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Abstract

The purpose of this paper is to examine the relationship between corporate social responsibility activities
and earnings management. The Korea Corporate Governance Service evaluates corporate social responsibility
activities and announces evaluation grades annually. These evaluation grades show the degree of ethical
management of companies, and verify whether companies that have been well-evaluated perform genuine
ethical management.

Corporate social responsibility activities act as a positive image for external stakeholders such as
investors and consumers, thereby contributing to the improvement of the competitiveness of enterprises. For
this purpose, a company invests in social responsibility activities regardless of ethics, or invests in social
responsibility activities to hide a manager’s earnings management or for low punishment after the exposure
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of earnings management. Therefore, social responsibility activities, which represent the external ethics of the
company, and earnings management, which represents the internal ethics of the company, are judged to be
related to each other.

For the degree of earnings management, both accrual earnings management and real earnings
management were verified. According to the results of the analysis, the higher the ESG rating, the higher
the general degree of accrual earnings management and real earnings management.

This paper is significant in that it examines the relationship between corporate social responsibility
activities and earnings management, which can reflect a manager's ethical consciousness in the modern
enterprise environment where the demand for corporate social responsibility is expanding. In addition, this
paper implies something about the usefulness of the ESG rating announced by the Korea Corporate
Governance Service.
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[Table 1] Descriptive Statistics

e gz EZHA EES, 595 Hchzt
ESG 0.159 0.366 0 0 1
E 0.334 0.472 0 0 1
S 0.176 0.381 0 0 1
G 0.172 0.378 0 0 1
EM -0.006 0.059 -0.159 -0.007 0.156
EM2 0.000 0.060 -0.157 -0.002 0.164
EMB -0.038 0.026 -0.093 -0.039 0.017
MTB 1.961 2.387 0.122 1.115 11.563
SIZE 19.937 1.409 17.499 19.678 23.894
CFO 0.046 0.065 -0.120 0.045 0.208
LOSS 0.200 0.400 0.000 0.000 1.000
LEV 0.440 0.179 0.102 0.443 0.826
GW 0.060 0.229 -0.391 0.038 0.762
BIG 0.731 0.443 0 1 1
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[Table 2] Correlations among the Variables

Variables| 5, G EM\, EM, EM3, MIB SIZE, CFO, LOSS, LEV, GW, BIG,
ESG, 10.503%+0.787%+0,638*%0.005 0030  0.059***0.015  0.626**%0.071% 0005  0.124%* -0,034*% 0.243%*
E, 0.386**0204%5£0,012 0043 0.126*-0.018 0462**0.083** 0,010  0.049%* 0026  0.151%*
s, 0.509%%%0,009 0028 0030 0027 0.597*%0.080%** 0,015  0.100%** 0,027  0.240%**
A 0016  0.046** 0.015  0.080%*0.533*=%0.071%** -0.030  0.081*** 0.006  0.227%*
EMI, 0.964%%0,047% 0,030 0.034* -0.564%¥% 0.264%¥% 0,079%** 0,088*** 0,023
EMR, -0.035% 0.044%% 0,078%%%-0,502%%% 0.305%*% 0,077+#* 0,197+ 0,002
EMB, 0019 0.059%%%0.113%% 0,040%% -0,075%%* -0,037** -0,049%*
MTB, -0.044%* 02555+ -0,182%% 0.5924%% 0,012 0.050**
SIZE, 0.054%%% -0,057%%% 0,188%** 0,022 0.377%**
CFO, -0.335%5% 10259555 0 070+ 0,094+
LOSS, 0.309%%% -0201%5% 0,082%+*
LEV, 0.069%* 0012
aw, 0.007
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[Table 3] The Effect of Earnings Management on ESG
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