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ABSTRACT

This paper examines the empirical association between corporate social responsibility(CSR)
and the earnings persistence on medium-sized and large firms. Based on the argument that
CSR would play the role of reducing the agency cost producing by the separation of
ownership, this study hypothesized that corporate social responsibility would affect the
earnings persistence. This study examined, using a sample of medium-sized and large
firms, the effect of corporate social responsibility (CSR) on the earnings persistence. An
ESG(Environment, Social, Governance) index published by Korean Corporate Governance
Service (KCGS) was used as the measure of corporate social responsibility. The results of
this study find that the firms with high CSR exhibit positively the earnings persistence and
the large firms are higher than the medium-sized firms. These results are robust across
different measures of variables and testing methodologies.

Keyword : Corporate Social Responsibility, EGS Index, Large Firms, Earnings Persistence
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2] A AZ e ®
St 719t E(SIZE)9F #-A1] & (DEBT)E 27y ol X&) F(H)H ()2 #H Ao
(o) =

2 o] X 54 e Hobd

¢
rJ

T )

<H 2> Descriptive Statistics of Variables

Mean Q1 Median Q3 Std Dev

Eit+1 0.1039 —0.0013 0.0191 0.0574 2.0908

Eit 0.0838 0.0007 0.0243 0.0605 2.0798

2l ESGit 0.3066 0.2100 0.2956 0.3640 0.1287
SIZEit 11.5849 11.1866 11.4811 11.8588 0.6158

DERBTit 0.4530 0.2633 0.4455 0.6148 0.2387

OPIit 1 1 1 1 0.0600

Eit+1 0.1215 —0.0012 0.0184 0.0525 2.2855

Eit 0.0953 0.0006 0.0224 0.0575 2.2738

27| ESGit 0.3118 0.2089 0.2983 0.3689 0.1352
HET SIZEit 11.6113 11.1574 11.4968 11.9447 0.6567
DEBTit 0.4599 0.2699 0.4559 0.6198 0.2399

OPIit 1 1 1 1 0.065

Eit+1 0.0146 —0.0051 0.0266 0.0770 0.1923

Eit 0.0249 0.0026 0.0332 0.0856 0.1841

H|CH 7| ESGit 0.2795 0.2133 0.2789 0.3433 0.0839
Sl SIZEit 11.4510 11.2394 11.4477 11.6605 0.3059
DEBTit 0.4173 0.2278 0.4065 0.5917 0.2295

OPIit 1 1 1 1 0

(H 3> t—test

P 1= o e
e 0.2795
ESG TESERE 0.3118 212
_ MBS 0.0249 e
S EEPEEE 0.0953 '
N 0.0146
_I_ —_— . * %
Bt Y ECS ! 0.1215 16.23
HICH 7 | &= 11.4510
SIZE —5.23%
27 YR 11.6113
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(1) : Eit+l = a0 + al Eit + a2 ESGit + a3 SIZEit + a4 DEBTit + a5 OPIit + a6 YDit + a7 IDit + eit

1A
1z
no
ok
ol
ie]
ie]
10
-
Ip
0%
2
i=]
N
rr
02
oo
2
i
ror
>
oN
rf
-

. A CH 27| & HICHZ | & T
el N = 2,002 N = 234 N = 2,058
& 0.639(7.201) xrr 0.638(4.010) ~r 0.305(5.527) r»r
ESGit 0.187(3.121) »xx 0.194(3.006) =+ 0.106(1.084)
SIZEit 0.020(0.797) 0.014(0.520) 0.035(0.635)
DEBTt —0.041(~0.736) —0.045(—2.350) =+ ~0.102(—1.831) *
OPlit 0.013(0.736) 0.013(0.716) 0.013(0.186)
adj R2 0.429 0.430 0.105
D“rb'ggwats 1.974 1.082 2.048

(2) : Eit+1 = a0 + al Eit + a2 ESGit + a3 Eit*ESGit + a4 SIZEit + a5 DEBTit + a6 OPIlit + a7 YDit + a8 IDit + eit

Variabl TA| CH 27| & T HICHZ | & =
anables N = 2,292 N = 234 N = 2.058

Eit 0.557(8.713) ## 0.558(7.960) ** = 0.168(0.599) *
ESGit 0.140(1.545) 0.142(1.465) * 0.049(0.634) *
Eit*ESGit 1.235(19.296) ** 1.236(17.606) **+ 0.486(1.718)
SIZEit 0.038(1.685) 0.036(1.423) 0.040(0.724)
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OPIit 0.010(0.614) 0.009(0.536) 0.031(0.439)
adj R2 0.520 0.521 0.110

Durbin—Wats 1.948 1.946 2.046
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