CHAPTER 4

RESULTS AND ANALYSES

This chapter describes the results of the statistical
analyses of the data. It contains two parts. The first part
concerns the tests of information content and the second part is

the tests of the theories. In ,y//the results can provide the

analyses of wheth : acsou hanges have information

reveals that ther
cross-sectional reg foi , p‘! ther conducted to find
out additional varia dssocisted with the interesting theories

mentioned in ch

4.1 Part 1: The Bsts of Information Contexm

ﬂummmwmm

TABLE ‘4.1 provides the sunary st.at.1st1cs used 1n the three
o) o B L S e
groups. overall change methods, retroactive method, and cumulative
e}'fect method. The control group includes 191 firms with no-change
in accounting. This control group is used in all three tests in

conjunction with the changed groups which contain 87, 49 and 31

firms, respectively.
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TABLE 4.1
Summary Statistics in One-way ANOVA

Test 1. Overall Test 2. Retroactive Test 3. Cumulative

Nethods Nethod Effect Method
222 firms
CAR :=-
- Mean -.005
Standard diviati .035

Normality Chi®(2)29 o‘on* 18929C0. 0000 7%

ANOVA :=-
s J‘dddi Fi 1 \
F , &Q}f{ﬂ RN TS 8.894
R
Signif. of F OpS s .k 60 : - 003%*
4.1.1 The test

the lnforn,ﬁn : ;T?Tﬁ ﬁw E“fjeﬁ Jﬁith sumnarizing

n data one or more variables, and it provides

e QIR NPT TNV B
1nclud§kg the coefficients of an economitric model.

Kleinbaum and Kupper (1978) defined :

A descriptive statistics may be defined to be any single

numerical measure computed from a set of data, which is designed
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to describe a particular aspect or characteristic of the data set.
The most common types of descriptive statistics are measures of

central tendency and variability (or dispersion).

Doornik j provide PcGive 8.0 (a

functions of de ive anal; e test statistic is
normality  Chi ich . deri od from the details
illustrated in

each test is normally

normality (normality {ETOO]), the 1% chi®

critical value with two degrees  of freedom is 9.22 (from

stmsmﬂ uﬁl ’}Wrﬂnﬁ Wal AL e normarses

AW NI
whlchq is ess han %) conclu e dependent

variable CAR in Test 1 has normality qualification. The results
of the remaining tests are essentially the same as the result of

Test 1. The CARs in the three tests follow the normality assumpion.
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4.1.2 One-way ANOVA results and analyses

The main analysis problem in fixed-effects one-way ANOVA
concerns the question of whether or not the population means are

equal. For each test, there !are/two means (denoted as Rys Mp)5

The nul) hypothesi. 1 populalion means is tested
using an F-test. !ah l?atistic has the F

distribution. Thus; or a give «, H, would be rejected and

B gmmmmm Tt iGN
M990 INNNINYA Y

k=number of group,

n=number of observations).

The ANOVA results of the three tests in TABLE 4.1 giving
F and significant F statistics indicate that for a given «=.01,

H, of Test 3 is rejected where H, of others cannot be rejected.
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According to the results, there is mean differences of

CARs  between the accounting change group applying the
cunulative effect method and the no-change groups. In conclusion,

the cumulative effect method following the mandated accounting .

change has information cantent

procedures  can 4 ative ‘%E sidered in a regresssion
-analysis setting; be: "50 f:'~:'ng appropriate dummy
variables in a r Y05 I’  _\ 2,: NOVA F tests are then
fornulated in terms of hgpothe f;ﬁ; ing the coefficients of

dummy variable

the three testggjusing the same data as tin above one-way ANOVA

tests. TAFT u ﬂ ]'g)ﬂﬂw 3%8 01 ﬂdjhree regression

analyses. THe additional Duﬁpln-Watson statistic has roved to be

o @ P11 e IR m&}ma Gxdsts anong

the CARs.

Supol Durongwatana, Statistic _Analysis _: _Regression

Analysis, 1°° Edition, Chulalongkorn University Press, 1994.
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TABLE 4.2
Simple Regression Model with Dummy Variable
TEST 1 Overall Methods

CARJ = -.002009 - .006881%DJj + eJj

SE (.0022 ,’ .00416)

CARJ f -.002009 - .0 17¥DJ + eJ

ﬂ%ﬂ?%&ﬂ‘i%&ﬂﬂ‘i
AR mnw UATANYA ]

R" = .03886 SE = .03494
CAR Residual

Normality Chi” Durbin-Watsom DF ___SS NS . Sig F

T-1 29400 [0.0000] 2.02 276 .27813 .00101 2.80837 .0949
T-2 200.53C0.0000] 1.96 238 .01346 .00006 .09362 .7599

T-3 18925 (0.0000] £-13 220 .26853 .00122 8.83371 .0032%*
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The null hypothesis for-each test is given by :

The nu ! ‘ 5 ‘Test. e cunulative effect

\ 937, Sig-F = .0032).

The conclusion of _ 1 :_( .' \ s that of the one_way
ANOVA; that is the ‘tu t i __ feo . et he of accounting change

has information content.
e

4.2 Part 2 =

g ‘a W

This ﬂr“ﬂ %lﬂrﬁlﬂ%%ﬁﬁ] ﬂﬁart 1 given the
condition thﬂ if the mandated account.ag change hag jinformation
conteﬂq mgraeg ﬂ§ m%mgam aﬁtﬂs of the
interesting theories would be the next process. The results from
Part 1 reveal that the cumulative effect method of accounting
change h#s‘ information content. The tests of the interesting
theories illustrated in TABLE 2.3 will be analyzed using a cross

-sectional regression model.
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4.2.1 The full model and the test model

Equation (3.5) denotes the full model of a cross

-sectional multiple regression:

or

CARJ'7 j v BITAS] + p4BETAJ +

) \ \ 01J + B8INDO2J +
D05) + p1ZINDOGJ +
;iéj + p16IND10J +
;&*'isj + B20IND14J +

27IND21J + B28IND22J +

ND17J + p24IND18J +

/ + B3ZIND2BJ +

+ eJ (4.1)

~ fs s

umny varlable = change, = no-change.

AR AT V1216

TASJ = total assets (size);

BETAJ = systematic risk (beta);

INCEFJ = income effect per share;
CUMEFJ = cumulative effect per share;

INDNJ = industry type (N = 30-1 industries).
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The results from Part 1 indicate that the cumulative

effect adjustment method of accounting change has information
content. In effect, the full model would be reduced by omitting
the independent variable CUMEFJ because it is included in

the income effect (INCEFJ). The test model would be as follows:

CARJ = _& V% B3TASJ + B4BETAJ +

+ B8INDO2J +

B20IND14J +
B24IND18J +
g28IND22J +
+ #I0TND? B32IND26J +

8323IND27J + ej (4.2)

variables used ;3 the teste} 10@11 The observations

regression

2.4 iflmmﬁmﬁjﬁm : oy
AN m,..ﬁ e

variable CAR satisfies he normality assumption and
autocorrelation defections (Chi“(2)=18137 (0.00001 and Durbin

-¥Watson=1.905).
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TABLE 4.3

Summary Statistics-Variables in Regression lodel; 216 Firms

CARJ DJ DEJ TASJ BETAJ INCEFJ

Mean -.005 <348 264 17.535 m. .73 .07

Standard Diviation 74.952 m. .58 .85

Normality Chi®(2) 18137

N INDUSTRY

01.Agribusiness 17
02.Banking 14
02.Building & Furnis _T;—?';:_ f 14
04.Chenicals &-Plas 3
05. Connerce 4

Zi‘iii@ﬁh:mamﬂmm
ﬂW"I’ﬂ“ﬁﬂ“ﬁm"NW]’mE}’lﬁ d

09 .Energy

10.Entertainment & Recreation 1 1
11.Finance & Sécurities 1 26
12.Foods & Beverages 2 6
13.Health Care Services 0 5

14.Hotels & Travel Services 2 T
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; TABLE 4.3-continued

Sulliry Statistics-Variables in Regression Model; 216 Firms

216 Firms

INDr  INDUSTRY Dj =1 Dj=0

(Change) (No-change)

15.Household Goods‘ 0 3

16.Insurance S — 17
17.Jewelry & Or/" 3
18.Machiner 7 0
19.Mining 0
20.Packaging it
21.Phama. & Co 0
22.Printing & Pu 0 6
23. Profess;m 2
24. Propert ‘f‘ i
2-.Pu1p & Pa-! 1

w b 2139 zmw El’]ﬂ‘i #

27. Traﬁ!%ortatlon

amamm EJVI’TJVJEHQEI

29.Warehouse & Silo 0 4

30.0thers

lo
Jeo

TOTAL 31

ey
(=]
()]
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4.2.2 The best-fitting regression model problem

In general, in the case where there exists one dependent

variable (¥) and a set of k¥ independent variables (X, X, ...X),
West. (i.e. the most important)
@es and the corresponding

ribe the relationship

the problem is how to determ

subset of these &k

\

T—
best-fitting reg

. s :jfi:::::sgs
between Y an

an improved vers

ssion procedure is
the variables i sinli i~,a‘ 1 in the previous steps. A

become  superfluous ise T lationship with other

_———— .
variables now in the lodq$§71§ cheek on this possibility, at each

—-‘.I‘__-_f“{

step, a partial _test each variable’ present in the

model is made, Iﬂre:”{““ ; 1t£rere the most recent

variable entered, irrespective of its actual entry point into the

wwbbi. o,.cﬁhllﬂ,ﬁ NN TN AN F e wc
’ “ﬁ“W’W AaTg SN e

model is refitted with the remaining variables. The partial F’s
are then obtained and similarly examined, and so on. The whole

process continues until no more variables can be entered or

3
removed.

David G. Kleinbaum and Lawrence L. Kupper, Applied

Regression Analysis and Other Multivariate Methods, Duxbury Press,

1978, pp.23i-232.
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4.2.3 Multiple regression results-almost variables included

The SPSs Pc’

system is applied with the function of

Enter regression method which allows almost all variables to be

included in the model. The test model in equation 4.2 is analyzed

Mean Sig-T
CARJ -.005
Constant )2174 .201  .8413
DJ .14 . .00858 -3.039 .002TH*
DEJ 2.64 ; .431  .8672
TASj/ 17,535 162 .8717
BETAJ -.0038 .ooéal -.754  .4517
INCEF.J u EJ ﬁ qn ﬂ fw 5567 .5716
INDO1J a ﬂ Ezwip S.920 .3587
o R SO A Y
INDO3JY .08 .02346 -.470 .6391
INDO4S .02 .14 -.0080  .02887 -.103  .9182
INDOS/ .03 .18 .00800  .02615 .306  .7596
INDOGj .01 .10 -.0023  .03437 -.068  .9458
INDO7j .02 .15 .00141  .02749 .051  .9592
INDOBj .01 .12 .00268  .03127 .086  .9319
INDOS/ .00 .07 .01502  .04411 .341  .7339



TABLE 4.4 - continued

Multiple Regression Results - Almost Variables Included

Standard Coeffi-

Mean Diviation -cient S.E. Sig-T

IND10J .01 .10 .01278 .034867 .369 .7129

IND11y .12 .02558 ~ -.181 - .8721

IND12J .04 2547 -.039 .98891

"IND13J .02 -.169  .86862

IND14j .04 .073 .9420

IND15j .01 -.142  .8869
IND16J .08 -.342  .7330
IND17j .02 107 .9152
IND18j .00 818  .r082
IND19J .01 668 .5053
IND20J .05 -.174  .8618
IND21j .00 .158 L8747
IND22j .03 -.264 .7922
IND23j .01 .ooso .034¥ -.176  .8604
i ﬁumwamw gl
IND25j -.0306 .04326 .706 .4810
) 0 YT 0 A M1
IND275% .01 .10 .01180 .03459  .341 .7334
IND28J .02 .14 -.0048 .02861 -.167 .BB75
IND29J .02 .14 -.0075 .02860 -.260 .7948

R® = .09023 Multiple R = .30039 F = .52801

Adjusted R = -.08066 Standard Error = .03742 Sig-F = .9852
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To analyze the results in TABLE 4.4, the regression

nodel in equation (4.2) is not the basic thrust to explain as much
of the wvariation in the dependent variable (CAR) as possible by
explanatory variables included in the model. This problem may

presume upon the overfitting a model which includes unnecessary
variables. ’/‘

.

the model may b '{ f) irrelevant bias. The
specification error co itt ; the model which causes
the inefficient estimatio ';efflclents. As commented in
4.2.2, this is ) egsion model problems

can omit the 1rre1evant varlables. TABLE 4.5 is the Stepwise

regression ﬂ %EJ ’3 tile 8 ‘Hn‘j Hich |18 Tdediced to the two

explanatory variables; ode is conkrolled variable DJ and

~ AR 040 I0NBTI YIRS

Compared with the results in TABLE 4.4, almost all
variables enterred into the model caused the whole model to not
explain the variation of CAR by the variations of all variables.
The Stepwise regression method can provide, in this case, a better

fitting model than the overfitting model.
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TABLE 4.5

Hultiple Regression Model Results -Stepwise Method

CARJ = -.0005247=:019254DF - .01866¥INDOLS + e (4.3)

SE  (.00268

Adjusted R®= .05275

18137 .xgoooo:u s &

AU INSRINEINT

LY,
a
3 5SS ‘us Fin Sig F 0
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4.2.5 Testing the hypotheses

The following five null hypotheses introduced in
chapter 3. have to be tested accordingly to the test model, they

are:

.y ratio is not a factor

the accounting

ft£+ < -'J‘
Null Hypothuil PT
B ,____. ize is not a factér for manager to
Ve )

m procedures, or
_ - — nJ'

taP?-

ﬂUEl’J‘VlH‘VIiW&I’]ﬂ‘i
A oAl sy,

manager to choose the accounting procedure,

or

: B4 =0
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Null Hypothesis 2.4
H, : Accounting number does not influence the
investors in making investment decisions, or

: BS=0,

B35 =0

¢ e o :
Since the test medel is reduced by the result of the

stepwise regressic ), the variables

']

excluded in t.' = lk variations of the

dependent variable ::_n Then, all the null hypotheses except 2.5

s e G 94 8 B0 o - o

the indust.ry type is 1likely to affect the uses of changed
accoun iw ,J(aqn imiuln’] ’A nﬂﬂﬁ %bl method of

nandated accounting change from the cost to equity method.
4.2.6 Reclassified types of industry

The results of the cross-sectional test illustrated in

Table 4.5 are from thz mudel in which thirty industry types are
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classified according to the SET’s classification. To confirm
these results, the researcher reclassifies types of industry by
using the categories presented in the Monthly Economic Report for

7‘

July 1996 published by Bank of iland. Nine industry types are,

reclassified, with the NDO1) remaining as in the

_former test.

reclassification as

INDUSTRY ING CHANGE NO-CHANGE

§U. OTHER. PART-2
e
R o 17

ip 0 57
ﬂummmwa'm 4

1. Agribusiness Vo

2. Financial 1nst£ﬂutlons 76 62

4. cOnstruc€&%n 27T¢ 24

. i ﬂ?@ﬂﬂ‘im EJWL’J\ Wil’]ﬁ El

6. Serv1ces 44 13 4 28
7. Real estate 30 23 8 2 2 11
8. Industries 114 80 12 11 2 51
9. Others 3 3 : 0 0 0 3

TOTAL 358 278 49 31 i 185
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The tested model is changed by eliminating industry
types to nine categories. Stepwise regression method is then

applied to analyze the following model :

DO7J +

(5.1)

CARJ = -.00052/~ .3398Ds 37INDO1J + e (5.2)

SE

AULINENINENST
RITTIWNANINENAY

4;5. It confirms that only Agribusiness industry type involves in

the investors’ decision making.
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4.3 Limitations

The empirical research results of this study may confirm the

proposed hypotheses, but there are some limitations. The main

. problem is the small s . ,&/ack of mandated disclosure
~f irms which conpr@ éﬂ the target adopters,
causes the sample sizer . “Si-ally. In addition, the
more powerful r ifically, the pair
matching techniqg . n case. Instead, the
group matching is

a.t.ory in terms of the

reseach design.

AP
_",'_j“,-'f *

This st.udy‘y.n provide Oﬂs -an

0? regression model

rather than a* atory model only

requires a high F-statistic value for teSting all explanatory

variables ﬁ%ﬁj ’%ﬁlﬁ ‘nﬁ?ﬂﬂ ’qxﬂﬁio of explained

variance to ﬂﬁlhe unexplained yariance in_the dependept variable),
or &) Vi Bhall] b ldbds %) m,rm éxplanatory
varnbles, vhile a good predictive model must have a high R-
square value (R-square value is the ratio of explained variation
to the total variation in the dependent variable). The regress&on
model of this study has sonewhaﬁ low R-square value (R* = .08157).
However, for a majority of the accounting and finance studies that

deal with the test of hypotheses, such an explanatory model hac
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proved adequate.(For example, Hagerman, Zmijewski, and Shah, 1984,

R“=0.05; Leftwich, 1981, R® = 0.018; Holthausen, 1981, R°= .013)’

heories are widely conducted to

?us and compensation plans

 ——
which are based on & @n Thailand, such data

is wusually confide

Although the tests of the

investigate the effect na-’

fqy the outsiders. For

this reason, the s ories in this study

is limited.
4.4 Summary

The enpir{g:l tii§§§ﬁ~’ C hat the dated accounting

uity investment,

|
leecially the use of

the 'cululaﬁuﬁégﬁ oﬁﬂw%’ o] 7565 tho change. T

addition, aaﬁltlonal 1nvesga¢at10n 1s erformed to ind if some

ot |edstork Ghie [l dn o 2 mma ifion of the

1nvestors that may produce security price changes when using the

regulated by SET, has infornationrcontent,

accounting information. The tests of theories include the agency

i Wu, Tsing Tzai, An Examination of the Market Reaction of

the Adoption of SFAS No.52: A New-Information-de-Facto Approach,

Ph.D. Dissertation, City University of New York, 1988, pp.147-8.
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theory (debt contract), firm theory (political cost : firm size),
naive-investor theory (accounting numbers e.g. cumulative effect,

income effect), risk theory (beta), and industry types. The

multiple regression model pplied along with the stepwise

method. The eanpirical at no other factors are

-involved in the decisions except the

industry type.

ﬂ‘LJEJ’J‘VIUVI‘iWEI’]ﬂ‘i
QWWNT]‘EEUNW]’JWEJ’]GEI



	Chapter 4 Results and Analyses
	4.1 Part 1 : the Tests of Information Content

	4.2 Part 2 : Tests of the Theories

	4.3 Limitations
	4.4 Summary



