 R(SIZE) 8k s E S(-)9 #hgo] yehd 7Hdqtert Fdjd o A2 7
HEol AAFFE] FAske Aom yeuth = FAAHFOR)E ARl o] AR &
(OUD Iz H+)of o] vt Abelojat]&o] & 7|9l FAehs Zos B
of™, ZIUTFESIZE) S F+)e] Aol et 2fF=FMS)ek &2 57F 2 714
S M353e Aoer Bl

—

N

_4



EFF D o418 PRI ol 2 AL G

Table 4. Results of correlation test by Pearson's coefficient(N=2,495)

Variables| DA ADA | OWN | MS FOR | OUT | RISK | LEV | CFO | SIZE
DA 1.000

0.997
ADA (0.000) 1.000

0.064 | 0.066
(0.001){(0.001)

-0.138|-0.1421-0.476
M5 (0.000) |(0.000) | (0.000) 1.000

0.009 | 0.012 |-0.046 | -0.061
FOR (0.323)](0.272){(0.011) |(0.001) 1.000

-0.0221-0.022|-0.083 | 0.036 | 0.281
OUT 19,1009 | 0.100) | (0.000)| (0.035)| 0.000) | 1090

20,065 |-0.065|-0.152] 0.203 | 0.153 | 0.262
RISK 1 0.001)](0.001){ 0.000) | 0.000) | 0.000) | (0.000)| 1-0%°

LEV -0.136|-0.139|-0.147| 0.181 [-0.167| 0.095 | 0.126 1.000
(0.000) |(0.000) |(0.000) |(0.000) | (0.000) | (0.000) | (0.000) | ~*

CFO -0.539]-0.532| 0.054 |-0.105] 0.254 | 0.080 | 0.044 |-0.101 1.000
(0.000) |(0.000) |(0.004) |(0.000) | (0.000) | (0.000) | (0.014) | (0.000)| ~*

SIZE 0.022 | 0.024 |-0.062|-0.044| 0.479 | 0.524 | 0.310 | 0.143 | 0.244 1.000
(0.131)](0.113){(0.001) [(0.014) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000)| ~*

note 1) Variable Definition is the same as note 2 in Table 3.
note 2) The blanks show pearson's correlation coefficient and the bracket passage indicate
two—tailed p—value.

OWN 1.000

aolFEE AT B0l Be AYANE B /19799 AR FAREA el
Fojsa glek. olo] wet AolFFe] AREo] /199 WA ARAM AA s v Eol
AAFE AGAE oo 2] AL e Ao o Yeirt

CE B> 29FFE ARgo] olozAo] A JF& e Solth o]oj£Hel
AAH AES A5kl FHWSE AR BANDAT FAE AR LYAADAIS
FA olgatsith. B 1, 2, 38 2 FAR ARFo] oozl PlAE JFS =Y
dom ool f1a e TAA A Aden PANYT, Y 4k BE g

13) 2 A9 BE A g AAdE Fostr] 918 VIF(variance influence factor) o=
FA3Gih. B Aol A BE WEe] VIFge] 3 o|ul2 tsdaAe] Az #AE HA
2 ie=
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39%NA 40%74A YEebgth 28 19 A3E B, g5 AEEO0WN)e] A
7F0.279=2 o2 F(+)e] a4 A=

AAGT7F -0.459=2 1% FolA gk S(-)9] o]l YelHt) ol o2 A1l

e ol AQE GASF AAE D i S ooy uHE Fape] o]e|xd

Table 5. The relation between minority shareholder's holdings and earings management

DA/t(ADA,z) =a + b;OWNy + boMSy + bsFORy + b,OUT; + bsRISK;
+ belLEVy + b;CFO; + DbsSIZEy + boXINDy + bioX YDy + ey

(7)

Secti pre- DA(N=2,495) Adjusted-DA(N=2,495)
ection | .
sign|Model 1|Model 2|[Model 3|Model 4 |Model 5{Model 6|Model 7|Model 8
Intercent| 7 | ~2065 | -L556 | -1640 | -130L | -2.074 | -1554 | -1675 | -1312
Creept = 1 (-8.250)™ | (-6.254)" | (-6.030)"™ | (-4.749)" | (-8.267)" | (-6.225)"" | (-6.134)"" | (~4.627)""
0.279 0.020 0.287 0.023
OWN |+ 1 (3.239) (0.215) | (3.320)s+ (0.245)
MS B -0.714 -0.707 -0.729 -0.719
(-7.342)™ (-6.531)™ (-7.463)"" (-6.626)""
FOR _ 0.352 0.361 0.347 0.357
(2.803)™ | (2.906)™ (2.755) | (2.862)""
OUT _ -0.459 -0.442 -0.489 -0.456 -0.475 -0.458 -0.506 -0.472
(=3.203)™ | (=3.115)™ | (=3.414)™ | (=3.214)™ | (-3.304)™ | (-3.216)"" | (-3.515)"" | (-3.313)""
RISK + -0.144 -0.065 -0.157 -0.067 -0.145 -0.064 -0.157 -0.065
(=3.278)""| (-1.448) |(=3.572)™"| (-1.471D) |(=3.272)™"| (-1.416) |(-3.571)""| (-1.441)
LEV + -1.034 -0.976 -1.013 -0.922 -1.043 -0.985 -1.024 -0.931
(-12.551)"| (-11.909) | (-12.084)"| (-10.970) | (-12.619)| (-11.97D)" | (-12.168) | (-11.038)™
CFO | - | 6927 | -T002 | -6961 | -7.074 | 6864 | -6940 | -6.896 | 7011
(=37.19D)""|(-37.859)""| (-37.094)""| (-=37.949)""| (-36.717)""| (-37.396)""| (~36.607)""| (-37.482)""
SIZE + 0.166 0.153 0.148 0.136 0.167 0.153 0.149 0.137
(11.907)™ | (11.006)™ | (9.800)™" | (9.042)™ |(11.929)™| (11.015) | (9.835)™" | (9.069)""
IND ? | Included | Included | Included | Included | Included | Included | Included | Included
YD ? | Included | Included | Included | Included | Included | Included | Included | Included
F-value 65.785™" | 68.667"" | 65.610™" | 64.059™" | 64.589™" | 67.532"" | 64.363"" | 62.990""
Adj—R2 0.394 0.404 0.393 0.406 0.389 0.400 0.388 0.402

note 1) Variable Definition is the same as note 2 in Table 3.

note 2) The blanks show regression coefficient and the bracket passage indicate two-tailed
t—value of variables.

note 3) The marks “###, *# % indicate each significant levels at 1%, 5% and 10%(two—tailed).
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A(RISK) 2 F-A]H]&(LEV)S o2 22 5‘}%/] ol]ZA WA= oS
Aoz yetwth 7|9 FE(SIZE) v« o= B2 ofsjdAA}e] tee o]
Ao 75AE 7] s A oA S ok dow yewth 2y 29 4
g By, 29FFMS)Y FIAAGTE -0.7142 1% FEolA F28 &)< #hol v
WFES B9 19 AR 2371 YT

ol Atz AdFF(MS)E] A&l 71%”?‘% BRA = Bk o]l 2B UA= A
el oljxAe Alghs W= AoE HAU Ry 39 ARE HW, FAdFAA:
(FOR)9] 3]AAF7}F 0.3522 H(+)9] ko] Yeht Oﬂ bop v e A3 yEenh o=
QT RFAAE 719 9] T gloA ﬁ‘ﬁx}«] AFAE FotatA] FstA FatelA
HgAre] olo]xA s nHEHA] Z2 Aoz FEH(DeAngelo et al. 1994; ¥ A3}
Z8$ 2006). BE HFEE LA Y 4o 28 1, 2, 39 Ao} A et
Wb =3 2 1, 2, 3, 49 B AT g3k A (robustness)S B7] Yaf 459
5 74E AFA DAY ADA) SR sto] Mg B 5, 6, 7, ML TUTF 4

7h Uebat,

Fama and Jensen(1983), #Ad7+<F A4 71(2001) Afret Ao #eA =7 At
= ARA] 715F9H o]olxddqert o AstE Ao® Htow, o] wpeh Aol
T dFgEE depd Ao WAt
<GE 6> 71999 AfrAulel AgA ol wheh AdlFFTE o]o] 2ol mAE @)
2E 19 29 2v 49O 7193 A E(0C) 7] § o] O]
3 THHCR dotry] 93] 44 w2 EFete] EA sl B
Egtete] EABITh <E 6> BH, Fabe ZF 3|ARYo] BF 1%
39 R 40% A =R e myo] A sloz vehr.
E BY, 29FFMS)9 IAAGTE -0.6122 o)d EA A} FA3HA
1% ol A o gk ()9 #hol yebtth 4G4 (MC) 71942 3714157 -0.209
2 5% Tl 7o S(0)] ghol YEETh ole & e} o]l 11 &(-)
of #AZF BAAAMMO) 71 FolA 22A &L 7IgET o Ak AGAAEMC) 7]
HAFE 2AFF7 71974 G 9] AAt ZAA7F B &olar] “Hv‘f‘oi FEET 2y 2
&

o A3E BH, AAFFMS)Y g FAFE -0.7602.2 By 13 wdg Ao, &
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Table 6. The relation between minority shareholder's holdings and earings management

EL

FAHAE(0C) 719 o] &A1
1= 2557

= JRESE
AFFE o]9]

of thgk At 2

H| 2= F ko] AFsko 7

0—

o 98 o] gE

e 2

considering manager's type

DAw(ADA) = a + b,OWNy + baMSy + bsMCy + bsOCy + bsFOR; + bsOUTy

= 0.3022 5% FEoA §o8 )9l ol ekt
FAANOC) 71 2
Ao HeITh14)

+ DbRISK; + bsLEVy + boCFO; + bioSIZEy + b1 5 INDy (8)
+ b2 YDy + ep
Section | PTE” DA(N=2,495) Adjusted-DAN=2,495)
sign | Model 1 | Model 2 | Model 3 | Model 4 | Model 5 | Model 6
Intercept | 2 —1.319*** —1.275*“ —1.293*“ —1.324*“ —1.278m —1.298***
(-4.818)™" | (-4.654)™" | (-4.723)"" | (-4.820)™" | (-4.649)™" | (-4.723)
OWN + -0.082 -0.172 -0.262 -0.086 -0.174 -0.270
(-0.783) | (-1.402) | (-2.020) | (-0.819) | (-1.410) | (-2.074)
MS _ —0.612*** —0.760*** —0.668*** —0.619*** —0.774*** —0.676***
(=5.283)"" | (=6.894)™" | (-5.653)"" | (-5.320)"" | (=6.997)"" | (-5.698)
MC _ —0.209** —0.198** —0.223** —0.212**
(-2.260) (=2.147)" | (-2.405) (-2.289)
oc . 0.302** 0.289** 0.309** 0.296**
(2.469) (2.366) (2.519) (2.409)
FOR B 0.351*“ 0.374m 0.363*“ 0.346*“ 0.370*“ 0.359*“
(2.822) (3.008) (2.923) (2.773) (2.966) (2.877)
other variables | Included | Included | Included | Included | Included | Included
F-value 62.056™" | 62.1177" | 60.221"" | 61.065™" | 61.099™" | 59.274™
Adj-R? 0.407 0.407 0.408 0.403 0.403 0.404

note 1) Variable Definition is the same as note 2 in Table 3 except MC and OC.

MC are interactive variables multiplied dummy variable(1 if manager-controlled
company, 0 otherwise). OC are interactive variables multiplied dummy variable(1 if
owner— controlled company, O otherwise).

note 2) The blanks show regression coefficient and the bracket passage indicate two-tailed
t-value of variables.

note 3) The marks “###, ** % indicate each significant levels at 1%, 5% and 10%(two-tailed).
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Table 7. The relation between minority shareholder's holdings and earings management

considering board structure

DAw(ADA) = a + b,OWNy + boMSy + bsMSy*BCDy + biFORy + bsOUT

+ beRISK; + DAEV; + bsCFOy + boSIZEy + bio>INDy + b1 YDy + e @
Section P DANN=2,495) Adjusted-DA(N=2,495)
sign| Model 1 Model 2 Model 3 Model 4 | Model 5 | Model 6
Intercept | 2 —1.243*“ —1.340*“ —1.290*“ —1.258*“ —1.340*“ —1.283*“
(-4.341)7" | (-4.892)"" | (-4.320)"" | (-4.375)"" | (-4.875)"" | (-4.283)
OWN N 0.016 0.016 0.019 0.020 0.019 0.022
(0.173) (0.167) (0.202) (0.209) (0.201) (0.230)
MS B —0.747*“ —0.795*“ —0.710*“ —0.752*“ —0.800*“ —0.725*“
(=6.193)™" | (=7.007)™" | (-6.360)"" | (-6.210)"" | (-7.021)™" | (-6.473)
MS@BCD | = | ot Qe
USpESs | (—2().524422)** (—2922915%**
MSi+BCDs | - iy i
FOR _ 0.360*** 0.369*** 0.360*** 0.356*** 0.364*** 0.355***
(2.895) (2.972) (2.886) (2.853) (2.921) (2.837)
OUT N —0.537*** —0.701*** —0.463*** —0.537*** —0.694*** —0.485***
(=3.042)"" | (-4.118)"" | (-3.011D)™" | (-3.030)"" | (-4.063)"" | (-3.140)
other variables | Included | Included | Included | Included | Included | Included
F-value 61.793™ | 62.152"™" | 61.760™" | 60.752™" | 61.048™ | 60.733™
Adj-R? 0.406 0.407 0.406 0.401 0.403 0.401

note 1) Variable Definition is the same as note 2 in Table 3 except MS;*BCDy.

BCD; is dummy variable(1 if company satisfied with the minimal required selection of
outside directors, O otherwise). BCD; is dummy variable(1 if company exceeded the
minimal required selection of outside directors, O otherwise). BCD3 is dummy
variable(1l if company established the audit committee, O otherwise).

note 2) The blanks show regression coefficient and the bracket passages indicate two-tailed
t-value of variables.

note 3) The marks “###, ** % indicate each significant levels at 1%, 5% and 10%(two—tailed).
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Table 8. The relation between minority shareholder's holdings and earings management

considering direction of earings management

Undivided ownership from management|Divided ownership from management
Section |PT¢”
sign Model 1 Model 2 Model 3 Model 4
(DA>0) (DAKO) (DA>0) (DAK0)
Intercept| ? 0.877(2.417)"™ -1.974(-7.080)"" | 0.906(2.497)"" |-2.039(-7.269)""
OWN ? -0.146(-1.259) 0.099(0.988) -0.328(-2.074) | -0.155(-1.120)
MS ? -0.163(-1.136) -0.628(-5.858)™" | -0.231(-1.488) | -0.522(-4.441)™"
MC ? 0.011(0.088) -0.263(-2.943)™
0oC ? 0.301(1.975)" 0.173(1.361)
FOR ? 0.238(1.495) 0.043(0.342) 0.244(1.533) 0.054(0.429)
other variables Included Included Included Included
F-value 17.329™ 16.554™ 16.293™ 15.888"™
Adj-R? 0.264 0.250 0.265 0.272
N 1,232 1,263 1,232 1,263

note 1) Variable Definition is the same as note 2 in Table 3. The samples satisfied with DA>0
are used in Model 1 and Model 3 and the samples satisfied with DA<KO are used in

Model 2 and Model 4.
note 2) The blanks show regression coefficient and the bracket passage indicate two-tailed

t—value of variables.
note 3) The marks “#*x, #* " indicate each significant levels at 1%, 5% and 10%(two-tailed).
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