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Aol wEw FAHEARY (Dechow et al. 1995)0] AnkA oz A dgh xgFdAgod
Aroletal gty 2 AFeM s FAHAETAEYE Y VETERE wEY VYR 95 o
A AEds TEete 29SS AR (HAEX R &4, 2010019

A 3
Ao A A wakA A (Discretionary Accruals: DA)S F4317] 935le] Algsl=

TA/A¢1 = Bot BIACREVY/Ai 1 + BoPPE /A1 + &
(W =4 9]
TA (F2AN) : NI (F71£%9) -CFO (F9d535),
CREV : dguj=4,

PPE : EXE At FF AL
At FAR4H
A HEES

SAA FA AAAS Ry AsiM AFEAAe FAS AT 7102
(20031 -2010x) 2.0}t 4 o @2 19999 7H 20109 7kA| 2 ghrh2h o] oA gk W

© AFWFELS KIS-Value Libraryel X F&gth 7lsdh 3 38 #53E AHE-5H

A A ol gAE AASHE Bl %4 (winsorizing) T2 A A N (DAL FA A

AR FAR A LA Ashe] T

43. 4524 =%
so] AAR AZFEIOR hro] S vl Yk ¥ AT VY 50123 B WHE A8 of
Hosks Aos]w g,

19) FATARGE JIFRY 58 WS o §AWA 45E ASL ol 719itRe fgt duhew
X Ao) ofu FHUS W A4 PR AYNSE J2EANeR wEssh 340N 44 )
2AREe] 57} {3l 2 At 4 AR Aol 1 sk, slide] e Baes goss s
o] F2H FALFE ZES Hof Itk WehA] ¥ Aol waeln 1 walo) gl st o4
£ AAS L 45 THEAT. Kothari et al. (009)% 453 el ol 2R 0fE
27 e A glet

| :
20) AN T P84 Ui R s ERAA A Tl SHLFE WA AFEAADA)
& FHAMNTA)NA $Jo] HEFHEATH o3t v A LAY A (Non-Discretionary Accruals: 7424
Mg AFste] Feh olF Ao HASHE DA, = TA/A- - {by + DACREV/Ai; + boPPE-1/Ai1}

[\}
=z
ol\
rH
>
o
i
s
2
fincd
uE
fil
)
o
12
tlo
N
oxl
(<0

F7) wliTol] AR abde] A9 #ASAIL HoM FAZAF] FAA
Aol ofslEl= AL W] kel A7)7H2003WEE 2010WE 7D 4do] ¥ BE& 19991 HHE]
20109S ApdAd =4S 3 7|7ko R Algsly|2 gt
22) 24 (winsorizing)2 EE AFHEL A sl I 0.5% ol A sIth
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4437 -
%07 B¢ FAWFR AEY Aolth AT ES AFAel 2 JAAFBEY
eabskel BAMS AAHT] Sskel TP P A 2 VAL AN s,

S AAB7] 93 3] A EA (regression analysis) 2o s = ¢ FAFHo
[e}
=

O

it
N
s

SERPNENEREE ®
AN ) @ = (WEDGE)) A NAFB)E He) ke ue Aol
& 77

g AFEYA P TEE

>0
)
of
i
N
i)
o
i)
=
N
S
N

| FE | i« = By + BIWEDGEy; + 2| DA | i + BsHORIZON;, + BNITEM;
+ BsPBRy + GeSIZEy + BAEV: + BsVOLie + & (

td
ot
—
<

| FE | + = By + BIWEDGE;; + B.CFOy + B:HORIZON; + BU/NITEM,;
+ BsPBRy + BsSIZEy + BAEVy + BsVOLy + & (&

ot

1-2)

| FE| i+ = By + BIWEDGE; + B2 DA | v + BsCFOy + BHORIZON; + BNITEM,;
+ BsPBRy + BSIZEy + BLEVy + BoVOLy + & (23 1-3)

o] 7] A,
| FE| o+ 719 i8] t7] A=A AFex727],
WEDGE; - 719 i t7] A uF59] A2 =,
| DA | i 719 19 t7] FAEAR S o3k Afakubg ol o] A ghes),

o
DEAAASAL-ASHARFA L) 2= 17

N
o3
=
N
2
Ié
N
N
A
=
o
-z
)
=
o

23) S|%QAE FolV Aol Fo] o923t 9| o]oj2Ao] I o|Fold Aolm AYelsl Ar)
& W AHg,
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N
23 ogr12ke] AAR AR

F7 N A7 X H]) & (PBR)
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X
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s
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A

24 A=

_/':
F7ha 54 (VOL)

S

3|

A 71 afredls EA

3}
=1

2 EAWFE(SIZE, LEV)¥

712213 e A7 A

KN
T
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T

KN
L

&

(2) &FA =7} o

Aol F WA FAQl AfrAwH =t A

=

o)
op

vzl

X

N

°

—_—

FAMH = o} o

e
e

s 7 Aolet 7 diE
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A
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X

N
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0

A a4 o 3

&3} zol

sol o}

otx7] 9l

ol
=

7 ZelE ZitEn.

Hie=s

| FE | i+ = Bo + Bi| DA ix + BohighWEDGEy; + B3| DA | ihighWEDGE; + B(CFOy

+ GHORIZON; + BsNITEM;; + BPBRy + BsSIZEj + BolEVie + LioVOLyi + it

(292-1)

| FE | jv = By + 81| DA 4 + BCFO; + BslowWEDGE; + BCFO;lowWEDGE;,

* BoLEVi + B7VOLjy + &y

+ BHORIZONy + BNITEM, + GAPBR; + GsSIZEj

(2g2-2)

| FE | v = Bo + Bi | DA i+ + BhighWEDGE;: + BsDAihighWEDGE;, + B.CFOy

SlowWEDGE + BsCFOyplowWEDGE,; + B:HORIZON; + GNITEM; +

+

oPBR;;

(2392-3)

+ BulLEVy + Bi2VOL; + &

+ BioSIZE:

ol 7] el M,

719 1ol 7] AfAul e = el 25%0 el 1 ob™ 0% Tiv

highWEDGE,
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(28 2-19 | DA| #highWEDGE= A& LA g% 49 25%0]u] o -
o] e AEWUFEA AFAMYYETF ¥ Vg vuste] w2 7o A AFEA
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ZA, AFAu Y =rt ARy oFe o] BEAgde] JFE v Aol P2
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A2FAHLU2IE0 Ol EF Y ZERNUESX 2240 O0lxl=s &

Lo

AA Baddst oS3 Badzpx o] Aol AdRgE HI ¢S 7IHHORIZON)®
§ @3to] 510362 % VEFSAL 1 T4k 571548 BAowH, HAgE 000004 Bl o
WA Bad sh el BEA dSAE Bag Vel EAgE & 4 Uk 7
Aol 4Rl 23He FEF(NITEM)= BoA oz 370 o4l Aoz yeton

e 4l 3= AL FAT 5 Aok
5

FEO Hto] 1wwko 2 yEh} tiAl®E R Thel] wls) A TEAC] WA HrrEI e E
dE AT 5 Ak A 235 AT VG E(SIZE)= W] 28501508 HERRL
om FYE(285372) e Hd H=g FAE EAT B2 V19 EY FANELEV)F
T2 056772 YERY FAE div] FAjEl o] 50%E A3lsta v dds #EE 5 A
on z

, Aol 45 18 2dsts Aow yEhy =4 (winsorizing) $-ol= 7] 2F AR T
FAf ol ¢ 7190l EATE AT 5 v 9E FHEAE(VoD e Hite

e
4427142 YEUAL QT

<E 2> 7|84

Variables Mean Std. Dev. Min. Median Max.
| FE | 0.0738 0.1794 0.0001 0.0179 1.0500
WEDGE 23.2111 21.1404 0.0000 21.4650 99.1700
| DA | 0.0484 0.0438 0.0001 0.0344 0.1850
CFO 0.0725 0.0819 -0.1804 0.0713 0.3291

HORIZON 5.1036 1.2951 0.0000 5.7154 5.9459
NITEM 3.0941 1.0392 1.0000 3.0000 4.0000
PBR 0.9053 0.5965 0.1387 0.8172 3.6578
SIZE 28.5015 1.3239 24.2807 28.5372 31.7072
LEV 0.5677 0.1935 0.1127 0.5865 1.0905

VOL 442714 13.1033 20.0000 43.1453 79.8000

HWEAelr | FE| @ BRA AFox327], WEDGE: AwFF9 AGAuA8E, | DAl - AdLA
Aol Aoz, CFO © 4JdT3E5(IPAdFaE5/MEN), HORIZON : dZ71ZH(AAAZTAL-A54
RIAD)Y AAZ g, NITEM: B9 2R X34 &8 = PBR: F7F o] ZH7FA °H &,
SIZE © FAe] AA= gk, LEV © FAR&(FA/F240, VOL @ 4EF7HA 54,

(2) ZFHBAEHAH

<E 3> BANSTE
A2 e =(WEDGE)9F 73t F(+)2] da
T Atk BHE S| FE| )= AN (| DA
FHBAAE vER I, d9dTEE(CFO)T e diaA

Lo
o
r o)
r
X
Mo
2
b
_E‘
il
v
o
=
O

2
o2
D)
2
AN
to
N
=
=
ﬁ
B
do

| =3k -0287=2 A 509 #s

Holal vt AFAMAYE(WEDGE) v~ A& (CFO)F &(-)9] Fos JaaAE
Hdozx AfAmygEet AFdAdd 2 A5 ARkE FAAAES g
F At B AFAMA I =(WEDGE) = A571ZHHORIZON)¥ 7 ) 45712 8] &
= T

(PBR) 3 F7P&3(VOL)¥ $A4 ez o3 F(+)o ZaATE HolA oS
R G E(SIZE) b= ()] AuaAE deda v 4938555 (CFO)
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u
foi
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=
0

v

r:i el

()] A

g
fu
= 4

e A RE o 53

i

o A BARES(LEY), 75 (VOL)I = 7o

ES(NITEM) 3 7142 (SIZE) 9 = ()] A#aAE A= A & = 9
A Z71ZHHORIZON)2 3% &= (N[TEM)QP =) AHABAE 7A=Y FUF

HEsG(VOL) I} F(+)e ZadAE Bdoam dqSAHETH HAAABIAF7HA] €] 7]3to]

Aojdes FrhAEAOl Eobd 7} AAFE, S EF(NITEM) = 7149+ 5
(SIZE)9b= F(+)e] Ao AE Hol= Wi AZox(| FE|) 2 F7P5A4(VOD 2=
A H()e daRAE 7}21% Aoz yehygth A& (LENG F7 R b &
(PBR)S 5(-)9] ##ATE Aoz FAu|&o] =575 A|G7t4o] FHI7tdrT) ot
AAZES & F dx ?7?%%@(1/@)3}—5— e k(e AAAAE Hola gl

Variables | | FE| WEDGE | DA | CFO  HorzoN NITEM  PBR SIZE  LEV VOL

| FE | 1
wepGe | %3 1
(<.0001)
| D4 | -0.174 0.116 |

(0.023)  (0.131)

-0.393  -0.287  0.060
Cro (<.0001)  (<.0001) (0.436) !

0.123 0.243 0.105 -0.136

HORIZON 1

(0.109)  (0.001) (0.172) (0.077)

-0.284  -0.245  -0.073 0.198 -0.245

NITEM | Co001y  (0.001)  (0.347)  (0.010)  (0.001) !

PBR 0.012 0.154 0.166 -0.057 0.025 -0.152 |
(0.872)  (0.045) (0.031) (0.462) (0.749) (0.047)

-0.022  -0.321 -0.092 0.139 -0.030 0.135 -0.067

(0.779)  (<0001) (0.233) (0.070) (0.696) (0.078) (0.388)

LEV 0.055 -0.036 -0.042 -0.365 0.086 -0.097 -0.146 0.047 1
(0.479)  (0.640) (0.587) (<.0001) (0.266) (0.210) (0.058)  (0.544)

0.397 0.296 -0.098  -0.371 0.296 -0.420 0.071 -0.122 0.278

VoL (<.0001)  (<.0001) (0.205) (<.0001) (<.0001) (<.0001) (0.356) (0.112) (<.0001)

SIZE

D WA | FE|  A9A dZexar), WEDGE: AwFFe] 2fAmae s, | DA| - Al
ARl Az, CFO @ 998737 (JIddw355/MEN), HORIZON : 57| HAAA TAI L -4 =
AR EAD) S AAZIG, NITEM: 394 AZAnel T38 F5 & PBR : 77+ o FR7HA )
&, SIZE SR AA2 gk, LEV - F-A8) & (FA/F A4, VOL 01%?—7}11‘5“

2) doj& ABAS ofy (ZE)<ke] S p-valueE 9 v] g

(3) B ato]EA A

A Rl A7]o wWE AR odFeatel AFIAAN U JPdAdFEZEY A
0125)% EA3517] §ete] HirAfo]l 4 (mean difference test)S A AISHA
2FAM Y Z(WEDGE) 7Y =2 Jde] o]z 0o w2 dte] nld] oy o=

<

25) SITH A% B4, BN ol8d BAlsle] muBAE 5 AfAuzlelwel e AT EEA ol
A

)

= o
= Bl R4S Fal Auic)
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A2FAHLU2IE0 Ol EF Y ZERNUESX 2240 O0lxl=s &

o A FEAAN (DA gho] F FJel A Fog xolE B Aotk F AFA vl g
L7F =& o] Aol vkE Heke] s A vErd Zloleta ot v A&
FAMI =7 e o] dAEdTEE(CFO)0] Aoz Jasittd, dddas52
A 2 g el A o A e Zoleta ot gk, AfAu e e
of & ek A5k 50% ol (Panel 1) st 25%c] W (Panel 2)o i@ st= 719
ZEo® Pkt

AZEMAHRE <E 4>9 Panel 1(50%7]5)# Panel 2(25%7]5)o Al HojF+= nupep &
o AfAw A el A7) wel F 2RO E vro] H ol A S A A AR
Wi g =7t =& ] AGAd S (| FE|)7F AFAmMA g =rE v doke] FgAt

=] [e]
= oA =o Ao 7 Yehth(t=2.5224, 2.2895). o]E Eaf E Ao A
A 7P A ARz Y AfA el met GRS Apeke]

2

A 2 =7 =2 7]l w2 71l Bl AR A (DA =2 A

o
(t= 17500, 2.4208), 2fAus 2ok ol 27 RS EUF HYATE AA s
Ashg wolslE st ALY AR(| DAS A FAF Aol molAE Wt

<E 4> 25ANAARWEDGE 2 ol Zo ) Aol Jldass 2ol wA

Panel 1: 50% 7|=

H =23 0=85) 23 Hn=85) t-ratio p-value
| FE | 0.1080 0.0396 2.5224 0.0133
DA 0.0290 0.0125 1.7509 0.0818
| DA | 0.0531 0.0437 1.4060 0.1616
CFO 0.0492 0.0958 -3.8604 0.0002
Panel 2: 25% 7]

LGS oG m=42) F2>FHn=42) t-ratio p-value
| FE | 0.1553 0.0470 2.2895 0.0269
DA 0.0392 0.0147 2.4298 0.0173
| DA | 0.0544 0.0464 1.1115 0.2697
CFO 0.0293 0.0866 -4.2769 0.0001

Mgl | FE| - 494 %037, DA AR (AGFAELL Dol o @ 4%), | DA
CA Rl e g, CFO: 9YAFEE(IADFEE/MEY),

(4) IALHEH

<E 5> AT we 49A dFeAst Qe A dolus] 7 AR
NANE wolEth TE WiEse d%e EAT A #9124 A5 Panel 1 Panel 3)°]
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M= AFANZ A =(WEDGE)7Y =old4s AYAASoa (| FE|)E S7H8ke o=
Ve . Z A (t=3552, 2.551, 2.783) 19 7bAd 18 A A skar ik

%3 Panel 17} Panel 39 #4247 olA & 4= gl%o], AgFdAgde] Aoigh(| DA )e]
S V9L E AIdRAF e AV | FE|)7F Hashe 3(t=-2422, -2214) 2= e}
th &, AR dEFoAE Fo17] fste] AAFHo g o]dxH flo] & F AvkE A
o m @A &R 3 w7, 2014). WA, Panel 29} Panel 3¢ 42 wbo] A= 7]9]e] o
FFEE(CFO° Eo}E4E AYar dZexe a7t Fadts Aoz Yeh(t=
911, -3770) w5 E T3 FAIAdFeare Ade] JoS Aoz HAgdre A

<I 5> aRAHfRE|E=7} ol X0l o|x= FekN=170)
| FE'| v = By + BIWEDGE; + B2| DA v + BsHORIZON;; + BMNITEM;

+ BsPBRj; + BsSIZEy + BAEVy + BsVOLie + &ir (28 1-1)
| FE | i = By + BIWEDGE;; + B-CFOy, + BsHORIZON; + BUNITEM,
+ BsPBRjy + BsSIZEj + BAEVy + BsVOLj + & (23 1-2)
| FE| &+ = By + BIWEDGE;; + B2 DA | v + BsCFOy + BHORIZON; + BNITEM,;
+ BsPBRj; + BSIZEj + BSLEVy + BoVOLje + & (238 1-3)
L&M= | FE
<= Panel 1: (23 1-1) Panel 2: (2% 1-2) Panel 3: (2% 1-3)
3 AA t-4k 3 AA S t-4k 3 AA G t-3k |
A -0.372 -1.267 -0.370  -1.301 -0.302  -1.070
WEDGE 0.002 3.552 0.002 2.551 0.002 2783 ™
| DA | -0.701 2422 7 -0.618 2214 ™
CFO -0.660 -3.911 ™ -0.631  -3.770
HORIZON -0.005  -0.472 -0.007  -0.739 -0.005  -0.484
NITEM -0.025 -1.901 * -0.022  -1.713 ° -0.024  -1.892 "
PBR -0.013  -0.587 -0.025  -1.218 -0.018  -0.870
SIZE 0.014 1.416 0.018 1.863 ° 0.016 1.724 °
LEV -0.038  -0.570 -0.134  -1.935 ° -0.125  -1.836 °
VOL 0.004 3.336 0.003 3.128 ™ 0.003 2741 ™
YEAR, IND X3
T4 R? 0.224 \ 0.265 \ 0.283

D WEAe: | FE| @ A9A AF5x27], WEDGE: AMF39 2fAge=, | DA| - A%
Adol AUk, CFO @ Qe (IFdwsE/EN), HORIZON : AZ7|7HAA X F AL -
ARFAD) ARG, NITEM: 94 AS54R8e 23d 45 ¢ PBR: F7F Ul FH71A
&, SIZE © A AAR G, LEV : FAH&(FA/ZFA0), VOL @ 9EF7HH 4.

2) sk w3 ZbZE 19, 5%, 10% F3EolA 93-S ey,

IR\ =

<E 6> AfAMA R AL R JYAFEER A7 o
& VAEAE Fohny] AF A 28 A A AN
4>9) WA RAAsbsk <E 5>9 AALNARE EfR AP Yo

240



94 2 JAATEEN AZeANY UYL AR Aue afAuEst 4% g
2 YuE B gole wudtel, 22N S(WEDGE)Se) $EA4EW5E AH§ 3ol
§9%4e NS AnE Hedw e 2o

<FE 6> &FXAEf2| ol w2t JHZrLl 3 JUFTSEO0| o F2xf0 b|x= BEKHN=170)
| FE | it = By + Bi| DA | i + BohighWEDGE;, + B3| DA | i#highWEDGE; + B«LCFO;
+ BsHORIZON;e + BsNITEM,, + BAPBR; + BsSIZE; + Bl EVie + BioVOLy + &
(232-1)
| FE | s = By + Bi| DA s + B-LCFO; + BlowWEDGE;: + BCFO;#lowWEDGE};
+ BsHORIZON;, + BsNITEM,, + BAPBR; + BsSIZE; + BolEVi + B7VOLj + &
(232-2)
| FE | & = By + Bi | DA | i + BohighWEDGE;, + BsDAi#highWEDGE;, + B.LCFO;
+ BslowWEDGE; + BeCFOixlowWEDGE; + B:HORIZON; + B{NITEM; + B

oPBR;;
+ BiSIZEy  + BulEVy + Bi2VOLiy + &
(232-3)
F=EWS: | FE |
Panel 1: (23 2-1) Panel 2: (53 2-2) Panel 3: (23 2-3)
3| AA G t-%k 3 AA G t-4k 3 AA G t-%k
A -0.098  -0.359 -0.135 -0.492 -0.142 -0.526
| DA | -0.169  -0.551 -0.566 -1.990 ™ -0.111 -0.357
highWEDGE 0.142 3.446 " 0.148 3.443 "
| DA | *highWEDGE -1.793  -3.089 © -1.917 -3.296 °
CFO -0.662 -3.987 ° -0.630 -3.663 " -0.537 3.116 °
lowWEDGE 0.027 0.608 0.069 1.554
CFO*lowWEDGE -0.878 -2.099 ™ -1.054 -2.590
HORIZON -0.004  -0.423 -0.008 -0.791 -0.010 -1.012
NITEM -0.026  -2.065 -0.023 -1.817 © -0.024 -1.906 *
PBR -0.006  -0.293 -0.010 -0.473 0.000 -0.006
SIZE 0.010 1.074 0.012 1.314 0.012 1.280
LEV -0.092  -1.336 -0.153 22517 -0.090 -1.329
VOL 0.002 1.941 © 0.003 3.168 ° 0.002 1.992
YEAR, IND Z 3}
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The Impacts of the Wedge on the Association
between Earnings Management and Management
Forecast Errors

Abstract

This study examines the impacts of the Wedge on the association between
earnings management and management forecast errors. Prior studies states that
the shareholders with higher Wedge tend to more manage earnings compare to
the shareholders with lower Wedge. Here, Wedge means the difference between
voting rights and cash flow rights relatively. Futhermore, recent studies found
that managers have the incentives of earnings management to decrease in the
management forecast errors after management forecast disclosures. In
perspective of these relation among Wedge, earnings management and
management forecast errors, we can document that the companies with higher
Wedge have the incentives to manage reported earnings in order to decrease the
difference between the management forecasts and reported earnings.

We make comparisons of the management forecast errors between the higher
Wedge group and the lower wedge groups, and investigate the impacts of the
Wedge on the management forecast errors which are measured by the difference
between the management forecasts and the reported earnings. Futhermore, we
analyze what determines the management forecast errors in terms of the
association between the Wedge and earnings managements.

We find some empirical results from the analysis to investigate the impacts
of Wedge on the association between earnings management and the management
forecast errors.

This study first could find out the statistical significance from the direct
relation between the Wedge and management forecast errors. In other words,
the management forecast errors are directly influenced by the Wedge.

However, the management forecast errors tend to be significantly decreased
by the discretionary accruals for the higher Wedge firms than for the lower
Wedge firms. This indicates that managers have the more incentives to manage
earnings 1n order to be shorten the management forecast errors when the
Wedge 1s relatively high. This suggests that we should check out the
associations between the Wedge and managed earnings when we measure the
management forecast errors, because we may say the accurate firms even

though the firms have much more managed reported earnings with the Wedge.

Key words: Wedge, management forecast, forecast errors, earning management
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