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[Abstract]

With respect to the cause of asymmetric cost behavior, there are two streams of the literature. One
stream focused on effect of managerial expectation and the other explained using agency system. In this
study, we aim to investigate the determinants of asymmetric cost behavior in these streams. We first
examine the impact of managerial overconfidence and optimistic bias on asymmetric cost. We also
examine ownership ratio as a proxy of the quality of corporate governance effects on asymmetric cost.
The results are as follows. First, firms have the anti-sticky asymmetric cost behavior. Second, we find
that the firms with managerial optimistic bias mitigate the degree of asymmetric cost. This finding
implies that managerial optimism is a factor that alters asymmetric cost behavior. Third, the degree of
asymmetric cost is weaker in case of firms with higher manager’s ownership. This result provides an

important empirical evidence for understanding the role of corporate governance in cost behavior.

» Key words: Asymmetric cost behavior, Managerial expectation, Managerial optimistic bias, Agency,
Manager’s ownership, Corporate governance
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I. Introduction
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II. Prior Literature and Hypotheses

1. Asymmetric Cost Behavior
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2. Research Hypotheses

2 A7 vy 9rleee] ARecle A5
ool Aol W % 9 @9l £ 7] Eug RE 0
2j5luA} gk WA UA eolo 2t ojg) 2e0)50] o
& Agrtel A el S4g AEstn, e shie
o golo2H 7|99 AEj1x S AESY,

oro xgiolt H|THAIA QI7ISHER T WhlsH= Qiolo
2 7grle) 7oA ol £ w9, of
7} ole) oEgAgel ot 21t 7 z#& 2@
717 ¥ S5 71ARES SA]eHL
73%j730] Bk Z8Icks =2]ol}. Chen et al.(2013)2
B9APL vl uiEol] gt dhest %“J*é% = 7= 43
< sfRgo] ApER o Uehdg slsigicls] 2
A= Chen et al.(2013)9] HGLE v oz Ol o=
off tiet FGAr HA ol =Ul 7]1GolM = Bl
o Ylelg A%ste agloR xgatR|E PEstn
A offiet ol 7HdE At

r4n anT rlr
N
2

ﬁ_4
ol
=
j
2

(@771 1] AGAPE dmal 7ot vtk ¢
71geRol] QS vlAlct,

theo 2 iR A7 IeYEld] dd=
A gRlog Z|UAELES el KIHH%LEJ A=
718739t TAR AR 0l T2 Rl faolH, F
e AR F5 Ho] 2ejate ofs) st 2HAle}
T EAoks A7l ojulstch. wekA 719e] xElpEs) &
FHYLE o2l u]-go] ashs Anprt maHC)

3Rt T8 o] vigf 7199 ol Bl
g X%Eoﬂ l:ﬂo} 753]___!./\-10] lr_o} x}/\]J] Apﬂo] o]olx
sto] ufEo] HastHetz oo thgk= A=t 47}
TS 275 92 7Hsdol k. olE% dYAtet &
0] OsiUAPT LRISH] A= ARolM thell wAI7E
RS "ok qoz JAe] ofsiiAE LRIsh= dR

i)

oL gle]ol ZR)7} 7hadh 2 9lon], o|2iEt &5}
A AGR} x]2E]8-L tf2jol EA|o] Ysto] Ufe £Q3F
oSk A A Alo

A3 232 5 9lck. AL Y 7109 54

o] 25245 YA ofsiel 559 olsfe At I
S El3, mRtd JPAte Al BT £ ¥
Zojslele wkoz JAAAS WA "ot &, FY
£245 el ulgo] Yastoz ]

G Wl 95l Aes e, ol
of met & AT ofefet Zo] spazg Mt

Ezimlmﬁa.”r

(A7 2] YRR 8-2 Wtk A71efo]
2 oI,

of.
o2

III. Research Models

1. Variables Definition

Lin et al.(2005)= of2fo] tigh FgAe] A
7IHRE ABA] A7) At ol &N B AA|
2 AR o2 HYSITHI). £ AR = 9l
ol met Z3edte] jedalol ot ol eAZke
Alo] Umhzsolo] TSt ChA|2 ALRslAL Fint. AARL
7 A7) thsol F7RICH oSSk 2 o 7199 Al
A 2071 Z71ES 9Julsts Zlo]7] fhRolct. Blof A
Afo] ofef 400 chgt G ot skt Agatel
A7] tE o 5R]= ol 7Ite] AA ujEdwct 2 3t
2 7 Folm, BT Jl0pt etdel ojeke w2
AR tiEREnt AR kg 7P Zlojoth

oﬁ Jl)il oX, oX
08 oX & oX



162 Journal of The Korea Society of Computer and Information

POS = Z%xtel gsh ool st A7) A ol&A|
- 5| AR ojEoH (1)

2. Research Models
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IV. Results

1. Descriptive Statistics
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Table 1. Descriptive Statistics

Variables Mean Std. Min Max

Cost1 0.0145 0.1575 -1.9526 1.2920
Cost2 0.0106 0.1509 -1.5619 1.4698
Cost3 0.0140 0.1463 -1.6296 1.2145
Sales 0.0126 0.1526 -1.6106 1.2484
DEC 0.3755 0.4844 0 1
POS 0.6142 0.4869 0 1
OWE 0.1121 0.1633 0.0001 0.8442
Size 8.8772 0.6938 7.1177 11.4796
Lev 0.4692 0.1964 0.0423 0.9809
ASS 1.5056 1.6590 0.1885 38.1633
CFO 0.0454 0.0799 -0.9818 75.2981

1) Variable definitions are listed in the discussions of
model(2), (3).
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2. Hypotheses test results
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Table 2. Asymmetric Cost Behavior

Cost1 Cost2 Cost3
Estimate Estimate Estimate
(t-stat) (t-stat) (t-stat)
Intercept 0.00529 0.00166 0.00475
(5.06)*x*x* (0.62) (5.74)**=
0.94872 0.75199 0.89894
Sales
(98.65)**x (30.58)xxx (118.27)**x*
0.09614 0.01919 0.07131
Sales*DEC | (5 ) (0.55) (6.61)%xx
Adj.R? 0.9432 0.5947 0.9588
N 1,660 1,660 1,660
1) Variable definitions are listed in the discussions of
model(2).

2) »xx_**_ and * indicate the statistical significance at the
1%, 5%, and 10% level, respectively.
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et al.(2005)9] At o] FYAe] A7 thE 54|

Table 4. Manager’'s Ownership and Asymmetric

Cost Behavior

ol 97] AR ohsole AR Lo AHESISIh Costt Cost2 Cost3
Estimate Estimate Estimate
(t-stat) (t-stat) (t-stat)
Table 3. Managerial Optimistic Bias and Asymmetric Intercept ~0.0132 0.0858 -0.0025
Cost Behavior (-1.10) (2.70)%%x (-0.25)
Sales 0.9575 0.6953 0.8913
Cost1 Cost2 Cost3 (97 .47 )xxx (26.57)%xx (110.08)%xx*
Estimate Estimate Estimate Sales+DEC 0.1238 0.0864 0.1089
(t-stat) (t-stat) (t-stat) (8.38)x** (2.19)%= (8.94)%**
Intercept -0.0075 0.0640 -0.0039 Sales*DEC -0.1667 -0.0254 -0.1422
(-0.65) (2.07)*x* (-0.42) *OWE (-2.01)x= (-0.11) (-2.08)**
Sales 0.9478 0.7552 0.9005 Size 0.0014 -0.0915 0.0006
(101.42)**x (30.59)*** (122.19)%** (0.98) (-2.45)*x* (0.54)
Sales+DEC 0.1259 0.0471 0.1095 Lev 0.0001 -0.0008 -0.0025
(7.84)x*x (1.11) (8.65)x*x* (0.02) (-0.07) (-0.62)
Sales*DEC 0.0160 -0.0463 -0.0238 ASS 0.0055 0.0009 0.0039
*P0OS (0.99) (-1.08) (-1.87)*x (9.64)%** (0.63) (8.42) %+
Size 0.0006 -0.0063 0.0008 CFO -0.0360 -0.0668 -0.0524
(0.51) (-1.73)* (0.75) (-3.03)**x (-2.17)*= (-5.34)xxx
Lev 0.0021 -0.0087 -0.0021 Adj.R? 0.9479 0.5815 0.9586
(0.45) (-0.69) (-0.69) N 1,660 1,660 1,660
ASS 0.0058 0.0003 0.0040 1) Variable definitions are listed in the discussions of
(9.84)xxx (0.26) (8.61)xxx model(3).
CFO -0.0423 -0.0676 -0.0575 2) =xx *x and * indicate the statistical significance at
(=3.56)*** (=2.15)** (=6.15)%* the 1%, 5%, and 10% level, respectively.
Adj.R? 0.9470 0.5967 0.9618
N 1,660 1,660 1,660

1) Variable definitions are listed in the discussions of
model(2).

2) === ** and * indicate the statistical significance at
the 1%, 5%, and 10% level, respectively.
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V. Conclusions
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