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Abstract

Purpose - This study investigates the effects of earnings management, related party transactions
between chaebol affiliates on earnings management and ESG score on their profitability using return
on assets (ROA).

Design/Methodology/Approach - We use data including ESG (Environmental, Social, and Corporate
Governance) score of the Korea Corporate Governance Service(KCGS), and financial data of 10,145
firm-year observations from the Total Solution 2000 (TS 2000) and Korea Companies-Information
Service (KOKOInfo), and apply the finite lagged models to investigate the long-term effects of
related party transactions between chaebol affiliates of earnings management on ESG scores and
corporate performance. Furthermore, to take into consideration the simultancous mutual effects on
each other of main variables, we introduce finite distributed lags of five years.

Findings - First, ESG-rated firms have a higher total asset return than non-ESG-rated firms.
Second, chaebol firms have a higher profitability than non-chaebol firms. Third, profit
management of related party transactions between affiliates within a chaebol has a positive
effect on the short-term profitability and a negative effect on the long-term profitability. Fourth,
chaebol ESG firms have a lower impact on profitability due to rating up (down) than
non-chaebol ESG firms.

Research Implications or Originality - Based on the above results, it can be concluded that firms used
related party transactions for earnings management, the effects of related party transactions change
over time, and chaebol firms manipulate earnings through related party transactions and ESG scores.
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1. A&

H2 7199 Ak8Z Al (CSR: Corporate Social Responsibility, ©]&F “CSR”e]2} dH)o] 7|42l
AA=2A] FQ8 o FAEQT vlszg dA A 71 sk $E e A AT L7 ol HA
2 B3F To] TS ZH Hel wel, o] BE EAE ITHog Hdsiu #AEE FHoem
ESG(Environmental, Social, and Corporate Governance, ©|3} “ESG"g} gt}) 7/Hdo] == gtk
(Durand et al,, 2019).

g 7] G A2 Y (KCGS, Korea Corporate Governance Service)- 2003@FE] 7]gde] =uj
Bkl gkom, 2011ER el U A o= ESG Ve S8l wid Aks]AQlat 847
2315 A&7ks A S HRlaL 9oy, e IR CA AFely 7ol = Tl #A
o] ESG &5 H713ta vk, FH2oll B2 7IgdEol A, AdEA 74 ¢ g, A 2 2 39
Z, FAAE 74 5o H5Ho= ESG 55 AvletaL, ESG RIAE FAsaL Qlt}, o3t 7|y
Q dAwstel A it FrE, 58718 52 71l g ESG HUHE Feke] tE A=A,
FA 9 ZE Ahe 7|Eo 2 AFIAY g3t DAl o=, A ], 2021),

AA 4= OECD(EANEEH7]F, Organization for Economic Cooperation and
Development)7} 3+ 71g4Aul+2 93], 1ISO (FAF=3}7]+, International Organization for
Standardization) 26000 5 =A| 713 A=W HACl wiet ESGE Hrkeka

AeHoR AF Ax, A4 T wet 7%, F4, t7] T vxe $Eed EA%ET ol
AElE AT A o B2 TS A7) Wi 71 ARol= Fas Wyt a7 =] $ioh(Surana
et al,, 2020). o3 AH3$4 Wsh= 7150 Bt feFo]a A& 71ed WAl s FYPe AHsl=
= 7 eska Juk(Bogers et al., 2020). Ao 2=, ESG 9lo] 7|je] A& & A Ao g wlHu
JtH(Durand et al,, 2019; Raimo et al,, 2020).

ESG 92 7199 &l gt -] Aksle] 77} wste Adeta & ¢ Qith, d53o2 7199
FH AL FHH0 R o|FS FEToZH HH LR A9} I AAS] 7| oEkE Aol HZ
A3 AR RG-S SAISE AldE a7l wet, B 79E0] 9F dARete] BAE AR3lA Y
A7AH 818 T3t #Ystele ESGE A I A9 ¢4 71, 38 AY =ska o).
HZ S22 ATAKIET, Korea Institute for Industrial Economics & Trade 2021)¢] 714 ESG
79 ol that A== H7k AAPE(2021) IFEIAM e 7199 ESG o] EE4E AT
2 AR 8L FARIE0] & (ROA: return on assets)o] EUFAL Baakgich, 2lelx BskaL, ofzfgt
7199 =8o] 7|49 A7 AFH A uxe JEF digh MPATEL WA gor, Juyntz
AdBA e AFHE AAEHA @k vk(Chang and Choi, 1988).

ESG 72 HT G7 =& G20 & A3 2 oAl & shto]th(Durand et al., 2019).
Aol A FAR AL e AT EAleF o] Fdel thate] sk Al QoAM= LFFR
S5 AR, ZHA G Toll ogt A13le} B T o olsj @At gk A S H o=
T8k FAAFGTHKIET, 2021), AEHoz We w7llA 7199 o] 7[Fafu 77 &F 52
wdete] ok, 2EARE, ShellA Y] A Jee I7F o] AR A 558 /1St FH
oJste] MAAR] 7Idez 4ol wel AAAges #A4S wofsitt,

19804 o]de] nx Aol o] AR} Inle] ARG wkol “§Hte] 7))z} =
AR FHo 2 FA 7]t AT ARl AIRE, 1990t o] % Zhg A 917] & AL AL
o BadH 3ABA Sl ek #Alo] B molAA HAvh A AGA 1 At F83 AL
A FJed ) o &g AujFFel oste] AujHo| gl T AAFF Aske] AujFF AR
oldH AL, AFAYY AFEF T2 Fdt] 5 AGAY Ate]l hE AR 8 Eol7 287}
7] wWlZeltt(Johnson et al. (2000). FApAbel gt WA H57} oksk Z7toAe Rty s
o2 AAB|AL 7+ EFA#(Related Party Transactions, ¢Fo]Z= “RPT'g} 3}aL, o]} “#A 34}
F AR BASIR SthE o] &3t S A47F Bri(Johnson et al., 2000).
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A71%le] F27 ololzgel A4
Ak 54, & el

Serel FASAL 2L A} A199e] AFA Aol v dFS

HE A9

ARA Aol vAE G e
J 7} of

ESG ﬁﬂﬂlﬁe vl AE7]4e] ESG H7HAEE W] nlsto]
D}. 1A, AR RS ARgate] A7l aASAL 7+ 7 2ot
= 3714 29= f\lx}tﬁe ZAekskgiet. ol wet & A7-Ad=
FHR ATEFHE AABkL Sl

014 3B
;& i J“

(

ESG AF7F 7199 AF-A %
AP ATES vud o,

7]

I
FalaL

atad

B ATE theat go| THEL A1 AR olo] A LM HPATE vina Al
N2 9 AR 2 2RE AR ANGNE ST SRS F A2 2ot
B Aeista, e s AVAINE 9T 28T AW D FF ATIFE BRI,

I, AT
L AE AR At 7197850 ED A Al 9%

SFAAA Adle 5HHA 714 2] ARl A AN g, AP AFdolA] JEFEHS PAL
T ' 7149 JAe WA BAskE ARE Eeith Sl e T2 gt APEARe Eske o7
H) A} 7Ee] AE XA Ul AREEY. B o]0 2 w840 A JMEde 553AA AL
Aut AlGollA & {4, Ak E e FAgelja] e AE A HEE FAAITIH, HE AR
Hu A7} dREE 7G-Sl &3 7ol 284 ALE H3 =EIE 2ol EoE] TFHe=R
1975 A&l A e, HFA, 2017),

20081d %%Hﬂ o1 AIYAEL SFHAA I AHE B3 Aot FHksE 7de] o 2ulE
S48k T ALO)S 23| HATHEHE E], 2021). dRbd o g A AGAES PR I FEEH
A R 7GRS AT, ol Ao AEEe] Hepr| =y FA9) £8&A 5 F
Siapol Uit Ao] AgolE Hrekn ArlAow ke BARS 4t SAol o) el Kol
AH7HFe F714 - AGS FHetL 2 kg A2 7S 9T F e 7S JPy
5£4< /AR Joh(James, 1999). AE71H 715 Al dis Ag fo] Jon 7| AEH
Hg7 e A7)HQ Bxd & 7IAE F7] wjiZol A7t FdETh(Stein, 1988),

Gordon, Henry and Palia(2004)= 2000358 200137HA] vl= 7|14 A GR2] E5AAA A
E 243k, AuiFxrt S SFAAA At Bon S5FRAA AWt BT E T E
SolRIehaL S5, A e, S5 Al B8 AR AR )seE e gL, 5
o} 3JAF Azl ke olaBAE dsAIZIThaL ST %W"ﬂ’ﬂb 7384, v el 4314d(2006)0]
A AGDA AFESE kel 3= AGAF b T ALS 3 517, EFdAA ARE F3t
AGAF 7+ 3R] A LS AU AulFF71 A+ v’ﬁ:r"a gt o] &g-dva s $HE,
AL, A34(2013)2 EFHAA A TRV AZFE AgAE] AHeE A7) Hl3) s B¢
ke Ao 2 vyt o]#st A di71y Z1gA Tl &3 71delA A FEA, di7|g Fetl
EETE SEFAAete] 2T & A= A Mt WA, AulTzrt A R FAAE
ZAIs7] ol BTk shgtt.

l

jﬁ»

2. o]jzAo] 714l vA= dF

clelzeel e thie] AU 259 /g oleldelol gael e ololuel 1A
olejgte] wl A7 olelghelolth, Ylrie] HYATE AR BN HAH olejo] 21

>t5 2

Zq1 %E‘r(]ones 1991; Kothari Leone and Wasley, 2005).
o] FYATEL o] Fuig BAolA dFstar gk, Kim, Lee and Hyun(2016)& A%
ANEE 7 ZA ] osto], YA Aoko] A g o] e AHHIE S FAoE AASAL
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T WF7 7 ool mXlE IS ATt 24 dd SRl Ad At Sl wet
A olfdelet AEH o]ddert BT SUKE Ao yehyith, wEba dAEAF 3 AP e 34
FEE =ola, A AR S wol7] ¥ =AE FHaloF Ikl Itk = Kim and
Woo(2008)2] A7+l w2 AASARE WA 57t soldrE AFH Adsde] S7keke Ao
2 ueisttt, =5, dASA I WRAHE B2 ZIYdME 2L Y olddert B EtE A=

2 ohHKim, Cheon and Lee, 2010). &} & 3t AFoAE A QAL 7F WAL 32A ol 13
Aehr]go] o} e AGAre] Foldo] gobA AL 7Y AT} stk el Bk ok (Park, Paik and
Chun, 2015).

STEAA A7 AT APGAH e vAe GdFE A5 A7EAE Jvh Kim(2011)2
SFAAAL A AF7t S71Rel uhet viEFoldE B FARIFAER S74% G o] S
gelstgdrh. Kim(2012)& E53AAF 7+ Aggdo] = A
Foizagoel SFaAR 3 Adaded s 784 HrHE

2

3. ESG S3°] 7|97l vx= 9%

ESG &S AWaty] 3 FFEe ol&c] EAste AAH ESG &9 &S sjXste Hd=
zkol7} Sltt. 58] ESG &-o] 7199 7Fx]9k 7193 d el ] A& Gkl gk dHE AEo] glrh. A,
B2 ATelx ESG &5 719487 Atolo] A ABdE 3] SEliA A dhe ATew
A o¥aeH(Griffin and Mahon, 1997; Roman Hayibor and Agle, 1999). Luo and Bhattacharya(2006)
© CSR &-&o] ol dAlAE W=EA7|a B714 e v 52 7gAHE ojojilte AS HojeEd
Surroca, Tribo and Waddock(2010)-& -3 zite] A4S 23 CSRF 71943} Alolo] A=A Q1 #A
7b A5g A F, 7ol A3 A 5 T u) FEALT] solvta, FREATe] 719
Aael] 7lofete Aoz vkt

R, AR ApeE ESG S5l 7ol F7h 8- HgAA JrkAl BAH) e vk
B3t o]#]dt ATELe FFo Ao 2HLS v 9o, ESG TFEe HE wAS 7hEt

AL ololg 7] oY) wiitel 79T A dFE mFvka Fgck Hillman and
Keim(2001)& F2 olsf&Aztete] dAlo digt Fxbe 71l YA A4S
FEro| AT $H4 T} Abs] ol BAleh= ESG &5 7197HA] AEE o]0 A A] ¢FErhal Bkt Brammer,
Brooks and Pavelin(2006)& 3= 7]¢j9] ESG &% 714947 7+e] #AE ZAWSIaL, ESG A57}
T2 V1Yol dldos e oS IAske Aol AL 7199 A1slA ARG o] FF UMAE
ok3lA 7T AMAS AE¢ITE. Duque-Grisales and Aguilera-Caracuel(2021)% 2H€l ofw g7} =7}
4 ESG Aol 719487 Atole] ()9 #AVE dS& Bastsict
3l=ro] CSRe|| 3l At od3] Hoax Eolo|t}, o & £0o] Choi Kwak and Choe(2010)&=
olsf#AA}; 7HE CSR A4-5 ARE3te] CSR &) 7|94/37 ol 544 d3Fs mxivte 218 gt
FHIollE A4, ZA%H $9](2021)F BloombergollXl 43t ESG 34 A4g 7o 2 dk2 7199
CSR¥} 719797 7ke] v|AY AAE EX48c, 2 A3, 7|49 337 719839 ()2 #A7}
AL, AT e G FAVE don, AE s olEd #ALE gltke A8 Wi
ek, o)L 1A (2013)e KCGSe ESG 57 H|oJE & 7|49ko.2 ESG AdThe] A% Hres 243}
1, CSR A3)<Fo] Tobin Q= Z44 7]‘§7}7<]9]r F(+)e BAE Y-S BT tE 2 7HA
ATFAME CSR} 71998 AA7EA Abolol FHA) o] &g WAL, FHE, 2011),
0]7491(2011)2 KRX SRI(A}3]7 2 E2} #|4=, Social Responsible Investment)oﬂ s Ex7}
Hlx|ak= Z]4=Q] KOSPI 2000)] tigk FAhRt} drt r3ivkal atqivt, AwA, vt 48(2014)2
7]%% A} FAE SRI &5 AFolE w23t lwtl, 419 7152 SRI &35S 7334 gerhal 3%
L, 7[el 71RFAARE AT E FETS B4 AbEA ) ghdgivhar stlon, Q7| R R Ayt
7(4"] SRI 7% 2 AlFAo 2= ARSI g Aujgtz 52 1glste] T4 JAMEAAS sithal sheltt.
et FEAEE 8ok Ve WRIE # s Bebslol sk, AR ESG ] BE3}

<
¥
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2 wgn Qlze) phol AFAok A, 719l CSR BEol AFHeE Folalol drka halnt,

2 Q7o olel AAATE vigom AN A e oo é@ A 2 AR B ool
2 ESG SF0] 7199 ATEH Ao nxE Jge BMIt Wt AT EHRE BA5] 95t
S olefRiElst o4 5 7o) EAETSE AENE TeldL, B, RS i
w31E AUFo T ESG HEL F 71de] 44754 Al vAE geass Adstad du.

m 7 7HE 2 8FEY 2
1L a7 7K

# AollM = ghxolA o] 719de] AkEA A F(CSR)o] 7FA] ¢l rX]= FaFe DHfz ASH 7MAE
AAsT}, g A= CSRo] 7|47kx] el 2l 2ol FAZ¢ AA 7} 9l 01—0—9— Ao+ (Han, Kim
and Yu, 2018). A}3], 37, 719 ATE ZAE N =AFTAIXE F8317] EH—EMI SRell &Jgk

1?3«] 7HA AL e T =S OlM HE gl ®rhEe BEFol ot addw Bskal, CSR
T3 7199 ESG §F 45 =0l 7199 AFH gl wA= A v dPdATEe] A=
?J_X]EIZ] %1 ¢lt}(Chang and Choi, 1988),

CSR &5 A 1] A AGAL Aol whe} 24 gebzick(Yoon, Lee and Byun, 2018). d¥H&o
2 F3elMe AEALD 7199l o]l o] ¢35k Ao delA ot Chang and Choi(1988)= A%
o] Eehdd wiEedl SH7199] Aefnlo] 7IGHT 1 AgEt o Eohal Bustglon, AEAL AE7]
o] o]elo] =gr|YdrT} WM =rhe= AL Z9elYth. o9} ##3Y Choi and Cowing(1999)-2
ABHG f A GAtel FelehA 2-ggoka 3}"33} olo] ulzt, AE7YG AEA F AHE kA
0l gA7 wvbsh olojhe] ZWelA frelstthn s, cheat go] sae ARY)

_&
iil

HL: A7 1] A7 thin] @7] FApkeologo] wt
HI-1: 712 v 7)) thn] 27] FAakkeolelEol wH

H2: A AlGAE ko] 7ol e o]z o] ©r] FAktEold
H2-1: A A|QA ko] Aefell whe olejzo] 7] FAIEolY

T8k, CSR &5 H|go| #9Ht} o Attn ‘gz}?’}‘:}tﬂ FIE °ﬂ
and Krausz, 1996), 9|3 ExAE-2 CSRol| )3k ¢r==#¢] ;g] } 711 E7}el whedshA|
o 71 ARPRES +8HE e o B ‘jﬁ‘j]% %0171 woll, Agxle] a7t =8%
CSR 71A] &4 w8 Ao BAZ¢] 9J&kS nxttn Agktdci(Yoon, Lee and Byun, 2018),
ESG 0] 7199 940l 384l 8<le] & 4 Ith( Schwart, 1968), ESG ol tidt F2p4}
oA CSR &5-& FHFAt gt FAl2tal B, ESG 5] A53tAt A= AZE 35 7ol
)A€t dgdet. 8, Barnea and Rubin(2010), Buchanan Cao and Chen(2018) S} Zo] CSR
G5E FYFAVME SHolA Eobd CSR &-50] A 57 o]l A9 ARt AH ol 7 o]
Evhal B, FoAe tiete] S(-)9] JFS Buststh. o|A, ESG 7 WEol 71 F9de
A& Fgd gt A= AFeit vh2n, ey S AT (KIET7 2021)¢] /19 ESG
7ggdol et AdA A A2 AAPE(2021) 0ghs B old =) 37192 ESG 3 A%
A A3 2rel st F(+H)e] BATE Y Barska gtk o]o weEt B AFtelA= KIETY 727
we} o3 2ol 7S AAg

H3: ESG %7b71e v] ESG H71714 ulb] ©7] Exjatseole]go] =t}
H3-1: ESG #7p7192 ®l ESG #7b719 vl 7] FAkeolegol #th
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H4: ESG #7153 9] 45
A

2 W7 TNl E o H(+)]
H4-1: ESG 971539 44 ]

?‘7
[¢]
471 FARIEol gl F(+)e 0353:'% kil

HS: ESG #7Psel alet
H5-1: ESG H715H9 3

HG6: ESG #7529 A @] FAREo|d & & (+)e d3ds v
HG6-1: ESG #7532 A= A7)

71950l ojrle] ATz e 53] Fababel ek ¥ AR o]ojd £ lomn, 4&7|¢d
ek A ZH7 e FAA ] 9% nA & Jok(Beltratti, 2005, Aras and Crowther, 2008) Aty o
WA B4 WMol AdAY B we o] R ojolg 7} EE razitis Aol
o]& BAlske= o] dadtH, ESG Tl FA4<l 016“’ 17 4 Ak (Choi and Cowing, 1999).

ol SHA A Al ALY AFRFTE ol AGAT T REARME Has st BlojH, o)&
RAdstE= A AlGAEY] ESG =g 7] rHAIY ARx A £ Q7] Wil ESG T5
AL 6L =838 9uE Adth(Yoon, Lee and Byun, 2018), &3k, 8714 AlGArlollA = ESG
S5 Mol 4 od3ts whe F e WHoE YRANE &8 Q7] wi v AHI|GRT
ol f2l3lth(Choi and Cowing, 1999). ool we}, tha¥} Zo] ATF7Md-& AA3),

A ESG 7192 ¥] A ESG 7|HET 55 o2 As FAREo|Y & Flxl= ()
oﬂé‘]:o] _fj_]:]-

H7-1: A1 ESG 7192 ¥] A ESG 7|QHT}t SFsEoR 3t FAikeo| g nxE &(-)9

JgFo] At

2. W5 4]

B Ao ALgE Fas weel el thewt gk ARl AR (Table 1)& Fs}y] ulg,

Table 1. List of Variables and Definitions

Variables Notations Definitions
ZA4t0lAE ROA (7| 20| (t)/ZRFAHE-1)]
A g Hlg DCAR [ZHE*—. LB/ ZA A1)
SSUARE e RPT_TransR SaEAR H2H(OHE+0HY+2U+H]-8)/BAHt-1)]
ESG B7t5= ESG_Score ESG ot s2
37t ESG &= ESG_Up [t-17|2f H|73r01 Z7t5ket ESGea
{2l ESG &= ESG_Same [t-17|9F H| 510 245 ESGS &
4 ESG 52 ESG_Down [t-17]2f H| 2510 t7]9) 210|7} gl G2l
ESG &5 E1“|ﬁ¢ ESG_D ST 7|0l ESG 55 7|HO[H 1, OfH 0
7| EojE e Chaebol_D i 7|1gol ZHE'E”I%.‘OI% 1, OtH® 0
Hz7|Y Eo| Mfg_D St 7|20] A ZUZ 7|Q0|H 1, OfLH 0
=l A 2g Fgn_Sh (2= ERFA 4t /Z1ZI$—*—J¢ t)]
FhFE 22e Largest_Sh [CHRZ1019] B.ORAIA(H)/Z3| A A(1)]
7|YA= Ln(Asset) [AFAFEAIQ] ZIHET 74
T HIE TangR [ Q&R ZRIAN
a3 DebtR ZHY/ZRPA
T BP0 40| TGS ol G7) Y A7) AR 27 OffHANY), (t-1)2, 7|U2 ORI E BASIHCH e, #AF BE 22

22oE IR
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3. A7eg
Fa3 APdEol g A4 thdzt A Soll 9FL vAE Aoz FAHT 5 . 719
TS 4% AR F 7P BHAR $AA AFE A9 E(ROA: Return on Assets) ]|,

[F7152012)(0/47] AAHEA(DISR SHE ROAE AFE4 F(DuPont ¥4)elA] 3342l A%
golre] £od, BFH L AVTEE T ol F, G945, 1989l B8
N§ 52 FFAOE wshe Amoln, Z199e] FPA (L, A L ARl Felshe 719
11574
H

AR FTAZE M HEA oI, ESG AHr 7199l vhEel 5 BN hEFolo] Aol
wajo] glx) gom, ESG A7 AT § #al olaulg, Asd Aol 9AF AnE, 4% AT
5 0994 A% 58 59 n99d 20e Tska gdold w4 SwAN ve Fo4 Aust
cha RAIt.

ShH Aoddel Qe = A7) 222 HA AR JFFS g Bk ofle, v # HEyERE
T ARFE T 93RS vEhEe) ddehs Ao] U AAA ot oldst AV|H BHE AES] Y8l

3 I A2 (Finite Distributed Lag Models)& =3+, 717 19 71 94
(ROA)LE o]JxH(DCA_R), #ASAF 7+ Ae¥]&(TransR) ¥ ESG S+ (ESG_Score)oll ]3] JF&
vhs Zlojw, AAR dA A= X33t Hu SazbA|e] A7] el o3 dFe e Fow g
oh olEfst JdFe] EAl oFE AA B AFelA AEee HolHE AR 1 FY] BRE oty

5 5
ROA;, = B, + E By ROA; i+ E ;4 DCAR,, + 2 B3 RPT TransR,, (1)

+ Eﬂlw ESG_Score; ; + Bos ESG_D, ; + By Mfg_D; , + B5; Chaebol _D,

+ 628ane7“,5h7ﬂt + BygLargest_Sh; , + ByoLn (Asset)l,t + 05, Debt R,
+ By Tang R, , +e¢, , +

ROA: FARRE09E. [B7]e0] 1)/ 7] Ak (t-1)]
DCAR;,_;» A=A A vlg, [(AFAE N (0/AFEA (1))

RPT _TransR;,_;: S587 Adjuls. [Bd S+l )+ +1]18)/2 5 A (-1)]
ESG_Score; ;+ ESG 7} Tw. [ESG H7} 57

ESG_D: ESG &5 vnis. BT 714de] ESG 71ddeld 1, ok 0]
Chaebol _D: AE719] cnld=r, [31E 719 AE7Igeld 1, o™ 0]
Manu_D: Az ©n, [AzPE 71919 1, ofJd 0]

Fgner_SH: 9153 A&, (&= T2 F0O)/FL BE3F T2 F]
Largest_SH: HWFF A&, [HAFF 72 F0/F9d BT 72 7))
Ln(Asset): 71975, 719Ae] Adzagh, [Ln(akgd, F94: ¢oh)]
Tang_R: F3At ng (8 g A0/ A A (0]

Debt_R: 5A401&, [FAFA(0)/AHEH ()]

w7198 A E

g, AW -1 24 o4

J&L
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5 5 5
ROA, = By+ 38, ,ROA,_;+D13: ;DCAR,, .+ B3, ,RPT TransR,, ; (2)
0 0 0

5 2
+ Y B ESG Score, ,+ DBy ESG (Same/ Up/ Down), , + B, ESG D,
0 0

+ ﬁngfg_DN + Bs Chaebol_Di’t +ﬁ31aner_Shiﬁ, +ﬁ32Largest_Sh“
+ 633Ln(Asset)7;‘t + B, Debt R, , + B TangR,;yt +u, A+ €t

ESG_Same; ,: 52 ESG 7Idtiv], [81% 7I1de] ESG 7]]de|H 1, o}y 0]
ESG_Up,,: %7} ESG 714jtiw]. (812 71de] ESG 71geld 1, ofd 0]
ESG_Down,,: 7t ESG 714dv]. [81% 719°] ESG 71| 1, ohJd 0]

AP AT A= o)) zA (Earnings Management)ol] thale] F2 F 71A] #h2S 2 83)e] gt} w4
Folo o3k AR BAYS FHs= WAI B SFAAR I A T HAA EF50ldE 285
"l o]t (Cupertino Martinez and da Costa Jr, 2015). A#@% @A A2 Dechow et al.(2002)of] 23
s % Jonese] RF(1995)& AT o]|zd ZAWHo] 71 o] ARg-Erh(Teoh Welch and
Wong, 1998; Premti, 2013), 9% dFEE Ho}& 93te] AFEENA %5 SYA(CA: Current
Accruals)& WA S798kH, f5 DAL HFF FE5ARte] HisllA] dYg fErAe] wiskE W 2o
2 Aojdr, 2 AFolxe 71 £98 kst Al S (DCA: Discretionary Current Accruals)
2 2] (3)el of3te] bz

A wAe] A e = (SPguEE + AT + e fEADe] WER

- (el + mIAEERJAA + 7TEE fFEA

DCA= A (Account_Receivables+ hwentory~+ Other_Current_Assets) —
A (Account_Payables+ Taxes_Payable+ Other_Current_Liabilities) (3)

v, AFEA

L a7

ke
r

2 AFoME 87474 9 (Environment Management)?] 34 $t+¢] ESG &5 AlFdor =43k
Bl 7| YAl 24 (KCGS: Korea Corporate Governance Service) 2] ESG 53 #&2} KIS-Valued}
TS(Total Solution) 200094 &3k, 2011dHE 20208714 7198 AEARE AMR3ch, =3
ZAA YL Y3 (KFTC: Korea Fair Trade Commission)7} 43} #elsts 713 s a2
At ALY F2ES dAFd wkgs o).

T E 7192 KRX(Korea Exchange)] KOSPI®} KOSDAQ®] &% 3xpat sttt (Table 2) ol
AE B AT AMEE 10145719 #SXE A 4 AT ofFol wEl e itk A
719 o3| (Outliers) A<} &4 dlo[El7} flojx] AlLjshddet. ot ATFATE dFshA| ke o3|
(Outliers)&= 22 A3}t
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Table 2. Distribution of Firms by Year and Chaebol and Non-Chaebol Firms

Year Total Firms (A) Chaebol Firms (B) Non-Chaebol Firms Proportion (B/A)
2011 785 91 11.6% 694
2012 830 94 11.3% 736
2013 882 90 10.2% 792
2014 946 102 10.8% 844
2015 1,004 104 10.4% 900
2016 1,087 117 10.8% 970
2017 1,127 121 10.7% 1,006
2018 1,148 121 10.5% 1,027
2019 1,152 134 11.6% 1,018
2020 1,184 145 12.2% 1,039
Total 10,145 1,119 11.0% 9,026

(Table 3)slA QA Fiol tisle] BSG H7} o] me} 5+ Askes Urx, dud 719 4
WS epd,

Table 3. Distribution of Firms by Year and ESG and Non-ESG Firms

Year Total Firms (A) ESG Firms (B) Non-ESG Firms Proportion (B/A)
2011 785 399 50.8% 386
2012 830 186 22.4% 644
2013 882 393 44.6% 489
2014 946 431 45.6% 515
2015 1,004 447 445% 557
2016 1,087 471 43.3% 616
2017 1,127 474 42.1% 653
2018 1,148 487 42.4% 661
2019 1,152 486 42.2% 666
2020 1,184 593 50.1% 591
Total 10,145 4,367 43.0% 5,778

2. 712EAF 24

(Table 4)olX= TR/l tiste] AMEE 7 Hol didk Bk, 915, g, Adig 59
NZ FAFE AT Jrk. F5UF A0 A E(ROA) Y] Hite oF 2.2%, FHFE 2.5%%
el A AeR ARSE A DAY ¥&(DCA_R), BAIZAF 7F AR ¥l&(RPT_TransR),
ESG 37153 (ESG_Score) 9] vt 247} oF 0.2% , 0.2% , 1.90]t}, &gk, Al 7]del that ojw]wse
(Chaebol_D)¢] w2 11.0%°]1L, Alz=7|Gell tigt gnpi(Mfg_D)e] Hi2 3.2%= Yepdtt, o
HASE A 7Gx SF F8 ] 7ol AAlskE viEE veRditt, autel B F o)l ARg
(Fgner_Sh)e] #He 8.1%, F4E 2.8%0Ith, AA=1 A2k (Ln(Asset)) o] Hat 26.10]t),
HFF AE&(Largest_Sh)& 13.6%, F-AH]-&(DebtR)& 37.7%, At ¥]&(TangR)2 27.8%=
et
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Table 4. Summary Statistics of Variables

Variable Observations Mean Median Std. Dev. Min Max
ROA 10,145 0.022 0.025 0.073 -0.300 0.299
DCA_R 10,145 0.002 0.002 0.068 -0.299 0.297
RPT_TransR 10,145 0.002 0.006 0.002 0.000 0.016
ESG Score 10,145 1.959 0.000 2.333 0.000 5.000
Chaebol_D 10,145 0.110 0.000 0.313 0.000 1.000
Mfg_D 10,145 0.032 0.000 0.175 0.000 1.000
Fgner_Sh 10,145 0.081 0.028 0.127 0.000 0.976
Largest_Sh 10,145 0.001 0.000 0.024 0.000 0.756
LnAsset 10,145 26111 25.862 1.327 22.968 33.068
DebtR 10,145 0.377 0.375 0.197 0.001 0.993
TangR 10,145 0.278 0.259 0.186 0.000 0.966

3. AT 24

H AT ARgE HgEgte gishe] dloj AJRAAF(Pearson)E Z74skaL (Table 5) o A4
o187 A eI ATt A9l tigt tirl(Chaebol_D)= FAHE0] I E(ROA) | i3l F-A
HoZ fogt )Y FHHAE 7HAH, AFE EAAY HE(DCA_R)L FAAE0] & (ROA) Hi3f
o 1% FFolA BAFeRZ Fodt F(+)e JAFAE Bk T BAFA 2 AEE
(RPT_TransR)¥} ESGSF(ESG Score)o] Ex}2H=0] & (ROA: Return on Assets)dl] thall A4 -9
o] yrERA] kg,

w3}, 9%l A2-&(Fgner_Sh)7 #Adz a2 2&E 22454 (Ln(Asset))= 7127t Exjatéo] o &
(ROA)OI T3] 1% Feollr] BAI R fofdt e (+)e] JadA7E EA18HH, FA&(DebtR)# F-82k
2F ¥ &(TangR)S FA =) A& (ROA) I Histe] 1% oA Folgt &) ZadA7 s &
F AUk

Table 5. Pearson Pair-wise Correlation Matrix

Variable (1 (2 )] (4) (5) (6) 7) 8) 9 (19 (n
(1) ROA 1.000
(2) Chaebol_D 0;2112 1.000
(3) DCAR 0.141 -0.007 1.0000

*kk

(4) RPT TransR 0.006 -0.0018 0.005 1.0000

0005 0.202 -0.002 -0.013 1.0000

(5) ESG—D kK *%

0016 -0055 0018 0009 -0.106 10000
) Faner S | 0195 0385 0008 -0015 0156 -0.029 1.0000
( ) gner_ kK k kK k *kk *kk

0012 0018 0009 0010 0046 0005 -0.003 1.0000

*,okk

*
0125 0745 0002 -0024 039 -0.062 0442 0.022 1.0000

kK% kK% *% * %k k%% *kk

-0.291 0.147 -0001 0007 0094 0037 -0099 0009 0.197 1.0000

*kk *kk *kk *kk *kk KKk

-0.042 0042 0002 0028 0070 0038 -0043 0.006 0075 0.258 1.0000

*kk *kk KoKk *kk *okk *kk *okk

(8) Largest_Sh
(9) Ln(Asset)
(10) DebtR

(11) TangR

Note: **x =** and * are statistically significant at the level of 1%, 5% and 10%, respectively.



A7 o]z, BASAL b Aot ESG Aol Bl miAe 9% 113

W 7 BAHOR Fodt 5o B dHRdAE vdsF44d(Multicollinearity) o] AU 4= kol
B2 EF(Simultaneity)7} &5 2vE 5= o). Akl tg3dd IS 8] BEAAS(VIF:
Variance Inflation Factor) A& s}, T3k M4 7he] A3 (Simultaneity) £3-5 A AsH7] $3)

0

#3212 28 ( Finite Distributed Lag Models)& £

Feict,

O

(Table 6) o= AE71Y ekt v AA7|FHSe] FoUFE ek Hol e vuiA 2=
AL k. & AgtellA] F Hd ko] Bsd 24 (Unequal Variances) 71g el whe} 53} Sict.
A FEUR FATEl A& ROA)S H] AL RS ET A7 5l eko] Fat 1.0%p ¥, 1%
FEAA frolatct.

aejar v A7t vlas) Ay kel FARkeel & (ROA) Hate 2H2) oF 1.0%p =,
ol 1% FEollA TAHSE FoJstrt. &g, ESG Tl (ESG Score)o] HatE M A7 olA
AE7IJRT} vhe FEoln, 1% FEddlA SAHeR fogh AL A1 F ot o=l A&
(Fgner_Sh)¥ 2212 AF&H Akl (Ln(Asset) & B A7 GolA AH7|GE JijHoz v
Ao yetskon, o] gk 1% ol SAHR fofd Aer veigtt, ey, AdFF AEs
(Largest_Sh), F31]&(DebtR)# FF AR} H]&(TangR)2 1] A-7|JollA] A-7|HHT JjH o=
st

Table 6. Group Mean Tests between Chaebol Firms and Non-Chaebol Firms

Variables Chaebol (A) Non-Chaebol Firms (B) Difference (B-A) t-statistic
ROA (t-0) 0.031 0.021 -0.010 ok -4.23
DCA_R 0.455 0.002 -0.453 -0.72
RPT_TransR 0.015 0.025 0.010 *k 1.85
ESG Score 3.294 1.793 1.501 kK 20.72
Mfg-D 0.471 0.673 0.202 *okk 13.52
Fgner_Sh 0.213 0.064 -0.149 ook -39.48
Largest_Sh 0.002 0.001 -0.001 ok -1.85
Ln(Asset) 28.920 25.763 -3.157 ok -110.00
DebtR 0.460 0.367 -0.093 ok -15.00
TangR 0.301 0.276 -0.025 kK -4.27

Note: #** *x and * are statistically significant at the level of 1%, 5% and 10% (one-side tests), respectively.

5. 39N
1) OlUZFaL BASIAL ZF 27t THE7|RQ| obdof| DIXl= ¥

£ HojA o]elz2AT BAFAL 2 AL FAMEol I E(ROA) W= FEFS AR 23] ZA
719S Ad7Y, ¥ AEry Jeo g Yol ngET} dds| A58 (FEM: Fixed Effects Panel
Regression)& o]-&3te] AFEAetaL, 2 AF}E (Table 7) olx] AABIL vk, BE A9 Jrts
3t gtaF3 R $5HAA (LM Test, Lagrange Multiplier Test) 7243} dh-¢-27 A% (Hausman test)o]
B SAHCR frofate], dwls| R4 (OLS: Ordinary Least Squares) B o] &3} dfd 3] AR 2
(REM: Random Effects Panel Regression)& 71Z1319ith, F AAS 2% 10 34§25, A3
T Fke]l 742 0.098, 0.298, 0.1028 ¥ E2 £ Fog A F Qv

A v AEr Y Jdos vluste] AmEW, AU grH(Chaebol_D)& FAMIEoE
(ROA) ti3te] 5% folFolla] BAHeZ fFofdt &(-) JFFe] Yelwtt, ol AdE7|d Fdtol
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dddez v A FJe gy 4] HrheE AL oulstal Qi)

AA 71979 A, 8] A7) G-E BF A7(1) FARREEOIEROA) ] sty 1% folFol
A BAIFOR Fofdt k(+)e] dgFo] el on, 27](t-2) o] o]Fe] FAitEo| B (ROA)S A=
1% o)A BAHSR fofst &) FFFo] ettt dF Ad7Y Hekel] lojA 27](t-2)
ol 9 47](t-4) o]Hel FAFatEo]E(ROA)O] BAIHLRE FoakA] ¢k 2(-)9] d&Fo] Yebydtt,

=3, A 719739 A, ¥ AT AT BT FAREIYE(ROA) O tiste] B7]1HE 57]
o] A(t-5)71A] o] A=A LAMDCA_R(t-)lo] BF FAZHLRE 1% oA F23 F(+)e JFE v]H|
= o2 Yeiyth Afdos AFd BAAS B8 olodeE Ve FUAE mole BHo, A,
vAE gk FRgle] &astttn A & Qo

A, A, B A7 GHT BT SRR B (ROA) ] tigte] B7|1HE 57] o] (t-5)7hA] 2] #A|
3|AF 2+ ARPT_TransR(t-)I7F A= 2dubd A3E AAISL ok, AE7S] b FAkeo| g
(ROA) thate] F71RE 57] o]A(t-5)7FA1 2] BAZAF 2+ ARPT_TransR(t-)17F AR k(+) 2]
AFS vAE Ao yehgor, v AT B2 &) JFE vHE AR Jehtt,
A 7195 Jojrs FARIEIAE(ROA) A Higte] ()] JTFS vXE Aoz Yelyth A%
o AEMA, 3, 47] o]H(t-3, t-4) BAZ|A}F I+ ARPT_TransR(t-3, t-4)17} FA4kE0] 9 E(ROA)
o thate] BAR o= SoJst 2(-)] PaFe, ] 57] o)A(-5) BAZAL 7+ A= vHE BA¥o=
et F(+)e] JTFE vRAE AR Yehsth o|XE v AH/Y FA BASAF 7F Ao dFol
tiste] 2 SAA FA Fol AA NGFHEY 547 AR Ao e

AAR ez AestAd, Ad719e Fod2 v A7 FAdRT e FFo ANk, A S AL
7F Adg B8k v AT Yge] FAE Wi A R AR YL FAEE Eolv Ao R e
ok A NgFSe HaHo g BAS 7 AE Bt 71 s 2
de 4 o

g, ESGEH(ESG Score)2 A o2 FAP:kEo| & (ROA) tidl k(+)2] J&S vR= Ao
2 vehgEtl, A7) Je(Chaebol_D)ollXE B715E 27] o] A(-2)7FA12] ESG w0 Aol
AJE(ROA) U3l AR Fofgh ok (+)e] JFS wR|= vk, v] A7 e (Chaebol_D)ol|A
37]15El 57] o]H(t-3 ~ t-5)2] ESG FHo| FAMFEol A& ROA) il BAH R fofst o (+)<]
JEFS A= A= YET

ANH o2 ESG F7°] 7Ide] Y0l F+)e FFE nHthE 71E9 By A7 AT e} dx
3, 7149l A4%E AR ) BAC om, 1 FHH 53t 43Iz A&stta & 5
A,

A tistels Az7Y oFMfg D), =<l A& (Fgner_Sh), HdlFF A&-&(Largest_Sh),
2 2PEEAl(Ln(Asset) 7t FAR 0] 1 E(ROA) O digte] 3714 FekrollA] BAIH o2 {23 3o
A F+)e] GFol dE Aoz Yelygr), tieh, v A- 7 Gel oA HulFF A E-&(Largest_Sh)7
A7) GellA 9] AatEA(Ln(Asset))= 1 FFo] BAH R FostA] g}, HAu]&(DebtR)2 5714
o2 §o8k S JFL plAA, G HE(TangR)-2 AAF T v QW7o E EAH R
frofgt 29 FES AR, AH7|FAE Fofgh oA F(+)e] FFFe] e Aoz veRrt,

2) O|9=T, A=A 2+ 2l & ESG S50 ME7|Ye 20 DXl I

(Table 8) oll= ESG S| FAPeol & (ROA) vRE F3Fe ZARH] 218 [A| 719E ESGY]
4, ¥l ESG71Y 7 A2 Yol IMAAH Hausman #Hg& Bt 2ga¥ H9d3ARNRY
(FEM: Fixed Effects Regression)S | &islal, ¥4 AAE #A|AekaL i}, F AR 25 1% #5004
frofat, dBAF ol 7 0.0995, 0.1083, 0.07812 F& &l 2oz vehgt,
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Table 7. The Effects of Earnings Management and RPTs of Chaebol Firms on ROA

Variables (1-1) All Firms (1-2) Chaebol Firms (1-3) Non-Chaebol Firms

(ROA) Coefficient t stat Coefficient t stat Coefficient t stat
Chaebol_D -0.009 * -1.47
ROA(t—1) 0.092 ™ 843 0.136 ™ 4.31 0.082 ™ 7.01
ROA(t—2) 0.078 ™ 7.20 0.014 047 | -0087 ™ -7.50
ROA(t—3) -0.089 ™ -8.52 0.047 * 157 | -0.093 ™ -8.39
ROA(t—4) -0.057 ™ 547 0.073 ™ 245 | -0057 ™ 5.14
ROA(t—5) 0.089 ™ 9.03 0.031 107 |  -0094 ™ -8.96
DCA_R 0.140 16.03 0071 ™ 2.80 0.146 ™ 15.65
DCA_R(t—1) 0.098 ™ 10.18 0.09%6 ™ 3,51 0.100 *** 9.73
DCA_R(t—2) 0064 6.36 0.087 *** 298 0064 6.01
DCA_R(t—3) 0.067 ™ 6.94 0083 2.82 0.067 *** 6.49
DCA_R(t—4) 0.047 ™ 508 0089 3.06 0.045 465
DCA_R(t—5) 0.050 6.03 0.411 0.02 0.054 ™ 6.15
RPT TransR 0.334 -0.10 20.502 125 | -0426 012
RPT TransR(t—1)| -0.758 023 3.934 0.26 -0.686 -0.20
RPT TransR(t—2)| -3.036 0.92 5.078 0.35 -3.094 0.91
RPT TransR(t—3)| 6133 ™ -1.87 30.660 ** 2.19 -7.266 ™ 214
RPT TransR(t—4)| 6872 222 13.278 1.00 7247 % 2.24
RPT TransR(t—5)| 9531 ™ 2.76 12.378 0.95 8979 ™ 248
ESG Score 0.002 ™ 2.59 0.002 ° 144 0.002 ™ 2.33
ESG Score(t—1) 0.001 1.19 0.001 * 1.30 0.001 0.89
ESG Score(t—2) 0.409 0.80 0.002 ™ 177 -0.655 -0.11
ESG Score(t—3) 0.001 ™ 174 -0.188 -0.19 0.001 ™ 1.70
ESG Score(t—4) 0.001 ™ 2.07 -0.001 072 0.001 ™ 2.04
ESG Score(t—5) 0.001 ™ 2.36 0416 047 0.001 ™ 2.19
Mfg_D 0.025 6.54 0.054 ™ 2.36 0.027 ™ 6.66
Fyner_Sh 0.037 4.06 0.030 ™ 1.97 0.036 ™ 340
Largest_Sh 0.040 ** 165 0.078 ** 2.04 0.029 1.01
Ln(Asset) 0.031 ™ 10.96 0.001 0.15 0.034 ™ 11.30
DebtR -0.168 ™ -22.08 -0.153 ™ 6.82 -0.169 ™ -20.79
TangR -0.027 ™ -3.02 0.041 ™ 1.76 -0.038 ™ -3.87
Constant 0700 ™ 965 0.058 025 | -0777 ™ -10.05
Observations 10,145 1,119 9,026

Within 0.1373 0.1594 0.1408
R? |Between 0.0981 0.3772 0.0836

Overall 0.0989 0.2980 0.1017
F test 45.89™ 5.85™ 43.42™
LM test 5.95™" 3.37™ 5.46™

Hausman test 2450.88 ™ 255.15 ™" 2198.82™"

VIF test 1.01~4.83 1.04~2.60 1.01~5.17

Notes: 1. Results of FEM (fixed effects models), best fit ones based on model selection tests such as Breusch
and Pagan Lagrange Multiplier tests (LM tests) for time effects and Hausman tests for firm effects,

are reported.

2.7, ™ and " are statistically significant at the level of 1%, 5% and 10% (one-side tests) respectively
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ESG714, ¥] ESG7|ge g FRate] Aurd ESG7|Y tr|¥H<=(ESG_D)E ZAH4+=0]2E(ROA)
o tigte] FAH o= {ol3A] e ()2 JFFo] Yehdtt, A Yni<r(Chaebol D)= A 7193
ol lojA FAPkEo]YE(ROA)O tIEte] 1% Fold<molr BAIFoR fofdt 2(-)2] d3Fo] Yelyt
ok A7 el AuiEoz v AUrIdT iy Ao Ytk ool Axfel dAgrta & 5
ek, ohgr, 283 Ao ESG HAZ QM 5% ool SAF R Fo3k 2(-)¢e] ool
Uehtar, 8] ESG Hrp7|gelM e w2 BAR o2 folahA] ek (+)e] o] yelydtt,

AA 719" e ESG 2 ¥] ESG 7|93 e 25 A71(-1) FAtzo]E&(ROA) | thshe] 1% F-9]<4
Fold BAHoR Fogt d(+)e] o] Yehg o, 27] o oF(t-2, 3, 4, 5)2] FAIEoldE
(ROA) 1% frold=tolld TAHR o8t 3()9] Fgo] Ueldtt, ol & Ho| ¢dttel Uy FAZ
FoAdut thE oy, tEiolsitt,

TS, AA| 7G-S T ESG 9 ¥] ESG 7| BT FAAE| I E(ROA) 4 tiste] B7|5E 57

oAW1 9] AFA HANDCARW o] BT BAHOZ 19 FEolA freld F(+)o) dakg m3
Aoz vehirh, o] =& Ao} MR A BAS EE olome 719 $eHe Folt

EXo2 ESG 9 H] ESG 7|9 BT Fgle] &gttt A 5 Qlrk b, ESG 9 H] ESG
719389 25 A0l E(ROA) N Hete] BY|RE 47] o]H(t-4)7hAY #ASAL 1F A
[RPT_TransR(t-)I7} A2 2dutel AoE AASt Qi)

ESG 7198 d2 A0 E(ROA) thdte] B7|RE 57] o] A(t-5)7kA1 o] #AIS|AF 1+ A
[RPT_TransR(t-) 7} BAH o2 o sk F(+)2 dFE nAE Aoz Vel on, ¥ ESG 7|d7d2
TR 47] o] A(t-4)71A] AR Fo3t () JFE vAE Ao YRyt

E3], B] ESG 7| E 238 57] o]A(t-5) = BAISAL 2+ ARPT TransR ()71 414
o2 Fot S+ FFS vAE A= veyt dAHez AFskAd, ESG 719 94
ESG Fote] o7} BAIH o2 zpol7} Gl ol AIeh, BAIBAL 1 AE Bshe] ESG ko] ¢
< Fol& AR ¥R H] ESG 7L YL ¥FE AR YElTh, JA 7gATe HdH e
AL 7 ANE S8l 7199 A4S 2HsA JE Aoz #HE & Qi)

g, ESGEH(ESG Score)2 A o2 FAPikEo| & (ROA) tidl] k(+)2] J&FS nR|= Ao
2 YehdEdl, ESG 7IGASESG_D)olAE BVl EA1F foAdol glont, 17] oA -1)RE 57]
o]A(t-5)71A2] ESG Fiol FAEolE(ROA) ts)] BAIHoR o3t (+)e] JFS nA&
A A 7GR elM = A7(-DFE 5717-A(-5)9] ESG SH¢] FARIEo| 1 E(ROA)C il B4
Ho g fFogt &(+)e] JAFQR7IE o4 ve)e vAE Ao Yehytt,

ANH o2 ESG T30l 7Idel Y0l F+)e] dFS nHthE 71E9] By AF-ATel U
31, 7149 AT AR ()9 Al o, 3A4H EUt AT 717 ALY B AT
UM AFAH/E AEAS Aol

A tistels Az7Y R Mg D), =<l A& (Fgner_Sh), HdlFF A&-&(Largest_Sh),
9 2aEA (Ln(Asset)) 7t FARE o] & (ROA) O tiste] 3714 Febwolla] BAIH R o3k F3ol
Al F(+)9] ol e A= el i, v ARG QlojA] HojF5 A& (Largest_Sh)
o] ogFo] ZAIH o FoatA] Gt BAH|E(DebtR)2 FAHOR Fo8t ()9 J&FS v|x|A|5,
AR vl&(TangR)2 HAHGH v] AE7|Golr e BAHLE FoatA] &2 5()9 & nAA
ok, A7 oM fFoldt oA ()] dFFo] e Aoz vEldth A= o Hol Arkel A3
A9k, 22k (Ln(Asset)) b F-821F Bl &(TangR) <] o] thar zfol7t s A2 HiEEo
Al(Ln(Asset))9} FEAF v &(TangR)7tE 1R 397} thaadd d4S B 4942 & & Qo

i ox rlo



A7 o]z, BB} b Aot ESG Aol Al miAe 9% 117

Table 8. The Effects of Chaebols’ Earnings Management, RPTs and ESG Grades on ROA

Variables (1-1) All Firms (1-2) ESG Firms (1-3) Non-ESG Firms
(ROA) Coefficient t stat Coefficient t stat Coefficient t stat
ESG D -0.008 0.94
Chaebol _D -0.009" -1.44 -0.011" -1.67 0.002 0.13
ROA(t—1) 0.092" 8.41 0.108™" 6.51 0.065™ 43
ROA(t—2) 0.078"™" 722 0.048"™ 292 -0.097™ 647
ROA(t—3) -0.089™ -8.52 0.071™ 466 | -0.099™ 6.82
ROA(t—4) -0.057" 547 -0.091™ 575 | -0.052™ -3.61
ROA(t—5) -0.089" 9.04 -0.095™ 6.51 -0.088™ 6.56
DCA_R 0.140" 15.99 0.081"" 6.20 0.175™ 14.35
DCA_R(t—1) 0.098"" 10.15 0.040™ 2.86 0.129 9.46
DCA_R(t—2) 0.064" 6.35 0.013 0.89 0.088™" 6.14
DCA_R(t—3) 0.067"* 6.94 0.031* 2.23 0.085™ 6.17
DCA_R(t—4) 0.047" 5.07 0.017" 1.29 0.063"" 4.89
DCA_R(t—5) 0.050"" 6.02 0.032™ 268 0.062"" 5.38
RPT TransR 0353 -0.10 21.52" 205 | -3173 -0.81
RPT TransR(t—1)| -0.749 0.23 20.20" 2.27 -4.081 -1.04
RPT TransR(t—2)| -3.024 0.92 18.41" 2.10 7125 -1.80
RPT TransR(t—3)| -6.111" -1.87 2468 2.98 -11.24™ -2.86
RPT TransR(t—4)| -6.892" 222 10.17" 1.30 -10.66" -2.80
RPT TransR(t—5)| 9521 2.76 9.159" 1.29 5.591* 1.29
ESG Score 0.408 0.21 0.001 0.72
ESG Score(t—1) 0.001" 1.30 0.326 0.63 -0.005 040
ESG Score(t—2) 0.377 0.73 0.001"" 2.39 -0.008 067
ESG Score(t—3) 0.001" 163 0.001""* 2,62 0.008 0.76
ESG Score(t—4) 0.001" 1.97 0.001"* 2.96 0.003 0.13
ESG Score(t—5) 0.001" 2.32 0.001"" 3.04 -0.015 068
Mfg_D 0.025™" 6.52 0.022" 2.57 0.026™ 5.44
Fyner_Sh 0.037"" 4.05 0.027"" 2.89 0.051"" 2.79
Largest_Sh 0.041" 1.65 0.046" 2.09 0.019 0.26
In(Asset) 0.031™ 11.00 0.040" 8.77 0.029™ 7.49
DebtR -0.168"" -22.08 -0.207" 1946 | -0.151™ 1338
TangR 0.027"" -3.03 -0.008 069 | 0047 365
Constant -0.704™" -9.69 -0.955™" -7.83 -0.644" -6.61
Observations 10,145 4,367 5,778
Within 0.1373 0.1788 0.1357
R? [Between 0.0983 0.1053 0.0521
Overall 0.0995 0.1083 0.0781
F test 44.44™ 26.37 43.42™
LM test 3.86™" 2.43™ 1677
Hausman test 2346.19™" TAT AT™ 4259.33™"
VIF test 1.01~4.84 1.02~3.55 1.00~9.43

Notes: 1. Results of FEM (fixed effects models), best fit ones based on model selection tests such as Breusch
and Pagan Lagrange Multiplier tests (LM tests) for time effects and Hausman tests for firm effects,

are reported.

2.7, ™ and " are statistically significant at the level of 1%, 5% and 10% (one-side tests) respectively
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(Table 9) o4 ESGHH WHEo] FApale=o]]E(ROA) mXe d&S B3t A4 719
ESG 55 24, 4<% 4 3= 5 A Jdo o] 3N Adg AAska ot 37 A7l wet
BT 1% FollA] froldk Frbg BolFm, JaAls ghol 2 0.0539, 0.2079, 010942 vebyict, wizkrt
A2 duks] AR (OLS) ¥ doja ad3s] AR =Y (REM) Al 1A &7} A d 3] AR R (FEM)&
A3} Tt

AR AHE AEH, A guiS(Chaebol D)9} ##ste] ESG 55 EH(ESG_Same) 7]
Hero Qloixe FARIEoldEd gt BAHez () FFo| UAW, ESG FH
(ESG_Down) 71g9dolME SAZcE dAZ F9%8 ()Y dFe| o, ESG 55 A=
(ESG_Up) 71QolIMe SAZcZ Foatx] &2 ak(+)e] o] tt.

A 2719 gneMfg D)E B (ESG_Same)#} 5 (ESG_Up) 7193 elA 242 5% 2 1% F<
oA FAHLR fogt F(+)e] PFo] Vel o, ESG F5 3t 719-H(ESG_Down) o4& L
ggFo] BAHCR FostA] gt

ESG 55 EH(ESG_Same) 7192 EF A7|(t-1) T4 EROA)C t3te] tix2 Z7]d
1% frelpeella SAFeR fo3t &(-)9] F&Fo| Yehd o, 17] o]A(t-1) FAMEo] & (ROA)
2 BAHeR fFostA &2 59 dFo] vttt 3 sk (ESG_Down) 7|golxE @7]e
il A71(t-1) FARE]YE(ROA)C] 1% FrolFFola BAIFoR {ogh (+)e] P&Fo] Yehta,
|F5E = dAZ &) d3e] vetdtt. ESG 55 45 (ESG_Up) 719X A7](t) FARkEel
oFo| B7] FYAd FAFCR {FostA & F(+)e] dFo] yERTE.

w3k A7) A 2 v]S{DCA_R(H)S ESG 55 BH(ESG_Same) 715l o= &4
2kEo] A E(ROA) O &l AAZHom ZEAHOR 1% ol Fogt &(+)2 F&FL v+ Aoew
vebth, 34 AEA 2P HADCA_R(t-3)], [DCA_R(t-4)] 2 [DCA_R(t-5)]2 ESG SF3te 71
(ESG_Down)ollx BAIFCZ {ogt (+)9] F&Fo] YeltA|T, 55 4% 7I9(ESG_Up)ollr= 2
gl AR Fof3tA| & oz YRyt

ESG 55 EW(ESG_Same) 7|l ojr= #AFAL 2+ A7t AlRF [RPT_TransR(t-1, 2, 3,
SIE FiL, AA BEAA A= FAZHLE Fofgt (+)e] 93-S mX]M, [RPT_TransR(t-4)1= A
2 fre|Ao] v Ayl Uehdt

v ESG 534345 JWESG_Up)2 BAHR FoatA] ek k(+)e] ko] YepAwt, 57
st HHESG_Down)ollAE 1 d&Fo] F(+H)olx 22 niHE dxdo] YeptAw, 1 Ave 37]
9} 37] o]H(t-3)9] 7I7boll= TAHLE Fogt F(+)e] FFro] UEit oLt o]9e] 7|7lellE TAAL
frofstAl & A3 eIt 283, ESGEF(ESG Score)o] £l 719 TH(ESG_Same) o4
271 2 57] o)A (1 ~ 57K FARIEo|AEROA) gl TAZHC R {23t ()2 JgFe] et
3, F7I(dE BAHeR fFostA] @2 ()9 JFe] et

O
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Table 9. The Effects of Chaebols’ Earnings Management, RPTs and ESG Grades on ROA

Variables (1-1) All Firms (1-2) ESG_Down Firms (1-3) ESG_Up Firms
(ROA) Coefficient t stat Coefficient t stat Coefficient t stat
ESG D -0.008 094
Chaebol_D -0.009" -1.44 0.136™ 364 | -0.005 -0.45
ROA(t—1) 0.002" 8.41 0.124 0.76 0.249" 6.05
ROA(t—2) -0.078" 7.22 0.088 0.51 0.056" -1.45
ROA(t—3) -0.089™ 852 0.127 0.75 0.031 0.87
ROA(t—4) -0.057" 547 0.039 028 | -0.036 -0.82
ROA(t—5) -0.089" 9.04 -0.154 1.04 | -0.099" -2.60
DCA_R 0.140"* 15.99 0.162" 1.42 0.120" 3.86
DCA_R(t—1) 0.098"" 10.15 0.070 049 | -0.019 059
DCA_R(t—2) 0.064"* 6.35 0.012 0.06 0.014 0.40
DCA_R(t—3) 0.067"* 6.94 0.377" 2.28 0.034 0.99
DCA_R(t—4) 0.047" 5.07 0.204" 151 -0.021 -0.65
DCA_R(t—5) 0.050"* 6.02 0.344™ 2,67 0.043" 1.32
RPT _TransR -0.353 0.10 78.564 045 | 23.308" 1.30
RPT TransR(t—1)| -0.749 0.23 98.738 024 | 10487 0.65
RPT TransR(t—2)| -3.024 -0.92 43.479 040 | 9136 0.31
RPT TransR(t—3)| -6.111" -1.87 19.412 020 | 23479° 1.42
RPT TransR(t—4)| -6.892" 222 52.148 054 | -2.931 -0.12
RPT TransR(t—5)| 9521™ 2.76 47.352 0.15 | -12.618 -0.73
ESG Score 0.408 0.21 0.022 119 | -0.001 027
ESG Score(t—1) 0.001" 1.30 -0.044 .12 | -0.001 -0.70
ESG Score(t—2) 0.377 0.73 0.012"* 241 0.001 0.90
ESG Score(t—3) 0.001" 1.63 -0.007" -1.87 0.004™ 2.04
ESG Score(t—4) 0.001™ 1.97 0.007 122 | -0.001 -0.40
ESG Score(t—5) 0.001"" 2.32 -0.010" 215 |  -0.004" -1.84
Mfq_D 0.025"* 6.52 0.022" 1.93 0.014 0.72
Fgner_Sh 0.037"* 4.05 -0.064 063 0.016 0.81
Largest_Sh 0.041" 1.65 -0.109 054 0.036 1.07
Ln(Asset) 0.031" 11.00 -0.056 -1.26 0.002 0.16
DebtR -0.168" -22.08 -0.256™ 293 | -0.095" -3.60
TangR -0.027™ -3.03 -0.200" -1.69 0.055™ 1.96
Constant -0.704" -9.69 1.699™ 1.37 -0.003 -0.01
Observations 10,145 164 1,165
Within 0.1373 0.8339 0.2273
R? [Between 0.0983 0.0761 0.1939
Overall 0.0995 0.1094 0.2076
F test 44.44™ 3.98"™ 497"
LM test 3.86™" 3.15™" 3.87™
Hausman test 2346.19™" 104.57""" 864.78™"
VIF test 1.01~4.84 1.15~3.77 1.02~9.82

Notes: 1. Results of FEM (fixed effects models), best fit ones based on model selection tests such as Breusch
and Pagan Lagrange Multiplier tests (LM tests) for time effects and Hausman tests for firm effects,

are reported.

2.™ ™ and " are statistically significant at the level of 1%, 5% and 10% (one-side tests), respectively.
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7199 AFA A= SFaAA 2 ARE T3l AW A F dFo] vhE &S 44 FAE F
glomz A AT AFS AAsI= 4,1_7601]}\-] 7Agzle] AFe] MPE 7FsAde] Ak wEhA] 7]Yge]
Al Qo] AFEE WAt o]ez2Ags FASTIE s, olest A AGAL 1k EFBAR
AE AR 7hsAde] A 53], B AFe 75*‘1? 714 Oﬂ:rlc'ﬂ/ﬂ Aul 29} A4 SHlA 7 T2
Aol oJFFee Mdals o 28-S BEQr) sho] AEe t17]4 Y (Conglomerate) © 2 #A| 3|4}
2 Al & G P1R7] w3 A L3 %Xﬂe Hhal it} olof AHT vAH Al DAL
7 AE B ALY BAFAL T A} vt A JEFEE skl

B 7= 237 9 (Environment Management) 2] 34 $=t1¢] CSR 52 AlFz o A3 3=

Z1FqA T2 49 g4 (Environmental), AF3](Social), A|¥]T-Z(Governance) ol 3t 5313+ =}
29} KIS-Values} TS 20009 719 ©+9] 2011ARE] 202087H4] A48 146270 714l thgk 10,1451
AEAE W HolE & o]&ste] APH ) Al 1ke] BAIZAL 7 Aol o]l 9 ESG Hrsw
2 Wabh 7|3kl vl oJgke ATtk BASAL 2 Adle] kol A% FAE W]
$5ke] 5 AZEY AJAFE T2 §-3hAIRF2 ] ( Finite Distributed Lag Models)& =3lgon, 1 AF+4
= o 2o

AR, ESG B717192 H] ESG H7H719 thv] ARkl go] =t

A, A7 v AEZIY e FAeol o] S

ARy, AE R ALGAE ko] BAZAL ZF ARe] o]fxA o] @] FAIEoldE A F(+)o] FFE
A, 7] FAdeel g F()e JFE v

A, A4 719892 A, v A7 fe 2 SARkeo] &l tiste] B7]FE 571 o] 7hA] 9
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TR Ed thete] F()e] FFE MAE= Aem YEH
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PR Wb, H) A7 e] ESG e 37] o) ZdRE S7I7AA] FAREol Bl frol’h )
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