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The Impacts of Reporting Choice on Asymmetric Cost Behavior
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Abstract The purpose of this study is to analyze how managers' reporting choices affect asymmetric cost
behaviors in manufacturing firms in Korea and Japan. In order to analyze the contents, SG&A, COGS,
and operating expenses (OE), which were the targets of the previous studies, were analyzed using the
operating costs paid in cash (OC) and the operating expenses before depreciation (OEBD) proposed by
Shust and Weiss (2014). The differentiation of cost behavior was analyzed. The analysis revealed, first,
that both Korea and Japan showed the difference between cost behavior of OF and OC. Specifically,
the cost stickiness of OC was higher than that of OE. In particular, it showed that Korea firms have
a higher intensity of tangible fixed assets that are weakening the cost stickiness compared to Japanese
firms. Second, the occurrence of depreciation costs weakens the cost stickiness in both countries. Lastly,
the higher the debt ratio, the more aggressively the cost reduction of Japanese companies. We hope that
this study will help to improve the relationship between the two countries at the academic level when

the Korea-Japan relationship cools down.
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Table 1. Proxy for Economic Costs

Measurement
COGS + SG&A
(Basic Accounts Receivable +
Revenue - Ending Accounts
Receivable) - Operating Cash Flow

Operating Expenses(OF)

Operating Costs paid
in cash(OC)

Operating Expenses
Before Depreciation(OEBD)
Source: Edited by Shust and Weiss (2014)

COGS + SG&A - Depreciation
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7199 A T=EAFFBIAEF Y TS2000, Y2719 Table 3. Descriptive statistics
79 QUICK Astra Managero|A] S&sI9tt. 72413

. o o o Hmo G =10l (Panel 1. Korean Firms) (% million)
o2& ofe] 7|EE HiEeR BEZ AASHT: Mean | STD 25% Med 75%
Sales |1,222,5303,479,308 | 141,373 | 278,733 | 715,805
. SG&A | 127,043 | 407,400 12,683 27,822 80,926
Table 2. Final sample COGS | 1022413 2,957,370 | 110977 | 232.161 | 591,077
o T OF | 1.149.456]3.275.630 | 133249 | 263,530 | 684,219
OC 1,126,395 (3,175,564 | 129,964 | 259,660 | 687,716
Initial sample 4003 14630 OEBD | 1144754 | 3.263.064| 132826 | 262,992 | 679,660
Non-December(Marchch) 95) (3,384) {Panel 2. Japanese Firms) (¥ Billion)
Settlement Company
Mean STD 25% Med 75%
Data missing (235) (.215) Sales | 174500 | 432343 | 16628 | 41024 | 132,525
Cost exceeds sales (143) (23) SG&A | 311,123 | 83,332 2,643 6,868 20,172
Uper and lower 0.5% 3D 29 COGS | 133256 | 342807 | 12282 | 31233 | 101356
- OE 164,380 | 410,866 15,881 39,263 125,489
Less than 20 industry-year (125) (79) oc 161.066 | 401717 15501 38.493 123.026
Final sample 3.274 9.501 OFBD | 157,080 | 392916 | 15259 | 37721 | 119,745

Table 4. Regression Analysis

2EH2F Ol AI=EEHA| 747
4, 7IE<>7'“° x =2om™H. EJ—I' (Panel 1. Korean Firms)

SG&A | COGS OF oc OEBD

2 @701 A8 FANGE JIGBAFE Table3] g, |00 | 0001 TO00 T 0001 70005
A ER1E 4= 9t} g Bolle eSS By, BF 5, 04| 0970™ [ 09107 0934 0914
;‘—E;‘(]_, IA]"E"“(H'/]\‘, %9 _/'\_, 3/‘]"3"‘%_}?‘7]' X‘]]/\]E]q 9}1\1]- (17.535) | (132.573) | (137.114) | (48.470) | (137.669)

8 -0.026 | -0.106™* | -0.090™** | -0.153** | -0.087**
2

Table 40A= skt A& A 27149 v|iAZ A7} (-0.278) | (-3.829) | (-3.611) | (-2.099) | (-3.472)

8 0.041* | -0.030** | -0.013** | 0.056™** -0.011*
3

el A Sl ArE At S w (1869) | (4309 | (2140 | G.207) | 189D

bl B BIGE A R B gty ol o oo b or | oo
Ehffo] A A7IEE eI 2E7149] 7 4 (70.25455) (().0264*; (0.018) (—0.013) (o.o;z)
) 5 | (-1445) | (2.460) | (1.099) | (-0.281 1.0
S By7F 72 #(-0.116)= HEtof sh87d 24 5 | 0006 [0.032*| -0016" |-0143"* | -0015
= _ - 6 1 (-0.18D | (-3.036) | (-1.692) | (-5.097) | (-1.540)
Q1 Y7HEERE HER T BAIRST Y7HegE] o] v]A] i | 0174 0915) 0019 | 0583 0920
= 9= _E,_/_\ﬂ'f:ﬂ— @3’—]— OO]:;'L 2E 5 O;B“Q‘E -ﬁ—%j’_@ (Panel 2. Japanese Firms)
it ALt 2248 wjiEgdo] 2d A& TASeE 05(%86‘3* ggﬁi* OOOEO (?Ocm g%i‘l)
Wt ade Azl A0 eyt Wad Ao (.782) | (219D | (0.839) | (-0353) | (1.103)
7o 4% 9% % g e e, [on e o o 0se
BAHSTE Q71 E O] mjRE JF2 el i 5, |0116"]-0120" [ -0.086™ | -0.589" | -0.052"*
= & 2 4. -3. -0. -10. 4.
A A e} U AU Sl G| (s T Ly | Ly
=258 = BF PGS A= At v B | G2on | 15689 | (14905 | (2406 | C11.13D)
et o= wrfeuier 9o WiEdrt IRl 2714 P (10.953) | (4.384) | (5.055) | (18.544) | (3.820)
% 28] UE 29, AW YR DN REL [T e | e | o | o
A0= s7sditt T2 = B viEde] 2d A 3 20,0217 20,016 | -0.022" | ~0.097"* | ~0.021"*"
= = =] 6 _ i — _ —
2 7FABHEE Hajulgo] =828 97lo] shFARA : ( 7.40864) (-9.960) | (-14.899) | ( 236.i62) ( 14.2/;8)
. ~ _ R | 041 0920 | 0919 | 0.649 0.92
o] oF L SE= Hol o]l AJHALSlo WA 7
] —'Q}E]L _OEH = HLE} ]L H"JKO © ] L]— ]-L ] 1) *, ** *** Indicate significance of at the 10, 5, and 1 percent
ALSE A&He YHE EUdE AS uigith levels.
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Table 5. SumMarchy of Research

Korea

Japan

Downward rigidity
weakens as symmetrical
cost behaviors and

Downward rigidity of cost
behavior and tang-

ible fixed asset concen-
tration, sales decline for

SG&A |[tangible fixed asset .
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concentrations decrease in|, . .
X N higher debt ratio weakens
sales for two consecutive
ears downwa-
¥ ) rd rigidity
Downward rigid cost Downward rigid cost
behavior/The higher the |behavior-The higher the
concentration of tangib- |concentration of tangible
-le fixed assets, the lower|fixed assets, the lower the
COGS |the rigidity.- Reduction of |rigidity.
sales for 2 consecutive - Reduction of sales for 2
years, higher debt ratio |consecutive years, higher
weak- debt ratio weakens
wens downside rigidity downside rigidity
‘Downward Rigid Cost Down\.vard rigid (_:OSI
. . behavior - The higher the
Behavior-The higher the i i
X X K concentration of tangible
concentration of tangible |,
g fixed assets, the lower the
fixed assets, the lower the| 7
OE rieidit rigidity.
siaty: - Reduction of sales for2
- Reduced downward R i
o consecutive years, higher
rigidity as sales decrease .
| debt ratio weakens
for two consecutive years : S
downside rigidity
Downward rigid cost
Downward rigid cost behavior/The higher the
behavior concentration of tangib-
The higher the le fixed assets, the lower
OC |concentration of tangible |the rigidity/- Reduction of
fixed assets, the lower the|sales for 2 consecutive
sales for the second years, higher debt ratio
consecutive year. weak-
ens do wnside rigidity
‘Downward Rigid Cost Downward rigid cost
Behavior behavior'The higher the
- The higher the concentration of tangible
concentration of tangible |fixed assets, the lower the
OEBD |fixed assets, the lower the|rigidity.
rigidity. - Reduction of sales for 2
- Reduced downward consecutive years, higher
rigidity as sales decrease |debt ratio weakens
for two consecutive years |downside rigidity
Higher downside rigid-
ity of cash operating costs
than operating
OF expenses/The higher the |[-Higher downside rigidity
vs concentration of ta- of cash operating costs
oc ngible fixed assets, the than operating expenses
lower the rigidity of
operating costs and the
lower the rigidity of cash
operating costs.
- The occurrence of - The occurrence of
OE |depreciation costs appears|depreciation costs appears
vs |to strengthen the degree [to strengthen the degree
OEBD |of downward rigidity of |of downward rigidity of
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