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Abstract The purpose of this paper is to verify the cost behavior of non-listed companies in Mongolia from
2013 to 2018. And we investigate the relationship between cost behavior and earnings management.
Earnings management was measured using the Big-Bath and avoiding loss incentives. Big-Bath suspected
firms report a very large loss and avoiding loss suspected firms have a bite profit. The results of this
study are as follows. First, non-listed firms in Mongolia, operating costs(oc) and selling, general and
administrative(sga) costs show the cost stickiness. Second, cost stickiness was different depending on the
earnings management. The suspected avoiding loss firms have upward earnings management incentives,
operating costs and sga costs all present anti-cost stickiness. The suspected big bath firms strengthen the
cost stickiness of operating costs and sga costs. This study is meaningful in that it first analyzed the
relationship between earnings management and cost stickiness of non-listed firms in Mongolia using
empirical data. It will be meaningful in that it provides relevant information to those interested in research
and investment.
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Fig. 1. Mongolian corruption phenomenon
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Fig. 2. Mongolian corruption distribution by organization
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2 F9okA GAY Fo3 FHY = HEE Ao
2 gt em2= &4o] mf$ F F7bo] &3t o]
274 947|402 Big-Bath 5802 A} JFEE T
=4 gjAl7IE ok o]dxd g 7HE 4= 3l
t}. &, 4 9A7t Big-Bath &80 = 513k o]elxH
= ST & o] AAasi 24719 F g A
AE S8l 7hstt 97t A& £01A ¥ G719 &
Alste] BlAAS f32 FTt ()Y S UERd A
oft}.

AF7H2E AS0l= oldxAo] A7FgHE ol H|A|
= FF2 A+ 20004 IAAS 71719 HIRRI
(B1+B2+85)9] o & Tttt

[A+m2y 2-1]
Acostiy = Bo + Bilsalesi; + B.deci*Asales;, +
B3deci*Asales;fem1(em?2);, + Bideci*A
sales;*ast;, +  fAsdec*Asales; *cfst;, + Bedec;*
Asales; *debt;; + €,
o7]A, Acost;, © logtdz= 971E t-1
4 712 Y& )
Asales;; : logtd = &N t-1W% of
402 Y& 7
dec;, - A7] tjH] B7] miEHo] HAFo
A1, 28X %oy emly; t
Uz i7]9 0<ni<0.01 o™ 1, 2ZA god 0
em2;; . t9% i7]Y ni7l oY
10% &3k 1, 284 ¢gow 0
ast; : log(RH4/mi&H)
cfst: log(@FSE/MNEH)
debt;: log(FA/ZAH)

[@72Y 2-112 [A72F20] Whake] J%e
A4 4 Qs BANAY A FE sy, BREE
F(cfs), A S(deb) e ERHR ROl
(@729 312 5 714 o424 21 Ao 2
5 2L 1 o927 flo] Arbgee] v

e LA,

[A+2F 3]
Acosti; = Bo + Bi1/sales;; + Brdec;*Asales;; +
Bideci*Asales;*eml;; + Bsdeci*Asales;*em?2;;
+  Bsdeci*Asales;*asti: + Bsdec*Asales;*cfst;,
+  Brdeci*Asales; *debti: + €,
o7]1A, Acost;; : log(td= ¥7HE t-1

e 71 e 4D

Asales;; : logtd = &N t-1W% f
402 Y& 7

dec;, - A7] tjH] B7] mi&Ho] HAFo
w1, 23R ¢odo

eml;; td% i7]9 0<ni<0.01 o 1,
I ¢kod 0

em2;, : t9% 1719 ni7t 5} 10% 43}
W1, %A e 0

ast; © log(RHA/mi &)
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cfst;: log(@FSE/HE)
debt: log(FA/ZAH4D

3.4 BEMA

Lo

/719 ER . 571952 20139 24t
FE] o7& 07 E-BALANCE (e-balance.mof.gov.mn)
£ o]&5}o] ZAIFMINISTRY OF FINANCE)l| 4245
£ AlEgi & Aol ARt B= vPFE7 IS Al
¥ AEE MINISTRY OF FINANCES %=
E-BALANCE(e-balance.mof.gov.mn)olA] S&313c
(1) 2%, 23, SEYl &okA = 71

(2) WEH7tet wiEdo] 79 F<F 0 ofd 71

) AFAR 2527t 9= 7Y

@) W& WiEdE 2sH] 42 7Y

2 AfolA= et 22 olfE (1), 2, 3), DY

r

ZAL 9 7|9 BEOE AFF{L ()2 #E
o] TAE =ol7] Yol 23, SHANE S8V1EE A
oJgt Zolt}. (2= AFAFRAA £4% AE= 201349
BH 201997k WjiEdo] 0] 7|FEL SE5FES A
012 grtal ot AQJetrt. (33 B4 Aol AR
AE AEA7} 9= 7192 AQetat. @)= et
mf&He 2IoHA] R 7|9S tide = Aoto] 23

o HEAS AT £ ATINE olg} 2L 2AL B

ks F 2955719 719-9=e] B2 ARSI

Table 1. Descriptive statistics

4. NZEN 7Y

4.1 JIESAY

Table 12 & 97olA o] &3t 8 ¥F9 7|&F
Aot} B tfEH(sales)S 23,891,356.45H% 1
Z(MNT)ol L, gk 2,024,693,979AFI=(MNT),
4z 1,0808FEIE(MNT)CE Yeh mj&do] |
A7F 3A dergth dhul80d B FH
20,842,698 43AFIE(MNT), B+ Toj@e]d](sga)
£ 3,183,212.56H4F 15(MNT)°It}. WiEAolA 2}
Aok FABE HlE(oc/sales)?] BaFgtZ 145.9%°]
2, wofdele] BlE(sga/sales)d] B 67.1%°]
o T 629 izt Hage wat 34 verg
t} Ahn et al.[17]%} Anderson et al.[16]914] Hi&H
oju] ufj@E]u]o] vlgo] 20% oJuiql A vu S
o B2o] 7|4 BiEEo] Tt Hle-S A
Estal it

Table 29| Panel Ax AUxo] H|g|A wjE&Ho]
37k 159 W&o digh FAvEat g
H]9] vlg WstE vepd Aol o IF &ole
B2 F= 1117709 wiEHol| gk FhH89
Hlg WHal= 1077011, Woj@H|e] ulg WHIM=
09432 B%F ¥+ #E YErYct &, w&do]
371 o HFH oz wjEdof gt JAu]-gt o

Eule] vgol F7bt ofS 3L ¥ 4 Urh

Unit: thousand tugrug, N=2,955

Variables Means Std Dev Median Min Max

sales 23,891,356.45 97,493,5626.33 5,205,105.40 1.080.00 2,024,693,979.00
oc 20,842,698.43 75,365,384.36 4,734,762.50 9,161.80 1,402,937,666.00
sga 3,183,212.56 20,157,560.16 844,336.70 25.90 553,808,673.00
oc/sales 1.459 8.341 0.959 0.113 343.850
sga/sales 0.671 7.884 0.157 0.000 338.2563

ast 25.751 452.396 1.517 0.038 19,179.320
cfst 0.647 16.064 0.031 3.638 840.383
debt 0.517 0.475 0.447 0.000 9.826

ni 0.068 0.229 0.018 -3.559 3.291

where, sales: sales of firm /, year t oc: operating costs of firm /, year t sga: sellingz, general and administration costs of
n

firm / year t, ast: log(assets/sales), cfst: log(cash flow/sales), debt: log(debt/assets), ni:

et income/ assets)
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Table 2. Descriptive statistics of sub-sample

Panel A. Sales increase group N=1,117
Means Std Dev Median Min Max
(ocy/salesy)—(oci-1/salesi-1) 1.077 12.027 0.052 -5.294 333.663
(sgat/sales;)-(sgat-1/salesi-1) 0.943 11.255 0.053 -4.891 330.303
Panel B. Sales decrease group N=1,832
Means Std Dev Median Min Max
(oc/sales)-(oci-1/salest-1) -0.647 9.865 -0.014 -341.529 1.475
(sgai/sales;)~(sgar1/salesi-1) -0.561 9.246 -0.018 -336.739 1.616
Table 3. Descriptive statistics of earnings management group
Means Std Dev Median Min Max
Panel A. Loss avoiding group (em1), N=517
oci/salest 1.023 0.475 0.985 0.517 9.187
sgay/sales; 0.262 0.395 0.177 0.0004 5.440
ni 0.003 0.002 0.003 0.0001 0.009
Panel B. Big-Bath group (em2), N=296
ocy/sales; 3.479 20.217 1.265 0.185 343.850
sgay/salest 2515 19.940 0.361 0.001 338.2563
ni -0.203 0.318 -0.116 -3.559 -0.058

Table 29] Panel B AUE H|5] wj&o] T4

SHe 189 wzool] tfe JeiH 8t eheeuo)
H1g WBkE Ueia it s 18] Soke R

9] &= 1.832700 &l et FHHES HlE
H3k= -0.6470]aL, WojEe] 8|9 HE HIl= -0.561
2 BE 509 golth &, mEHo] st o ¥
#A 08 uiEHo] gt JYH-E wejH| BlE
o] B Zrashy wWiEHo| F71d uf Hoh v W3t
7t ASE & 5 ATk
Table 32 o]l2% 1154 7«84 %= Uehd A
o|t}. Table 39| Panel A= AA3]H 540 Z 0|9
< Ao g A6 St= emlol &5 71HEY
mjEHo] gt Y7ol g 15 &5k HE
= 51770019 mj&d et FYH|-89 B BlE2
102.3%°11, TrjiEu] o] He Hl&- 26.2%2 A
HEO tfst 7|&FAH Table 13} v & of W&
Holl et F A&t whjtein| 9] Blgo] Aol A
OF Uepith

Panel B ZAFR7} ]S 7 Big-Bath £ 9]
513F9] o]z Aol Q= A-Foltt. sigTtitol &5t
HE = 296710]1L, miE Ao A AR5k FURE
o] Wyt H|&2 347.9%0]|%, TujTE|e] HF vHlE&L
251.5%% AA| E2o| tiet 71&EAF Table 13} ¥

WIE o S o] it FPw]-&} drfAEH ]
T Hle2 BF 34 SR € 5 At

Table 4+= & @70 ARt
AE A ool o]gz2A
A3y 7hsAde YEle AF ol |
& AFAEAE Qe AeE HEREIL o9z
B em29hs RO &9 AAAAE B 18
BAASR S E(as) 2 F9] ATEA
e A

dte] &4e Yeidle o124 W em2e 1
S JUAATE FelstA R, A AR
TE(ast)oF FAHIE (debt) ot F(+)o] o
AE Yerdi i

_l

Table 4. Pearson correlation (N=2,955)

sales em1 em2 ast cfst debt
sales | 1 -0000 -0020 990" 0017  o0.032¢
em1 1 -oasz» 0143 o009 0010
em?2 1 0022 0017  o0.185%
ast 1 0252 ** 0003
cfst 1 -0.143%**
debt 1
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where, sales: sales of firm /, year t

em1: 1if 0 { ni  0.01 for firm i, year t, O otherwise

em?2: 1 if ni is in the lowest 10% for firm i, year t, O otherwise
ast: log(assets/sales)

cfst: log(cash flow/sales)

debt: log(debt/assets),

ni:(net income/ assets)

42 1875 MEEM A}
4.2.1 010 SRR 25 2
Table 5& A70YLE 48344 YIS

Pelulo] QS e o2 ATHIS
S B Fole. Table 59 BAZHE

Efd, &l 1% 57+ Al FPHS=

< 0.72% —7}0}

”JFUHJ—H'JH]L 0.31% S7FIA2H 1% froleE

A -
AH82>

5] A3i% 53

HeHls sy A Al

st uec]

o &o] 1%

4y 4

069%(0 726-0.035) #Astal, ey
=0 17%(0 317-0.142) 7-4sto] APATL3, 16-19]
o} Zro] shE AR A7 E UER It Table

AR =3t

Table 5. Cost behavior of unlisted companies in Mongolia

LS

B2 U719l Il o)
Hol @77H410]

oc sga
coefficient t-value coefficient t-value coefficient t-value coefficient t-value
Intercept 0.018" 223 0.048™ 2.89 0.048™ 3.04 0.141™ 443
Nsales(81) 0.726™ 69.02 0.725™ 68.94 0.317™ 16.77 0.315™ 15.72
Nsales*dec(8y) -0.035" -2.16 -0.044™ -2.56 -0.142" -4.51 -0.167™ -5.10
Asales*dec*ast -0.010%* -2.02 -0.036™ -3.60
Nsales*dec*cfst 0.005* 1.67 0.016™ 2.66
Nsales*dec*debt 0.005 1.01 0.016" 1.65
Adj.R? 0.7945 0.7945 0.1184 0.1233
Table 6. Effect of earnings management on cost behavior 1
Panel A. Loss avoiding group
oc sga
coefficient t-value coefficient t-value coefficient t-value coefficient t-value
Intercept 0.018™ 231 0.044™ 272 0.048™ 3.07 0.138™ 434
Nsales(B1) 0.725™ 70.49 0.725™ 70.43 0.316™ 5.83 0.315™ 15.78
Nsales*dec(B2) -0.099™ 5.81 -0.111™ -6.26 -0.201™ -6.07 -0.229™ -6.64
Nsales*dec*em1(5s) 0.243™ 11.36 0.246™ 11.49 0.226™ 5.43 0.227™ 5.47
Asales*dec*ast -0.013" -2.52 -0.038™ -3.84
Asales*dec*cfst 0.004 1.37 0.015" 2.51
Asales*dec*debt 0.004 0.83 0.015 157
Adj.R? 0.8031 0.8032 0.1212 0.1318
Panel B. Big-Bath group
oc sga
coefficient t-value coefficient t-value coefficient t-value coefficient t-value
Intercept 0.023™ 2.88 0.046™ 2.83 0.050™ 3.21 0.140™ 4.40
Nsales(81) 0.722™ 0.15 0.722™ 70.16 0.315™ 5.70 0.314™ 15.66
Nsales*dec(8y) 0.028" 1.65 0.019 1.12 -0.107™ 3.21 -0.134™ -3.91
Nsales*dec*em?2(8s) -0.255™ 11.31 -0.262™ -11.55 -0.140™ 3.20 -0.133™ -3.02
Asales*dec*ast -0.011" -2.18 -0.036™ -3.64
Asales*dec*cfst 0.004 1.48 0.016™ 2.61
Asales*dec*debt 0.001 0.24 0.014 1.44
Adj.R? 0.8030 0.8033 0.1212 0.1257
" and " indicate statistical significance at 1%, 5%, and 10% level, respectively
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Table 7. Effect of earnings management on cost behavior 2

oc sga
coefficient t-value coefficient t-value coefficient t-value coefficient t-value
Intercept 0.022™ 2.79 0.043"™ 2.71 0.049™ 3.15 0.137™ 4.33
ANsales(B1) 0.723™ 71.10 0.723" 71.02 0.316™ 15.79 0.314™ 15.75
ANsales*dec(B,) -0.035™ -1.91 -0.046™ -2.42 -0.178™ -4.87 -0.209™ -5.54
Nsales*dec*em1(82) 0.184™ 8.23 0.186™ 8.30 0.204™ 4,64 0.208™ 475
Nsales*dec*em?2(8s) -0.199™ -8.42 -0.198™ -8.39 -0.066" -1.64 -0.062 -1.34
Asales*dec*ast -0.013" -2.53 -0.038™ -3.84
Asales*dec*cfst 0.004 1.30 0.015™ 2.50
Asales*dec*debt 0.001 0.29 0.015 1.47
Adj.R? 0.8075 0.8078 0.1274 0.1320

” and " indicate statistical significance at 1%, 5%, and 10%

level, respectively

422 0|92 R HVIME #S 2t

Table 63} Table 72 A77Hd2E ASS 2942
4

ZAglu] 247 A4¥} Big-Bath 947199 971y

Uebd ZAojt}h Table 62 AFEH2E &t
2k2l0] 9l4H719¥} Big-Bath 947149 A7I3H
£ B33l Aotk Table 69 Panel A= AX}3]57}
AL 714, &, o]o] 09 7k 7t &%t
71959 Y7t E 4% Aatoltt. FJArT AR}
3 g AeiA o]dxrAFS AATTH 7HFEoH o]
olZ 77171 Slsl W7t AEE AAaAIAHK StEE
IAAS 52 T A FFE H+)Y w4
7Ha Zoltt. ot o] FAdu&} v 9] 3
A% B2 Z47F 0243, 022608 BE 1% o)z
oA EAXCE v Fositt. FASE EIAZ Y
NME FHuEe] B3 0.2460]1 THfH=M]e] g2
0.2472 AR LR e Fositt. o= AAR|HE fIsf
A A=A vlE 52 TN Raychowdhury[20]9]
et 22 Wge] Ao, Lee & Nam[2]9}t Zo] HY
A7} QAo g JoRtdE TAAAIA A0S STt
ANt 2TE A X7l

Table 69 Panel B& €40] tf-$- & Big-Bath &
A7199 d7HEE vehd Aot} Jdu-8a wh
A8 FPAS f52 42 -0.255, -0.140282 &
AROE |IT &(-) #2 UEITh BAWSE X
At BPoM = FAHEY IAAS B2 FAAL
2 1 §9gk-0.262019, ] H]9] SHA S B3
T BAHCE ulg {3t -0.13302 shAE Aol
BotEEs Aoq Uegth & AHX Zo] ujg A
Big-Bath7} YAl=E 7192 wiEdo] AATA| =

L1

P& R R E ASH0 R AR g
o &, #iEHo] 1% 7+ o FAHE-2 0.722%, T
& H= 0315%F 7Kk, WEHo] 1% 4T
o JHHEZ 0.467%(B1+B82+65),  TefEEH]=
0.068%(B1+82+83) TAAA wjEdo] F713t uf Hrt
A7HE WS AA FaAde & 5 Ao ol=e A
+ Kool3] A+ IAg

Table 7= AF2%3= 2-83sto] o]9jxAo] 94
22 A28 1) (em1)9} Big-Bath(em2)E SAlol 1
2oto] SRS ZAaot}. JAAS B2 HAE T
J471d(eml)o] A7IE el PR FFS HERE A
0|1, B AAS B4 Big-Bath 9471%U(em2)o] |7}
Pefo] vA= JFE Uetd Holth emlY FIF=
AT EY, JAn-& dhjEeR|9] g2 BE FAA
o= {3 F+)9 FZ 7HA sHAEA A A7t yH]
7} 43tElo] mjEdo] AT wf ASH0E YU7E &
2AZI. em29] PFE AT EH, FAH|-E Tl
gul9 g BT BAZOR {93 (1) g2 K
of sHEZ Al A7YEl7t Akt &, A9
AL EE o miEdo] AT o 802
P& TR R E FAaAA o] ST
FFY oldxAE FHyota, AL if- & e A
719] A9 NS S8l siEdo] AagA ST ¢
7 AUt A2A717] Hoks 7hett 97k 37100
A|&sto] AR EE Hrh gfjsh= Big-Bath 29
51| o]9jxAo] o]FoFE & 4= Stk

Table 63 Table 79 23& &9 A7 Hd27t A
A= lom, o]e]xAo] Qi 5= &9 BT
Kool3]a Zo] §ARE Ax7F Uiyttt ot o|gx
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H2 SIo) e 2SN Bo| B2o| 4% Hrt A
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AT AR Aol e AARIT
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gl Bt el AYATEe] HuRe
FHo2 Woel], &Yt Uu8, mRUvh
AFAE S shg7 R0l EASHA, P74
He FUAIE aQlo] ROlIXE ABH A A
FET ATEARS A FEsl] A4 A
A3 s ge RS HEste] 79e 59
A3 9l A B7o] Fotsh] W] g7Igol
AEAGOA AT W] WS

£ ATE A, ATEAT F shiel B2 ulg
9e dgos PR 45H0R AFsA
BT ARG MARIIQ 27 AA 7199
debeg st 9] el ArbelE B wa
47199 A9 BelH oEgS sekshe AL
oJul7} ict. A7, vhEele] FABAE W) ArHE
AN Blgo] tfdo] Z7IGE W WHE
7HAI71E Ble Bt Fot QJgulgt Bulelule] o
el SPAAA o2 Uehit, AURES
gio BHe AgATY At vl v 2t
L At AiEoR wrte shgARAge Fust
o9 Ik of ABFIE B AFE AT B
29| 4312 E4o] wigElo] o] g v Wt
£ 43208 Zolx) ol AL FHAY Tt =
Hulg9] FFo| 7] 2L ol

£4, £ A7lHE o zge
A7) 2ke] BAS LAt A9t 44 3
sjsteln Qhel ohEolo] 44T W Jelnue 52
HEsAt WiE 4340z FolEn wsh] o
Bl SPgAR el Whge gtk ojeh vz
HAFR7E W 7 Big-Bathe] $21& 71 AedRie
o] 24 1) Glo] 5 WHE AZdHE 4
Azt ST A7lo] ZGH AN
o 75t QJoiRele] HEe A7 WE A
FH02 FAAZIA ot Wit AR Bot
gtk o4y AR 719 A4 Big-Bath
R0 et AR st ekt 5 9k @
2, §29 WA A48 24714 vhado]
AT v Gulg BolHE A3H0 Pa

AlA 719 s 2ol ke o] AeFe] o]o27
ool UE skt o= Arellano &
Higgins[21]0] AIAgF AAE @717k o]els F7HA|
717] S8 G7HE 28 & At As HojF=
oo}, 45 3lHjsty] Qo) AFA HlE 5= &
t}= Roychowdhury[20], Koo[3]9] Z21}-E o]E3
2 AAok= R & 4 o} W we & =
HAE K ilsk= 7190 Big-Bath®] 7} o] g
v &3 dofjgejd] 2% spE A ARl ATFYE 7 7
stEo} Uetyth &, 434 WS & A7 & 1
AIH02 7t SoP|Ethe A7) B35 7HA
< 9o 7t FAE FAaSAE & 5 Sl
T2 MLEATOE SFEHOR A7HPH, o]
3 T oY A7 @5 A g, 34 JE
A7t AgtA ot} Egt AL Q=g
A3 Q7 AaAIAY S7HI7IE BRI QAL
2% APH0R gofshr|7t g4 gtk 2 A=
AR, A7 E S AYAE Ao e F
FAA o]z Tt AL AAFLEA 7| &
H7} £ohA] ol SNEHA s BE AolA A9
A9 I QAR S HHH R mofdithes A
A SHEHO R ARAC R FA% AAEE A=tk &
A, & AFoA AAct= HHES JHHoE &
BRE7E AR dA 719dolu o2 AA7Ide A%
S o Edi7} E & Slvks oA 9u)7t k& Zoloh
2 Ad7e A= 7 59 olFE vt 22 oA
A& 2L QlojA T Aof|A o]& 1lefste] T
a7} Qleh AA, o]lxA o= <ls] Y7te] s A
39 A&7t Aot AY dtEE AL &AL Y
UYE &0 FES GEsto] AJAL o]dRxAFS T
At A ARE ATt 1 AGAY o9
g U oot Bl APE 4 o FE AT
oA et AESE0 At o2, AFA T4
HZ o] &3t o] S vl FA5k= Zo] WY
oot 1 8re] A, 719 B0 o=t A 3R
A Qi o] Zpo|7F WA 4= Q17| iz ol &
sl Aol Y Aot &4, & ATe A= &
Aoj| Slo] 2013WHE 20199714 vlFE7|4E
o7 AFE YIS HZol F3toll 710l FAts
FAY A 7142 AYEHAL, S58= AT ZE
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bias)7t 4 4 Sth= TAHE 7HAL Utk AA,
=2 20139%H F2 ARAEE 9gFHCe=E
E-BALANCE (e-balance.mof.gov.mn)& Sl 2A|
Z(MINISTRY OF FINANCE)ol| Al&3t4 o1 of A3
AP E LA o] ZHAIRE AFFEo] S/E AL QA ot F
ALFAFTE 5 7HEH dF2 & & U oAt
95 FAISH] Etltt dlE 9, ARlF9 o
Folu HH9 Exﬂoﬂ e AR, A &, AN
Ql, Y=RIFAAA S, HFFAEE 5o Y7HEH
o] ¥ nA /\OE A=Y olet WAH ARE
dHA 02 S5k Aol oPrh. &7 A+

H 50| tFstA 7= o] et ARl gt
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