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The effect of Unrelated Diversification on Eamings Management
Focusing on the Moderating Effect of Audit Committee
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School of Business Administration, Busan University of Foreign Studies

£ o B dye] BHe npnzapt ooz ome G vAeAE Aunm, oleld AT Ak e

@ﬂ@ﬂﬂﬂﬂ —@%ﬂ%%@ﬁktﬁ%%ziiﬂﬁfﬂﬂmﬂﬁﬂmﬁﬂﬂﬂ%ﬂmAﬂAumqu

yea) AR5 olgalglry. BAATE v 2ok A, dERA4R

A 0@ ek, 240, vleickzabh ooz Ael v )

. 3 Ax} ngEgztslEFo] B8 7|gloA AFeIE] o] Ax] 2 =g

- oloy2g0] ashs £ Bego] Ui A0w tehirh ool s WA} nY
% % & ekshs 2ol F89L A,

FPE

oJ 3RS U] >
=

Abstract The objective of this study is to investigate the effect of unrelated diversification on earnings management,
and then to analyze the moderating effect of Audit Committee on the relationship. The sample of this paper consists
of 206 firms and 1,924 firm-year data listed on Korea Exchange from 2000 to 2009. The results are as follows.
First, unrelated diversification is positively associated with earnings management. Second, there are the moderating
effects of Audit Committee establishment and independence on the relevance between Unrelated-diversification and

earnings management. These findings imply that it is important to strengthen the effectiveness of Audit Committee
in unrelated diversification firm.
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Table 1. Descriptive statistics

Var Min Max Mean Median

DA 0.00 3.58 0.29 028

ub 0 0.69 0.19 0.07
AUD!1 0 1 0.22 0
AUD2 0 1 0.20 0
SIZE 8.90 1827 12.60 12.25
LEV 0.01 1.70 0.46 0.46
ROA -2.08 1.38 0.02 0.03
BIG4 0 1 0.57 1
LOSS 0 1 0.22 0

Table 2. Correlation matrix

Va A B C D E F G  H
1
000 | 1
c TP ®
I S
£ 024 015 084 06
¢ 007 007 015 016 019
G 009 007 005 006 017 -024
y 006 000 025 026 0 006 007
, 013 007 006 006 016 024 -051 007 |
A DA, B UD, C: AUDI, D: AUD2, E: SIZE, F: LEV,
& ROA, H: BIG4, |: LOSS
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Table 4. Regression Analysis for testing H2, H3
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