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Abstract This study examines the direct impact of ESG ratings on investment efficiency among Korean firms from
2012 to 2022, as well as whether earnings management mediates the relationship between ESG performance and
investment efficiency. The key findings are as follows. Firstly, it was found that as ESG ratings increase, a firm's
investment efficiency significantly improves, indicating that ESG management has a positive impact on investment
efficiency. Secondly, as ESG ratings increase, earnings adjustment significantly decreases, suggesting that ESG
investment activities also have a positive impact on firms' earnings management. Thirdly, as earnings adjustment
decreases, investment efficiency significantly increases, indicating that earnings management significantly mediates the
relationship between ESG performance and investment efficiency. This study demonstrates that higher ESG ratings lead
to increased investment efficiency among firms, and earnings adjustmentment plays a significant mediating role in the
relationship between ESG performance and investment efficiency.
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Table 1. Descriptive Statistics

W 97 | Axg | Adg | ¥Eem
ESG 29145 1.0000 6.0000 1.0265
IE 0.1303 0.0000 3.8916 0.1679

EM 0.0431 0.0000 1.6997 0.0590

SIZE 3.8210 2.5649 4.8844 0.4435

LEV 04083 0.0006 1.1670 0.2080

ROA 0.0202 -1.0630 3.3636 0.1083

OCF 0.0444 -0.674 0.5028 0.0691

AGE 3.8210 2.5650 4.8442 0.4435

T2 AEAE
Table 2. Correlation Coefficient

ESG IE EM SIZE | LEV | ROA | OCH
E |
M —0.*0*1 0.05
SR o.i5 —0.1*0 -0.03
LEV Off —0;1*5 0‘0*5 o.*1:1
voa | 00| o T
OCF 017 -0.05 —0:11 015 —0;1:1 Off
AGE —0.(0(8 —0;22 —0.(14 —0‘0*4 -0.04 0.04 —0;:15
wc D P <0l x P <05

HEE 7o) A#-# A (correlation matrix)
JAAT2 Yepd Aol ESG 592 F
vl

[e}
2
(multicollinearity)©] %
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(panel regression analysis)<
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Table 3 Results for Hypothesis 1

g A4 t-value p-value
a, 0.3+ 7038 0000
ESG —0.010sx -3.526 0.000
SIZE -0.003= -1.787 0.074
LEV —0.119seex -10.724 0.000
ROA -0.011 0498 0.619
OCF —0.135xx -3.862 0.000
AGE —0.001 s -3.319 0.000
YEAR YES
IND YES
4P < 10, %% P < (B, #kx P < 01
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Table 4 Results for Hypothesis 2
WP A4 t-value p-value
ay 0123k 7.739 0.000
ESG -0.002x -1.839 0.066
SIZE =0.003s -5.164 0.000
LEV 0.03 7 9.719 0.000
ROA 0.160 20.537 0.000
OCF =0.079sese -6.537 0.000
AGE =0.001 s -4.314 0.000
YEAR YES
IND YES
#* 0P <10, %% 0 P < 05, #xx 1 P < 01
I 5 7t 39 H#E Znt
Table 5 Results for Hypothesis 3
W A4 t-value p-value
ay 0.306x 6.585 0.000
ESG —0.010sese -3.631 0.000
EM 0.161 5 4.164 0.000
SIZE -0.003 -1.501 0.134
LEV —0.1255x -11.184 0.000
ROA -0.037 -1.577 0.115
OCF =0.122ses -3493 0.000
AGE =0.000ss -3.081 0.000
YEAR YES
IND YES
# 0P <10, w0 P <05, w1 P < 01
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