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Recent allegations of accounting fraud at Envon, followed by similar allegations
at many corporations, have raised a question of what explains the concentration of
these financial scandals. Rescarchers and practitioners have argued the scandals

(camings manipulation or carings management (EM)) can be avoided if corporations

can have higher incentives to engaging in corporate social responsibility (CSR). On the

contrary, some researchers have argued that CSR may aggravate the EM problem, since

CSR may exacerbate agency problems and thus insiders will engage in higher extent of

EM 1o mask their rent-seeking activities from outsiders

However, it hasn't been documented., and especially globally tested. that CSR

mitigate or exacerbate the extent of EM, since empirical research has generally focused

on the relationship between CSR and corporate financial performance. In addition, the
financial institutions (such as commercial banks), which will become the important driver
of CSR, are typically excluded on the research of EM. Therefore, this study investigates
whether CSR practices of commercial banks, across 35 countries and the sample period
between 1992 and 2002, have a positive or negative effect on the quality of their publicly
released financial information. Our results demonstrate that higher CSR can drive to

Tower extent of EM and higher informativeness of accounting earings,
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