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Abstract - Although accounting is one of the core fields of corporate management, w studies have reported accounting phenomena
Involving shipping companies. In addition, although financial reporting is very important to shipping companies that use several financial
tools such as ship finance and financial lease, it is diflicult to identify studies investigating shipping companies’ financial reporting,
especially their earnings management. The purpose of this study is to analyze accrual earnings management behavior of shipping
companies. Companies with high debt ratios and net losses are known to have incentives for earnings management. Due to the nature
of the industry, shipping companies have a high debt ratio and ofien report net losses. Accordingly, shipping companies are expected
to engage In substantial earnings management. Based on the analysis of KOSPI companies listed on the Korea Exchange from 2001 to
2020, it was found that shipping companies are engaged Iin higher levels of earnings management than non—shipping companies.
Discretionary accrual was used as a proxy variable or earnings management. Discretionary accrual was measured using the modified
Jones model of Dechow et al. (1995) and the performance matched model of Kothari et al.(2005). In this study, significant results were
derived by comparatively analyzing the earnings management practices, which is one of the major accounting behaviors of shipping and
non-shipping companies. Stakeholders such as external auditors, investors, financial institutions, analysts, and government authorities
need to be aware of the earnings management behavior of listed shipping companies during their external audit, financial analysis, and
supervision. Finally, listed shipping companies must conduct stricter accounting based on accounting principles.

Key words - shipping companies, earnings management, discretionary accruals, leverage, avoidance of losses
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Table 1 Descriptive statistics(N=10,913)
Varibles | Mean Std. Min Median | Max

DA -0.0006 | 0.0748 | —0.2334 | -0.0005 | 0.2336

DACC | -0.0045 | 0.0616 | —-0.1869 | -0.0054 | 0.1866

SHIP 0.0075 | 0.0864 | 0.0000 | 0.0000 | 1.0000

SIZE | 19.7665 | 1.5057 | 16.6874 | 19.5189 | 23.9762

LEV 04257 | 0.2046 | 0.0356 | 0.4297 | 0.9299

CFO 0.0530 | 0.0870 | -0.2279 | 0.0476 | 0.3492

ROA 0.0298 | 0.0849 | -0.2984 | 0.0308 | 0.2704

GW 0.0474 | 0.2356 | -0.6241 | 0.0334 | 1.1093

LOSS | 02202 | 04144 | 0.0000 | 0.0000 | 1.0000

BIG4 0.6563 | 0.4750 | 0.0000 | 1.0000 | 1.0000
Note : The definitions of variables are as in Equation (1).
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Table 2 Correlation matrix
Ol | |@® | 6|6 |0 ©)
0.827
0.008 | 0.017
® .
-0.007|-0.058| 0.085
*0 105] 0.068 | 0.126 | 0.128
® —O 434|-0.664| 0.012 | 0.194 [-0.130
@ 0.425 1 0.017 [-0.026| 0.172 |-0.283| 0.508
0.080 | 0.075 [-0.008| 0.016 | 0.032 | 0.116 | 0.216
© -0.285/-0.008| 0.028 |-0.137| 0.267 |-0.344|-0.680|-0.186
-0.029|-0.062|-0.009| 0.400 | 0.038 | 0.134 | 0.121 | 0.013 |-0.107
Note : @=DA, @=DACC, @=SHIP, ®=SIZE, &=LEV,
®©=CFO, W=ROA, ®=GW, ©=LOSS, (0=BIG4. *, ", and ™

indicate significance at p < 0.10, p < 0.05, and p < 0.01,
respectively, with two tailed probability levels for variables.
The definitions of variables are as in Equation (1).
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Table 3 T-test

Mean of DA(or DACC) DA DACC

SHIP=0 -0.0007 -0.0046

SHIP=1 0.0060 0.0079

Differences 0.0067 0.0125™

sk

Note : ™ indicate significance at p < 0.05 with two tailed

A
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probability levels for variables. The definitions of variables
are as in Equation (1).
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Table 4 Pooled regression analysis for hypothesis testing

DA(or DACC), = B, + 8,SHIP, + 3,SIZE, + 3, LEV, + 3, CFO,
+ 8, ROA, + 8,GW, + 3,LOSS, + 8,BIG4, + SIND + X YD+,
Panel A: Dependent | Panel B: Dependent
Varibles variable=DA variable=DACC
Coeffs. t-value Coeffs. t-value
Intercept | 0.0194 3.50™ -0.0088 -1.54
SHIP 0.0304 6.74™ 0.0211 4.56™
SIZE 0.0011 3.84™ 0.0019 6.68™
LEV 0.0104 5.32" 0.0238 11.90*
CFO -0.7787 | -165.74** | -0.6696 | -138.88*
ROA 0.7916 127.95™ 0.3543 55.80"
GwW -0.0001 -0.05 0.0213 13.61*
LOSS -0.0020 -1.75° -0.0014 -1.21
BIG4 -0.0032 -3.92" -0.0016 -1.93
IND Included
YD Included
F-value 857.78 463.40
Adj. F° 0.772 0.646
Obs. 10,913

Note : ¥, ™, and ™ indicate significance at p < 0.10, p <
0.05, and p < 0.01, respectively, with two tailed probability
levels for variables. The definitions of variables are as in
Equation (1).
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