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ZA}A4ko) Z}Oi 23 %% LIQe

S o] 24 8 A gl

Table 2& 8 Wl U3 7| &5AF

tSideD= Aelo]AFH] &, InstOwne
H] } Al vl & LEVE

2o JlEs

A(1)& O]%ﬂcﬁ =43 A7kl E 9 OP"W@]@ FreeCFE
=9 Ou 713 Z}Z}H]E Sizew
FALE OB A1) v]&. ISSUE=

‘_ui—goﬂk] HH dEe 7(}

AreA o

24 1)

H] %ﬂ%ol‘ﬂ. LOSSE Sle4o]l 43 /1ol 1, 184 9o 0. SaleGre &9 Z7Hs, B1g~ Big 4 %

ArQleld 1, 284 ¢4o™ 0. InAHE

Panel A: 2t d7Helo] g7 A4

TR 7R AFA 2 FE. Tenure= AlS7A 2

0’01’0
Ak TEF TEHE SP7AAe] Bt
AR, ARE, 94, & 9 AR Axd 1,184 0.174 0.155
716} 714 2 Agn) Az 520 0.077 0.194
T 2 A“17]104 486 0.072 -0.040
i‘ri‘%*‘ 2 A F A2 FE AL 478 0.070 0.044
AsAF “% EHI‘QFH Az 450 0.066 -0.110
13 2% Az 431 0.063 0.064
=% 74“ =% 371 0.055 0.232
9gad 54 9 9IE AxY 365 0.054 0.110
299 338 0.050 0.147
A7 Az 285 0.042 0.161
A8E Az 279 0.041 -0.264
KR Ll Eatel 238 0.035 -0.157
H 24 FEAF A 185 0.027 0.218
FE7EAE ARG 1A 2 I xﬂS’J 184 0.027 0.186
o & oEdhAz] E EJM]E— Az 171 0.025 0.172
gz Fol ¢ %olﬂl% A2 169 0.025 0.161
98, A4, B 1 9 AA ﬂ]&‘é 155 0.023 0.361
irxﬂ” g ZAEAE A X 150 0.022 0.142
AFEH 4ilﬂ‘ﬂ *l”“ 56‘ 2 e 145 0.021 0.340
2 A A9 85 0.013 -0.011
ARAE A AEZM 66 0.010 0.661
G- e0e 7IEE A 2 gy 57 0.008 -0.089
Z 6,792 1.000 0.122
Panel B: 71 &A%
e RS it xR p25 p50 p75
DisRev 6,792 0.000 0.062 -0.028 -0.000 0.029
Sticky 6,792 0.122 1.139 -0.350 0.054 0.510
FreeCF 6,792 0.019 0.164 -0.022 0.033 0.086
OutSideD 6,792 0.282 0.208 0.000 0.293 0.470
InstOwn 6,792 0.095 0.122 0.007 0.044 0.127
Size 6,792 18.515 1.339 17.574 18.278 19.208
LIQ 6,792 2.312 2.355 1.066 1.549 2.551
LEV 6,792 0.437 0.203 0.280 0.438 0.581
ISSUE 6,792 0.074 0.194 0.000 0.000 0.060
ROA 6,792 0.003 0.161 -0.002 0.032 0.075
LOSS 6,792 0.253 0.435 0.000 0.000 1.000
SaleGr 6,792 0.098 0.332 -0.057 0.066 0.201
Big 6,792 0.418 0.493 0.000 0.000 1.000
InAH 6,792 6.379 0.778 5.991 6.348 6.790
Tenure 6,792 4.231 3.502 2.000 3.000 6.000
TCSale 6,792 1.073 0.517 0.930 0.971 1.002
1192 AT H44R M4z 20154 8Y
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A7 el o] SHUZARIMDL K2 ofZeAyol
(Table 3) CHE|2IZAo]l 7[Hkst 27 RHEHS| SHLAR AMnt RHZFA] ofZL 4l
Table 3& 4(3)& 43 Z3E Yehdtt. Panel A, B 2812 Ce 242 Uy A& d9dd T3 E(FreeCF), AHY
o|AH] & (OutSideD), 183 7| #FAAH] & (InstOwn) &2 5% Pﬁi% wjo] AE JEpdTh HMEAES (E 2) &
Az}, o M e kEayor 247 1%, 5%, 10% M EAR R gk vl
Panel A: HE)Q1&A4] 243 doldIFsE
FEHF AFA 2T A (DisRev)
Hrr 7] tH] F7] wjEo] fadhe 4% 7] Wu] B7] wjEo] Frteke 4%
Constant 0.064*** 0.066™*** -0.055%** -0.055***
(3.70) (3.74) (-3.00) (-2.96)
Sticky 0.000 0.000 0.001 0.001
(0.10) (0.11) (0.73) (0.75)
FreeCF -0.027*** -0.027*** -0.024*** -0.024***
(-13.14) (-13.15) (-10.76) (-10.77)
Sticky™® FreeCF 0.003** 0.003** 0.000 0.000
(2.02) (2.02) (0.24) (0.25)
Size -0.002*** -0.003** 0.003*** 0.004***
(-2.70) (-2.53) (3.77) (3.29)
LIQ -0.000 -0.000 0.000 0.000
(-0.06) (-0.05) (0.16) (0.20)
LEV 0.028*** 0.028*** -0.001 -0.001
(4.39) (4.40) (-0.20) (-0.16)
ISSUE 0.003 0.003 -0.005 -0.005
(0.57) (0.61) (-0.63) (-0.59)
ROA 0.023** 0.023** 0.018" 0.018*
(2.38) (2.40) (1.73) (1.67)
LOSS -0.012*** -0.012*** -0.008** -0.008**
(-4.26) (-4.26) (-2.28) (-2.28)
SaleGr 0.067*** 0.067*** 0.041%*** 0.041%**
(14.55) (14.54) (12.91) (12.91)
Big 0.000 0.002
(0.14) (0.71)
InAH 0.001 -0.001
(0.52) (-0.55)
Tenure 0.000 0.000
(0.27) (0.98)
Industry Dummy Included
Year Dummy Included
R-squared
/Wald chi-square 0.157 0.157 0.112 0.113
N 3,474 3,474 3,318 3,318
ZASAT M4 w4z 20150 8 1193



(Table 3) CH2[QIZ Aol 7|uket H7itE | SlUAA M} M2 ofEedol (A1)

Panel B: the|Q1 &4 S3%]: Ale]o|Aln] &

F5A5 A 2249 (DisRev)

Ll 7] di] B7] o] gadhe A% 7] ] B7] mEo] Stele A%
Constant 0.067*** 0.068*** -0.066"** -0.066"**
(3.57) (3.57) (-3.35) (-3.31)
Sticky 0.002** 0.002** 0.001 0.001
(2.46) (2.48) (1.20) (1.21)
OutSideD -0.001 -0.001 -0.003 -0.002
(=0.30) (-0.33) (-0.88) (=0.79)
Sticky™ OutSideD -0.003** -0.003** -0.001 -0.001
(-2.35) (-2.35) (-0.31) (=0.30)
Size -0.004*** -0.004"** 0.003*** 0.003***
(-3.79) (-3.34) (3.03) (2.90)
LIQ -0.000 -0.000 0.000 0.000
(-0.74) (-0.74) (0.64) (0.66)
LEV 0.033*** 0.033*** 0.001 0.001
(4.98) (4.98) (0.10) (0.14)
ISSUE 0.005 0.006 -0.001 -0.001
(1.02) (1.05) (-0.17) (-0.12)
ROA 0.009 0.009 0.005 0.005
(0.92) (0.93) (0.51) (0.47)
LOSS -0.007** -0.007** -0.003 -0.003
(-2.48) (-2.47) (-0.82) (-0.81)
SaleGr 0.068"** 0.068"** 0.043*** 0.043***
(14.30) (14.28) (13.42) (13.39)
Big 0.000 0.001
(0.14) (0.47)
InAH 0.001 -0.001
(0.28) (-0.79)
Tenure 0.000 0.000
(0.29) (0.63)
Industry Dummy Included
Year Dummy Included
?V’vsi‘éazﬁ?_squm 0.110 0.110 0.080 0.080
N 3,474 3,474 3,318 3,318
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(Table 3) Ch2[QlZ Aol 7|uket 7 iUElo| SiUZ Al Mt XY

Panel C: HEIQ1EA 44 7| AFAAH] &

F5A5 A 2249 (DisRev)

Ll 7] di] B7] o] gadhe A% 7] ] B7] mEo] Stele A%
Constant 0.069*** 0.070*** -0.060"** -0.061***
(3.85) (3.85) (-3.22) (-3.19)
Sticky 0.002** 0.002** 0.001 0.001
(2.32) (2.33) (1.09) (1.11)
InstOwn -0.008* -0.008* -0.001 -0.001
(-1.73) (=1.74) (-0.22) (-0.28)
Sticky™ InstOwn -0.004** -0.004** -0.000 -0.000
(-2.52) (-2.51) (-0.09) (=0.07)
Size -0.003*** -0.004"** 0.003*** 0.003***
(-3.84) (-3.29) (2.93) (2.81)
LIQ -0.000 -0.000 0.000 0.000
(-0.75) (-0.75) (0.61) (0.63)
LEV 0.032%** 0.033*** 0.000 0.001
(4.96) (4.97) (0.06) (0.10)
ISSUE 0.005 0.006 -0.002 -0.002
(1.00) (1.03) (-0.23) (-0.18)
ROA 0.009 0.009 0.006 0.005
(0.91) (0.92) (0.53) (0.48)
LOSS -0.007** -0.007** -0.003 -0.003
(-2.41) (-2.41) (-0.84) (-0.83)
SaleGr 0.067*** 0.067*** 0.043*** 0.043***
(14.24) (14.22) (13.45) (13.42)
Big 0.000 0.001
(0.16) (0.52)
InAH 0.000 -0.002
(0.28) (-0.88)
Tenure 0.000 0.000
(0.25) (0.64)
Industry Dummy Included
Year Dummy Included
?V’vsi‘éazﬁ?_squm 0.111 0.111 0.080 0.080
N 3,474 3,474 3,318 3,318
AU M442 M4z 20154 8 1195



(Table 3) th2[Ql=Holl 7|8k

Panel D: dl2|1&A] S44]:

ol

b 2i7}3lElo] 5

YAAFTEE, AtejolAH &, 7| HFAA ] &

_o'l_
o
N
>
0x
=
>
=
i
[ ]
=2
U
o
>
=
o
2

50T AFA E2AY (DisRev)

HEE 7] O] B2 wmiEe] fghske 48 A7) gy F7] ujEe] Frteke 4%
Constant 0.066*** 0.068*** -0.059*** -0.058"**
(3.63) (3.66) (-3.03) (-2.96)
Sticky 0.001 0.001 0.001 0.001
(1.13) (1.14) (0.76) (0.76)
FreeCF -0.027*** -0.027*** -0.024*** -0.024***
(-13.08) (-13.08) (-10.74) (-10.75)
Sticky™ FreeCF 0.003** 0.003** 0.000 0.000
(2.20) (2.20) (0.27) (0.27)
OutSideD -0.001 -0.001 -0.002 -0.002
(-0.24) (-0.28) (-0.78) (-0.72)
Sticky® OutSideD -0.004** -0.004** -0.000 -0.000
(-2.44) (-2.44) (-0.20) (-0.18)
InstOwn -0.007 -0.007 -0.002 -0.002
(-1.54) (=1,55) (-0.32) (-0.38)
Sticky™ InstOwn -0.004*** -0.004*** 0.000 0.000
(-2.73) (-2.72) (0.03) (0.04)
Size -0.002** -0.003** 0.004*** 0.004***
(-2.39) (-2.30) (3.80) (3.37)
LIQ -0.000 -0.000 0.000 0.000
(-0.06) (-0.06) (0.18) (0.22)
LEV 0.028*** 0.028*** -0.001 -0.001
(4.43) (4.44) (-0.18) (-0.14)
ISSUE 0.003 0.003 -0.005 -0.004
(0.60) (0.64) (-0.56) (-0.52)
ROA 0.023** 0.023** 0.018* 0.017
(2.38) (2.40) (1.70) (1.64)
LOSS -0.012*** -0.012%** -0.008** -0.008**
(-4.24) (-4.24) (-2.29) (-2.28)
SaleGr 0.067*** 0.067*** 0.041*** 0.041***
(14.51) (14.50) (12.86) (12.87)
Big 0.000 0.002
(0.18) (0.71)
InAH 0.001 -0.001
(0.47) (-0.50)
Tenure 0.000 0.000
(0.27) (0.98)
Industry Dummy Included
Year Dummy Included
R-squared
/Wald chi-square 0.159 0.159 0.112 0.113
N 3,474 3,474 3,318 3,318
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H7HEle| St A ML B ojEeye

A& (OutSideD) & S YEA9] SHAZ AHS
s Wel 2345 vepdth, A% &S
AR S AT A7) M) BY] wiEo] A
T A8, 84 (Sticky) & ol g F(+)
Ad #(AS 2 0.002, t-stat. 2.46), 281
o7 2178 (Sticky) 2t AFeJo]AMH] & (OutSideD)
e e A A e e 5009 #%
(A5 gk -0.003, t-stat. 2.35)< 7Hith. ol
A7t e A A A A wfEEAY o 7o
%9451 F(+)e] BHAAT}E Aol Eo] HE&
T dstdtE AL vlsted ol2fg Qﬂr%
Panel AcjAe] Zze} o] Arlefelel 3
ol tiEjRlEAl o 7195 A A UH%‘“"@"“#
ol FRAAE HvdE RS ordt(7HA
1-2). Panel Cell AAE ¥4 A= 7| FFAAH]
£ (InstOwn) < HEAEA S A2 ALE3A
<= 9o 235 dehdll=d 279 314 L Panel
BolA 9] 79 fratattt. riA 92| Panel D&
Panel A, B, 123 Collx AXE dAEA] &
AAE 25 e 459 235 Y=t gz
AEA SAAE 44 w2 ndeiilS 459 23
7b A E1E 9o ol 449 di=ldlE
Al S8 A7} %7}535114 P A wjE
g ske] FadA o nA = 4
=

koo

rf

>

FAWSe] $AAE BAR 93 QAT
TR (Size)E AFH ZLYAT ()9
o) JRBAS g, o) Y TFE} 2
+% JBol Frsn 9l Fo} AYA
ARA E e Agae el ol AKEA 2
sthe A ouge, FAUE(LEV)/E 225

we = %&
_\;O £ o
ﬁ@ =
o 2 il

2 o ox if
fr = B
&o% fde 7
OJJ" =
= @jﬁ
NN{N' }"N_l

::'NE‘ oﬂ,
FL LTy
2 s Ny 3
2 & mi%ﬂpf
m\}lﬂlo ﬁii
ifz) P
< T Ws e
N S Sl
100>,E9_>/>‘_\£1.4L
B
do oo o (s
&

fi
tlo oft ¥ Qb ok b o> o

, M&AE7H&(SaleGr) 2
+)9] & UrEhHOiﬂtﬂ o]
=g % o

38 A

[‘lFL_T:‘
o% 2

o2

4.3 7KtEfe| St dnt J7tE

theflEA ol 71uket ke o] sk 2ol A
F i ez oo el ete M & ARl
9Jo] 7]l H =glad ZALE YEJEARE
L7HE 7L b AR YeilE 7199 7
YU EEE Qg kel & 3 =
7] el AFA RS *}%515}#
ol&f g 7] %%01 B e A
A 716k A7k el ) apld 2/ ) %7}%3”}4
ARAAE AT aR} gt 0

Table 4= °|5 EA g 235 Yepid ”ﬁ%l‘i
. A7t o] shi A4 (Sticky) 2 do4 @

)
7
e

3

ﬁiﬂr

a
blsls

(FreeCF) 7o %5289 Alg ghe 4‘5?’_ %
+)9] g (A5 %k 0.134, t-stat. 2.45), 9713
IS IR ( ticky) 2 AH] O]/‘}H]g OutSideD)
) Ao g Alg e fod ()9 @
(Al %k -0, 425 t-stat. 3.70) lﬂJ— A7rgE] <]

3| H X_]]/‘ (Stlcky)_q- 7] JJ'TZ]’Z]'H] IHStOWn)

) A7H&(TCSale) > W= o] Fu|&-& Uepdth. o7]4 iz

HAASAT H44H M4z 20154 8Y

A2 A )

QAN AFAEdE 2aste] AEHglt
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Table 4= H7F&3} tefeAldl 71wkt drtaee] shdd = date] BAS 24
< w2 ] FHE-S Yehdn o714 wE

wkk k% x1 ok )
. , ,tc}:ﬂz:!

4ge () & 32D

(Table 4) th2|@lZHlol| 7[uket H7itElo| sfuA A dnt /7

M3k AvE
B2 AA| v EAo A A FH | EHE 27}
Aog 247t 1%, 5%, 10% 3ol 47

Z&¥%: A71e (TCSale)

Constant 0.479
(0.42)
Sticky -0.042
(-0.65)
FreeCF 0.190
(1.49)
Sticky® FreeCF 0.134**
(2.45)
OutSideD 0.301
(0.78)
Sticky® OutSideD -0.425***
(-3.70)
InstOwn -0.031
(-0.11)
Sticky™ InstOwn -0.111
(-1.48)
Size -0.002
(-0.03)
LIQ 0.167***
(5.17)
LEV 0.764*
(1.92)
ISSUE 1.305***
(3.51)
ROA -6.642***
(-11.20)
LOSS 0.844***
(4.53)
SaleGr -0.590***
(-3.18)
Industry Dummy Included
Year Dummy Included
R-squared
/Wald chi-square 0.060
N 6,792
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A7kalelo] SR R ofE LMo

o] Ao ALY A e frefaAe AR
(=) (A 7 -0.111, t-stat. 1.48)9] 3
S Uehiz gtk ole ke shEdE A ol
A 7HEFE ArhEo] wrhe As 9
njstal A7t e] e sh A A AT A A v E LA
o] A#ATA L} delEA = Q8 AT Ay
F&o At Uthe A Al

o do Y
—1> r&

ol 4
Jugos
?Loﬂ/ﬂb APATFE et 719
2 ZAsItHe.g., Weiss,
2010). BHATH, 2 sﬂ%ﬂ 2a7ATE Egz o
H 713594 o]z

Wﬂ “HZC’WW A

v
oxl
i)
au}
e
e

O O

oz 1:1{— ;401 it 4%
]_

[¢]
el 249l oR7

#4725 S v
A A3 57 943 A WEAIA AR )5
A A FE 7199 FFFFOE Ha U}
Aol APAAYS FP3tel HIS ARFHY

t}. Table 5= ©| £4243E Yehl=tl Table 3
Ao EAAze} fAke AoE JYeRfa Sl
ol Artdelel SHAAA SHA EANT F 9

& (Noise)o] Gl 2ol Mol 93 = UF

4.5 ATFR¥o| Ay

B3] wegto

HAASAT H44H M4z 20154 8Y

24 7149 w7pEARl S4ol d7Hye e sk
A1} Ak wEdgd 7ke] BAE S5kA] &

o

A A E A gt A7 o] shiA Aol 7
Ao afg = HPAAQ SA4Y A 7IdunE
Yo 7o zN ArlegE Pﬂﬁgx—l 93} A 2
2 LA te] dAe gskd 2 Holz
% 719 97 28 (firm-fixed effect model)<
FAToZH o IL3twx] e WS (omitted
correlated variable problem)el| gt $3E

Zslstaat gt

Table 6 7|9 t7] 23 (firm-fixed effect model)
S 343 Aot} Table 39 A}t fAlSHI
el A 7]9ket A7t e o] spi A A 33 A 2
A vl Aol frofe FHAAE Yl itk
ol HI7FAAQI 7|}j 5] o] e BAE f
a4 gethe A onlsi

4.6 2t 24

A Hz8a) 9ld) 1972
ol A8 9% % IS 2943, I Sticky
A 43) Bgdtel 43 FAat

Stickyi =B+ B1FreeCF;+B.0utsideD; ¢
+ BsInstOwniy +BaSize; ++BsLIQ; ¢
+BsLEV; ¢+ B7ISSUE; + + BsROA; ¢
+BoLOSS; 1 +BioSaleGri ¢+ Br1Bigi ¢
+Bi2lnAH; ¢+ BisTenure; ;
+Year Dummy +Industry Dummy

teit (3)

o714,
Sticky H(1)% ol 83te] 233 L7Hge )
FWANA, WA 252 &

1199



= YERdH Table 3elM= d7Fge)e] spdd 44 A A )

= (e}
Zd9E

A3t

WER hEe 08 Arlge e s
Y

A AT 2T

A (DisRev)

A7) e 37] o]

A7 gH] B7] wjEo] Sk 4%

i washe ds
Constant 0.070*** 0.072*** -0.067"** -0.065***
(3.61) (3.64) (-3.21) (-3.08)
Sticky 0.001 0.001 0.002 0.002
(0.89) (0.90) (0.99) (0.98)
FreeCF -0.029*** -0.029*** -0.024*** -0.024***
(-13.31) (-13.31) (-10.32) (-10.35)
Sticky™ FreeCF 0.001** 0.001** -0.001 -0.001
(2.48) (2.47) (-0.62) (-0.62)
OutSideD 0.000 0.000 -0.004 -0.004
(0.04) (0.02) (-1.22) (-1.15)
Sticky™ OutSideD -0.005* -0.005* 0.002 0.002
(-1.96) (-1.95) (0.78) (0.77)
InstOwn -0.006 -0.006 -0.002 -0.003
(-1.30) (-1.33) (-0.46) (-0.56)
Sticky™ InstOwn -0.007** -0.007** 0.002 0.002
(-2.23) (-2.22) (0.53) (0.53)
Size -0.002** -0.002** 0.004*** 0.004***
(-2.14) (-1.97) (3.82) (3.36)
LIQ 0.000 0.000 0.000 0.000
(0.20) (0.20) (0.60) (0.66)
LEV 0.029*** 0.029*** 0.001 0.001
(4.26) (4.26) (0.07) (0.13)
ISSUE 0.001 0.001 -0.004 -0.004
(0.21) (0.23) (-0.47) (-0.43)
ROA 0.023** 0.023** 0.011 0.010
(2.24) (2.24) (0.90) (0.85)
LOSS -0.015*** -0.015*** -0.009** -0.009**
(-4.76) (-4.75) (-2.54) (-2.54)
SaleGr 0.065*** 0.065%** 0.042*** 0.042***
(12.91) (12.91) (12.30) (12.31)
Big 0.001 0.003
(0.42) (1.00)
InAH 0.000 -0.001
(0.21) (-0.54)
Tenure 0.000 0.000
(0.01) (1.14)
Industry Dummy Included
Year Dummy Included
R-squared
/Wald chi-square 0.159 0.159 0.115 0.115
N 3,474 3,474 3,318 3,318
1200 AT H44 R4z 20154 8L
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Table 6+ 4] (3)°l AdHv¥s Al 7IdE S F7}sto]
o, ¥ e FEAR R A 1%, 5%, 10% Tl BARLE Fo8-E ot

7 Hlele| stuFA Mt RH

42

(Table 6) 7|¥Ho|

4%

28

Anie et WEEe (F2) &

o

=

&S AFE 229 (DisRev)

Wy

7] ] 7] wjEo] ek 9

7] o] B7] wjZo] S7kehe 4%

“T o
Constant 0.156** 0.156% -0.117 -0.119
(1.99) (1.96) (-1.32) (-1.34)
Sticky -0.000 -0.000 -0.002 -0.002
(-0.11) (-0.09) (-1.12) (-1.11)
FreeCF -0.028*** -0.028*** -0.026*** -0.026***
(-10.40) (-10.42) (-8.82) (-8.81)
Sticky™ FreeCF 0.005*** 0.005*** 0.001 0.001
(2.73) (2.73) (0.57) (0.55)
OutSideD -0.004 -0.004 0.002 0.002
(-0.95) (-0.88) (0.38) (0.39)
Sticky™ OutSideD -0.004** -0.004** 0.002 0.002
(-2.52) (-2.53) (0.83) (0.84)
InstOwn 0.005 0.005 0.001 0.001
(0.90) (0.87) (0.10) (0.12)
Sticky™ InstOwn -0.003 -0.003 0.002 0.002
(-1.45) (-1.44) (0.71) (0.72)
Size -0.006 -0.006 0.005 0.005
(-1.47) (-1.48) (1.02) (0.98)
LIQ -0.001 -0.001 -0.000 -0.000
(-1.57) (-1.51) (-0.02) (-0.02)
LEV 0.005 0.005 0.041*** 0.041***
(0.38) (0.40) (2.92) (2.92)
ISSUE -0.007 -0.007 0.019 0.019
(-0.93) (-0.88) (1.56) (1.54)
ROA -0.000 -0.000 0.008 0.009
(-0.01) (-0.01) (0.53) (0.53)
LOSS -0.015*** -0.015*** -0.008* -0.008"*
(-3.88) (-3.83) (-1.79) (-1.79)
SaleGr 0.080*** 0.080%** 0.050*** 0.050***
(12.76) (12.75) (10.79) (10.79)
Big 0.002 0.000
(0.46) (0.01)
InAH -0.001 0.001
(-0.26) (0.27)
Tenure 0.001% 0.000
(1.69) (0.15)
Firm Dummy Included
Year Dummy Included
R-squared
/Wald chi-square 0.531 0.531 0.473 0.473
N 3,474 3,474 3,318 3,318
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(Table 7) 2EtHIEA

Table 7& 21 (4)oA 48 225 Sticky 4l AHEs] 2(3)& F4¢ 2345 vehdth, |edd e (X 2) & 3
Za) e AR oR A%t 1%, 5%, 109 FEAIA BAACR #gS v,
19 29
TERST Sticky AFH mEdAdd (DisRev)
" 7] div] F7] wiEe] #aske 43| A7) gib] @] wiEel SUtee A%
Constant 1.262%** 0.068*** 0.069*** -0.057*** -0.057***
(4.18) (3.72) (3.74) (-2.95) (-2.88)
RSticky 0.001 0.001 0.001 0.001
(1.28) (1.29) (0.61) (0.60)
FreeCF 0.095** -0.028%** -0.028*** -0.024*** -0.024***
(2.15) (-13.65) (-13.65) (-10.92) (-10.93)
RSticky™ FreeCF 0.003** 0.003** 0.001 0.001
(2.01) (2.01) (0.67) (0.66)
OutSideD -0.020 -0.000 -0.000 -0.002 -0.002
(-0.58) (-0.19) (-0.14) (-0.72) (-0.66)
RSticky™ OutSideD -0.003* -0.003* -0.001 -0.001
(-1.91) (-1.91) (-0.31) (-0.29)
InstOwn 0.023 -0.006 -0.006 -0.002 -0.002
(0.31) (-1.34) (-1.36) (-0.33) (-0.38)
RSticky™ InstOwn -0.004** -0.004** -0.001 -0.001
(-2.10) (-2.11) (-0.24) (-0.23)
Size -0.082%** -0.002** -0.003** 0.004*** 0.004***
(-4.59) (-2.51) (-2.39) (3.69) (3.28)
LIQ -0.022** -0.000 -0.000 0.000 0.000
(-2.52) (-0.13) (-0.12) (0.13) (0.18)
LEV -0.007 0.028*** 0.028*** -0.001 -0.001
(-0.06) (4.44) (4.45) (-0.18) (-0.14)
ISSUE 0.209** 0.003 0.004 -0.005 -0.004
(2.12) (0.66) (0.70) (-0.53) (-0.49)
ROA 1.115%** 0.024** 0.024** 0.019* 0.019*
(7.12) (2.46) (2.48) (1.81) (1.76)
LOSS -0.241%** -0.013*** -0.013*** -0.008** -0.008**
(-4.89) (-4.34) (-4.34) (-2.37) (-2.37)
SaleGr 0.108** 0.067** 0.067*** 0.041%** 0.041%**
(2.19) (14.52) (14.51) (12.92) (12.93)
Big -0.097** 0.000 0.002
(-2.56) (0.14) (0.66)
InAH 0.012 0.001 -0.001
(0.41) (0.47) (-0.49)
Tenure -0.005 0.000 0.000
(-1.07) (0.24) (0.95)
Industry Dummy Included
Year Dummy Included
R-squared
/Wald chi-square 0.043 0.158 0.158 0.112 0.113
N 6,792 3,474 3,474 3,318 3,318
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Cost Stickiness and Discretionary Revenues

Sung Hwan Jung*

Abstract

Prior studies find that costs rise more with increases in activity volume than they fall with
decreases and label this asymmetric cost behavior as sticky cost(Anderson et al. 2003). Many
factors influence the extent of cost stickiness: current sales change: prior period resource levels;
expected future sales; agency and behavioral factors. This study focuses on part of cost stickiness
that is attributable to agency problems and investigates the association between this type of
cost stickiness and managerial opportunism.

To the extent that cost stickiness arises directly from optimal managerial behavior with
adjustment costs rather than from managers deliberate resource commitment decisions in the
presence of adjustment costs, costs to sales ratios likely increase. In turn, managers may attempt
to conceal the inefficiency by managing earnings through discretionary revenues. Relying on
this intuition, this study hypothesizes that cost stickiness results in discretionary revenues.
Specifically, based on Chen et al.'s(2012) evidence that cost stickiness of firms where free cash
flow is high, the number of outside directors divided by the total number of directors is low, or
the number of shares held by institutional investors divided by the total shares outstanding is
driven by the agency problem, this study investigates whether cost stickiness of these firms
leads to discretionary revenue.

Consistent with the hypothesis, this study finds that cost stickiness driven by the agency
problem is positively associated with discretionary revenue. This association is observed only in
the subsample where current sales level before increasing sales through discretionary revenue
is lower than prior sales level, suggesting that a decrease in demand encourages the managerial
opportunism. In addition, the evidence shows that cost stickiness driven by the agency problem

is positively associated with costs to sales ratios. This supports the interpretation that the

* College of Economics and Business Administration, The University of Suwon
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mechanism underlying the association between the cost stickiness and discretionary revenues
is the inefficiency associated with resource commitment decisions.

This study advances the literature on the effects of cost stickiness. There is much evidence on
the causes of cost stickiness(e.g., Anderson et al. 2003; Kama and Weiss 2013: Banker and
Byzalov 2013). However, the understanding is far from complete regarding how cost stickiness
affects the information environment. The findings of this study suggest that cost stickiness
negatively affects the information environment. When costs behave asymmetrically, it is difficult
to make meaningful comparisons of time-series and cross-sectional cost information, and as a result
investors may not discern whether costs are properly reported. In addition, more importantly,
the evidence of this study shows that cost stickiness driven by the agency problem leads to

managerial opportunistic incentives to inflate sales.

Key words: Cost Stickiness, Discretionary Revenues
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