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Abstract This study analyzed the changes in explanatory power of the modified Jones model(1995) for
estimating the amount of accruals for Korean Stock Market listed companies from 1990 to 2019. We
hypothesized that if the properties of financial variables used in the existing model change over time
or change in discretionary ratios, the model's explanatory power will change. As the result of regression
models, I found that the explanatory power of the modified Jones model(1995) gradually declined over
time. The results may be derived from the increase in accruals itself and the changes in the distribution
of variables contained in the model. The results of this research's chronological approach are expected

to give important implications to both academic researchers and accounting information users.

Key Words : accruals, discretionary accruals, earnings management, time series analysis, modified Jones
model(1995)
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Table 1. Changing financial properties

Dep Terml Term2 Term3

1) 2,493 2,493 2,493 2,493

2) (0.04) 0.00 0.10 0.28

1990s 3) 0.09 0.00 0.18 0.15

4) 0.13 1.96 1.32 0.78

5) 3.67 6.72 7.88 3.50

1) 2,889 2,889 2,889 2,889

2) (0.03) 0.00 0.09 0.26

2000s 3) 0.08 0.00 0.20 0.15

4) (0.07) 2.85 1.33 0.86

5) 4.46 14.76 7.72 3.49

1) 4,977 4,977 4,977 4,977

2) (0.03) 0.00 0.06 0.24

2010s 3) 0.07 0.00 0.20 0.14

4) 0.07 3.56 1.72 0.88

5) 5.66 25.78 9.09 3.89

1. Dep = total accruals, Terml=1/Asset—1,
Term2= (ARev—AAr)/Asset—1, Term3=PPE//Asset—1
2. 1) number of samples, 2) Mean, 3) Standard deviation,
4) Skewness, 5) Kurtosis
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ARt = 3;D00+B:D10+et 21(2) Table 3. Correlation
Dep Terml Term2
ARt = (1) AR1EA 3749 A AGR o 0.0183 1
rm
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0.09 0.00
B AT EAo] AL ARE 199097 20194 Terms ’“‘02215*“ ’“fiil “‘z‘)fj
A]-o] oﬂ ﬂ ﬂ}i(Korean Steok Market)oﬂ N—X]—E] 7]C§ 1. All the variables are explained in Tablel
%o]l:]— o] = oﬂ/ﬂ TRE 7}3] Ex] /\—1 o ;g].ig]_ ] _CH 2.7, "™, "™ indicate statistical significance at the 10%, 5% and 1%
’ e levels, respectively
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& VPRIt Dep® W8l AHGH WG5S 712 57 .
- o a1 e o Table 4. Results of regression by years
wre Tlee] HAATEN FAR S5 ekl gtk
Co—efficient Co—efficient t—value
. . Constant 0.014 0.09
Table 2. Descriptive Statistics
B1 303,816" 1.85
Variables Dep Terml Term2 Term3 B2 0.005 0.89
Mean (0.0301) | 0.0000 | 0.0796 | 0.2585 Bs —0.108™ 1371
Median (0.0298) | 0.0000 0.0491 0.2367 Industry Controlled
Std.Div 0.0776 0.0000 0.1928 0.1467 R—square 10.20%
Min (0.2779) 0.0000 (0.4347) 0.0245 N of Sample 10,331(665 firms)
Max 0.2179 0.0000 0.9465 0.7508 1. All the variables are explained in Tablel
1. All the variables are explained in Tablel 2.0, indicate statistical significance at the 10%, 5% and 1%
levels, respectively
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Table 5. Results of regression by years

Co—efficient Co—efficient t—value
Constant 0.204™ 8.48
B -0.061" —1.97
B2 —0.100™" —2.94
Adj.R—square 19.00%

1990 dummy > 2000

dummy (P—value: 0.085)

1990 dummy > 2010 dummy(P—value: 0.007)

2000 dummy > 2010 dummy(P—value: 0.256)

1. All the variables are explained in Tablel

2.7, ", 7" indicate statistical significance at the 10%, 5% and 1%

levels, respectively
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Table 6. Results of regression by years

(1995)9] e o
Ken

o—efficient 1990—1999 2000—2009 2010—-2019
45,437 1,023,213™ 325,701
. (0.23) (2.60) (0.87)
-0.077" 0.003 0.010
. (=5.70) (0.30) (152)
-0.119™" -0.120™" —0.083"
& (=6.91) (-8.15) (-8.47)
Industry Controlled
Year Controlled
R—square 21.08% 14.18% 12.66%
1. Number in the parenthesis is t—value
2.7, 7, ™ indicate statistical significance at the 10%, 5% and 1% levels,
respectively

4.3 F7}

S|
A

A

Kothari et al.(2005)2 44 Jones®2.&(1995)% ©]
|3to] AT BANE ST 5 o) & AFA A7t
FrAREE AlE71E] A& A AU 2ol ROAE F7f= v
AE 2(3)9] RS AASATHISZL. o5 o] & F3
Fo] ol e AAH oloxAS FASHAT

TAit = Bil/Ait—1+B,(AREVit —AAR;t)/At—1
+B,PPE t/Ait—1 +BROA;t +et 2(3)

a2} o] RS Hxo| Jones(1991) 23 9] ololr]
o2l 53 vl ST} T o] S o] 2

y 2
e
Sid
i
2
2
%
N
rr
&2
32

N _ﬂ, r
H
v
)

Mr f 30

M 2 N

Table 72 2(3)& 3|72 g =444 A dis)
7 B8 Axtolrt. 2000801 S YeEhE ] W

D00} 201091 Y= tv] §i4<1 D10 741

} 5% Gl Al BAX SR frofeh &) 3k vEhIaL

Atk o] Axt FA] AEE 4 Jones(1995) K €]
v

Amo] 2 Alolehs ATl |2tg e oljgt,
Sk Sold Ae Aweo] eale F7halrh Aold.
e}

1= o}uki ROA®] 2R}l 9121k olole] w42}

), 5, SEwdeh AYwS Aolo] EAlahs v)AA

Table 7. Results of regression by years

Co—efficient Co—efficient t—value
Constant 0.224™ 10.49
B 0.060™ 1.97
B2 0.069™ 2.28
Adj.R—square 12.49%

1990 dummy < 2000 dummy(P—value: 0.059)

1990 dummy < 2010 dummy(P—value: 0.031)

2000 dummy < 2010 dummy(P—value: 0.759)

1. All the variables are explained in Tablel
2.7, ™, ™" indicate statistical significance at the 10%, 5% and 1%
levels, respectively
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Table 8. Results of regression by years

Co—efficient 1990—1999 2000—2009 2010—2019
—237,623 992,154 724,473
o (~1.08) (2.83) (2.08)
-0.103™" —0.037"" —0.0300""
. (=7.10) (~3.64) (—4.39)
-0.119™" —0.104™" —0.084™
. (=6.70) (=6.20) (-8.44)
0.274™ 0.468"™" 0.49™
o (4.63) (12.98) (18.69)
Industry Controlled
Year Controlled
R—square 23.22% 27.26% 30.31%
1. Number in the parenthesis is t—value
2.7, ", ™ indicate statistical significance at the 10%, 5% and 1%
levels, respectively
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