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Abstract

The Effects of Corporate Governance on Asymmetrical Behavior of costs’
Shin, Sung-Wook"

The purposes of this paper are to investigate the impact of managers agency problem on
asymmetrical behavior of SG&C and to examines whether or not the corporate governance
mechanisms can have any moderating effects on Asymmetrical behavior of SG&C.

To test empirically the above mentioned purposes, we gathered firm-year data of manufacturing
firms from 2007 to 2012 and the sample firms are listed on the Korean Stock Exchange. The
findings of this research are summarized as follows:

Firstly, for those firms whose agency problems are high, the stickiness of SG&A increases as
sales variation. The results imply that managers are not willing to reduce their perquisite
consumption in proportion with sales reduction.

Secondly, we investigate how corporate governance mechanisms influence the cost stickiness
behaviors of SG&A for those firms whose agency problem are high(above the median value of free
cash flow used as a proxy of agency problem). The results are that as the effectiveness of
corporate governance mechanisms improve the cost stickiness of SG&A mitigation except for the
insider ownership.

These results show that agency problem has impact on the asymmetrical behavior of SG&A. And
effective governance mechanisms have moderate effects on the reducing stickiness behavior of SG&A

caused by agency problem.

Key Words: Agency problem, Asymmetrical behavior of costs, Corporate governance,
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