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		Abstract

		This paper examines corporate carbon-offsetting, in which firms compensate for carbon emissions by financing carbon-reduction projects elsewhere. Analyzing offset purchase disclosures by Korean firms during the 2011-2019 period, we examine what drives companies to buy offsets and what effects offset consumption has had on environmental performance and corporate value. We find that foreign exposure, board independence, high environmental board expertise, and CSR-linked executive compensation are positively associated with offset consumption, suggesting increasing external and internal pressure on firms to act on climate change. In addition, firms that use carbon offsets tend to be emissionsintensive firms that face higher direct emissions costs. Meanwhile, offset buyers receive higher environmental ratings but they nevertheless increase emissions. Finally, offset consumption is negatively associated with corporate value, but this relationship is reversed for high-emissions firms, suggesting that investors view carbon-offsetting as value-enhancing investments for firms that are subject to high carbon risk, although in general they perceive it as a costly behavior. 
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