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e
F|T ARR] Autol] 24 7]149] ESG &5l tiet #hilat 871 S7FshiA 71dSS
ESG &0l 52 0= Fofstal glom o3t 7S] HiRt FAr8® S71stal 3
t}. Global Sustainable Investment Review 20200] T2 & AAH 02 A}5]1%] 2
A 52 she 71l et T4} 7127 35% 2ol o278 A AlA 97 =2 1/3=
AR Frez S7II ol2fgt 57T FAlE AlEE o 202597H] 50+ R = S7F
o Aoz AYEHA et SEUEe 2 di719E SHC= ESG Aol Higt A2
22 skl 1SS AXSHaL ESG EuAE EXtelo] AT 455k = 5 71%
O] A9l Egof| digt )14jo] ZHAE AL Fof7E soluhal Qletk oA ™ 7199 ESG &
| et B F8/4d0] AR UL 71 HA] ESG gfjof] Tl o, o8] o
2714 Zzol| tisiAl= =739 o217} gor Slet

A WA A2 7199 ESG &80 7199 A2 e S7HI7IeAl -2 A7
=R et ook, T18]aL F WA A2 7142 ESG B0 7199 A2 Adutet
AE 7T 1A ]’k ESG7T AHtol] = mIAlE AUA] ofy™ 7192 /g
7} ESGOll 9% mlAl= AA S5olth

7149] AHeld Eaat AlT-A el AE Argsh] St Rt olE %
T+ EABHAIRE, 3HAR] Fol the AT AR ol A= AT+ 1EAL F
Olnfgt ATTA T} Qitks A 5 thdst A APt EA=] o] Qlt

7149] ARRA EEat A2 gt Alelo] G2 Rl WAE Ak ti#ARl o]
Freeman (1984)2 o|alTAIX} ol2(stakeholder theory)o|t}. o] o]2& FF9] HE
Sielsh= 212 HolA A thedst olsiaARtY ool Stielsh= Zlo] A= 7197 HA
450 & o]ojRtkal Arslal Q. Wang et al. (2016)2 7129 B A4S HEF A
T Ao ® ZA510] 7]A9] ARRlE EEol A4 Aol 384l IS T A
<= W29 ofsiEAR} o] &2 TSkt

¥HH, Friedman (1970) 71949 AH2] Hl-§ S718 Z2HskE R o]=jt

&2 7199 A2 Adatol FUgARl 9= Eral AEsiitt ol Al A 2
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= 7199 Hl§-0= QlIA|sto] 7| 47HA] ol BAAQl FFE ke A7HAupperle et al.
1985; Ullmann 1985)7} th4= =9I}, 2HH, Barnea and Rubin (2010)2 97 &
0| AFS1A Q] B52 7147 EA ol 2 FS PIRIA] QAR ARS]A Q) Esof Mgt
Al&o] WAYSH= A9 71 97H ol AR FF= & o Ud= Eh

S, 7199 ARl st A it Afelo]] Aol S He|H
oA o529 TAT AHTES Hol= AFE ZA5H}. Margolis et al. (2009)2 AFS]A
G5 A2 et TAO digt 71E AE HEh EAst] S Aakes HW
ULk 0% AFEZ ARR]A &E0] 7199 A= olofR]= | 87 £ CF R&D
ZHMcWilliams and Siegel 2000), 12749] Q1Z|(Servaes and Tamayo 2013), 7]4<]
AEA o HLin et al. 2019), 719 A¥i+7Z(o and Harjoto 2012), AAIAA A&+
(Huang et al. 2020) 5= 2&3P7]%= skt

WA AF-E0] ESG7F 7199 A2 Adatol] WA= FFE AT Sl d, AT
A g7t 22 71990] ESG E5-3 &H5] Stk 4= EARith o]of w=iE thEA]
9] o2& A2 o] § o]E(slack resource theory)°] A=d|, McGuire et al. (1988)
= 7199 AFA At S 7190] ARl EE2 5] ekl IS Btk 11
2131 Scholtens (2008)= 7199 AFS]4 E&3t AlF-4] At Apoof] A4 a7t ALS]
A &5 2chs AEAVT A= HTh

SHH, 7149 ESG &% 719 At Alolofl A & (virtuous circle)7} EA510]
FeAES B9l 38AQA IFE T A= EARI Waddock and Grave
(1997)= AFA L= o7 A= 7I%de] AlR]E &) ¥ & kgg 7]80]1, 799
AR E5-2 ofsfE ARt TA 7S B8l A AR AR AE FIA =
38 BAARI BAE 7S EAH

ESG &5t 7149] Ao QlaptA|ef 11 iRkl 248E g5o] wjid ¥E 27| 34
TS &89t A% EA8. Anderson et al. (2014)2 7149 Ak5l4 29 &5, o]

-

HEE!

il
_?L

ol
i K

o) 24, 71%99] A4 47| BAS Y. Lundgren and Zhou (017)& 7140 &
7 %97 719 Ao BAZ, Lin et al. 01992 71949] AF812] 53t 54 il
Wig stk
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olof & =wollAe T=ESG7IEH(elst 'KCGS 2 ehollA dHEshk= -=lvzt 714
9 E, S, G o5& E83lol 7199 A2 Akl A 245k 242 915l KCGS
oM HHSI= E, S, G 55 7199 AR} 2esto] AAGA=E 7535133 S
g ARE AP A3l & =l e HE 2] SRS EE5I. & 23
<= 1) SHA ATolEES 49T o AL, () A 3t 2 TAE 8T = 9o,

(i) AR] AREA Wste} $29] Mot T, (i) FHOE YU Aol AF

Fo] 2842 7909) 7127} EolAl A0 Uehdrh. ghe, AYE AR Au} =
© A9 YolE] ASHAAAS) W ARG FHH e mH 5 U
Ao BRIt BIHEE AR FRAE Gl AARIAEIS B4 T 2
219] AR a7k A eRdan, 9] 9ol Feikle] e o] e 71%io]
A AT 2 Ao et
olF BAS] THL thet gk 2golAlE B B AR8T 7R U
BSG W75 A1 ] 2 Batof ol 7k sich 34l Balo] A8 %
29 £ mgo] 7o) Aeka B4 AE AN 4goli BRoR dvol A
£ Qofska oo} el hA| ela g AT S AR,

Il. ESG E7t 7I= R A=

1. WPIE

E =72 SHESG7[EY(KCGS)oNA Hatsk= KOSPI AF3719 2 FA51507]1 490
st ESG H7tedS EAREE ARSI SHESG7IEYS AHiER(G)e) 4%
2003 95E 44 9([E) D ARHAFF(9)2] - 201 1E5E FR71A] 7149 5

w2 W7iste] YHSIAL Qlrt. &, KOSPI 719 5 szl 71dsd 227t 113
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A 719, gl A7Ideld A HiAE 7
golA Al el

KCGS®] 714l gigt ESG 7k vat 2ol & 39AE 71A A& (20204 3
7F71) 12k 71elA s 2 Aol Wi AFIEAIA O] 31A) 24t 713k BV 7]
ko2 stod, 3grieh Wt 7| ATA A=E LA = 4 - BAske A% 87
< Sl AlF- 87 23l tieh B7HE gAtstol 14 87 AE AkEditt. 24 87t
7 A= SH(EE 715 BSGF -5t 7| 7AE SHsHl A= %271 9l

= 719 ARAS) WA o1 52 A5t W7k B B9 ZAlele] WG Pl
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é
2
rr
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B7EollA AT ARty 33} BellM= 221 IS EUR, B A
= 3 A Aek g7 2Rl sidshe 719 Aol TARt - 5 ESGeE g 744
Rl 719 Ao ARt 3% B7keE= ol 23U, B 124 7FegolA A39iel
&9 9B 7|9S gz AR R Sate] A QIERE MPsia 1 AdE BUhs
A3 23] whgglht}. KCGSY ESG B7t A2 =2 & yehfd oh8at gk

o‘;":‘

(Figure 1) KCGS ESG Evaluation Processes

Step #1. Step #2. Step #3. Step #4.
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D4, A, AiTEE W71 Rt AR 2 32 S 110 B2 18370 &
7fFEe® FMdEH 2020 71 ESG B7H 32 & 1837101tk &373 (Bl it 8
7k B373 9, BT, oA S 371 oz ofFolA 3o g vl
301 7 =0 ARIKAZE DO tiet B7ke 24, FEAF B 3AA, 2HRE, A AL
3] 472 E5FE0] FrHEAL 9lom Ao vlFo] 7MY &t AL AiTE(G)O] o
S g7k 5 Y BS, o), AP, RS 47 gz FMdE0] 9lem o]
AR219] BEo] 71 . 87 £ ol Hiet iR+ B (Table 1D} 2t

(Table 1) ESG Questions and Categories

Large Category Middle Category Number of Questions
Environmental Management 27
Environment(E) Environmental Outcome 19
Stakeholder 4
Employee 19
Social(S) Suppliers 14
Consumers 12
Community 7
Shareholders Right 23
Governance(G) Board of Directors 33
Audit Body 14
Information Disclosure 11
Total 11 183

Source: KCGS.

2. KCGS E, S, G ¥ ESG S8 &4

AER(G) 539 A% 200397E A=7F 2SR, SF(E) AF(S) 5g°l o
Sk S5H0°] FoiE 20111 )%, ESG S8°] BF EAck: 719e A dvdez st
.

(Figure 2)2] 5 AZ& B9 SH(E), ARI(S), AHi72(G) 547 27 BsHES)Y]
W=7t 7P A e Ai2RG) 559 49 200349 ol F A&A s 24 o

FSFATL 20119 olF A=l Hisf ZEE 2ARI7I 7H AvHER] 7k 4"



ESG St 7Iie] T A

&S Bl BAH(E)5EY A= G583 DEgol vt WIEE Yehtal glow,
AFBI(S) 559 A= BeaH Cogol HIgt BlE= Uehtar Qi

(Figure 2)9] %= BE2E, S, G 55°ll W= Tobing= &84 7|79 B4t=
Whisker box J1#|ZE E3l AIAISATE Whisker box 1#|Z= 7|2 8AF 5 A=
HES 283k 1291, S 389, gl 57hE IR E B Holes WAoo ax
S9Hgkol gt oftjol] jAJe Qlvtell whet Ahgrt o] E9lof WA skl Qi
et molel 4= Q= G891 HiRlojtt, LS B E, S, G 530 WE 7|47
£ AmE A3} Fotg] 55 Dol e o® CEFETA= B8 o& 7| Q77 &4
UERARE AR E, S, G 580l 2 71959 7197HI7 =4 Es & 5= AT

(Figure 2) E, S, G Grade and Corporate Value

A. E, S, G Grade Distribution B. Corporate Value
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. H5&4

1. A8Xl=

2012¥~2020 717k B2t KCGS B7H1E 5 |-89= ALt 71ds 7k 49
HOE ffoto], B7rd AE(D9] A AE(t-1)oll SAIE ARG A 9] 3]A] ZAE o]
12991 A= Fstgith. D 201192 B7P7F 218 AR si2 B7Md oF7F 24T
$= Jou= A6, 504 olotY] F4E W2 712 B7HA 7171l 2ol
Aot S50l QlolAl I 5=9] Zpo|7} Y= 52 EAI7L Qo] BAolA AlQlstgitt. E
SIE, S, Go& ¥ ESG 5¢5F0] BF EA6h= 71402 B4 tiibe systairt

(Table 2)0llA= AFEA ARGEE S5 9 A, 2|1 SAe] M

%, 4] ul 2% Wy 5 2oFsle] AXSIYLE (Table 2)9] AL AFEAS 912

1) B4 24 Yol 12891 A9 1% W7k Waet 2% Wk S0 Wy A1 st
7 4 APGRAAEE Kjolrk EAfEI olo] Wil 3] 4k o] 1290] oRd AL 1
A W7} 40k 27 Wh A Wb A4 APPUAER ol Wk TRk gk
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z9 w49l KCGSO E, S, G 52 9 ESG Sa527} A18(S)9h Au22(G)2] o}

9 W7l W S EAUE (Table 2)9] BME F2 AZE L A8 Fa
Bausel AR Au 9s U BANSE ASE 25 719 B4 dge] Bole] /)&

o} BAMSE IRt 71910] AR Auk ALY A4t 7]9de] A
Qake BT 7IE A7 9 T 7198 thoR ¢ Bl 472 52 Ausiel 24 7}

719 EA & tiFF(large shareholder)7} 2A5H= 7]19L 3371 7197 H0E =
HAIH, ol $13t 71 AR 9] a&4 v disto] S2
IS YA 4 deHE tieFo AReZ VA7l SAAl A
(“incentive effect”)E 7FItShleifer and Vishny 1997). ©]& £4o] ¥tsr] 2l
Fd FR(Es TSt 22 719899 AF AT 47D A ARES ok,
o] “incentive effect’'E Z4sl7] 5t WHEE ARSSIQLE OE ShHo=Z
entrenchment effectol] s} 5= F PR Ate-S 719719 o UARES] &
AS 7RItk &= 71& AF AIP)E TEsto], A E73t insider_own WO AlF gk
= SAHTE A ARESISIT: (Table 2)0fl AXE 7190 54 ¥4 FnGuide®} ?H=
ARSI |57} 242 Al 5= DataGuide®t TS2000 Hlo]EH|o]AS B3f] 7510
AATBFRA.
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=
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(Table 2) Variables Definition
A. KCGS ESG Evaluation index

Variables Definition

* Annual ESG Grading from 1 to 6, the bigger the better

ESG rating index * Using E, S, G rating and Aggregated ESG rating
S_EMP * KCGS Employee Scores(EMP) in the Social Preliminary Test
S_SUP * KCGS Supplier Scores(SUP) in the Social Preliminary Test
S_CUST + KCGS Consumer Scores(CUST) in the Social Preliminary Test
S_COM + KCGS Community Scores(COM) in the Social Preliminary Test

2) Black et al. (2006); Black et al. (2015); Black et al. (2020)
3) Morck et al. (1988); Stulz (1988); McConnell and Servaes (1990)
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» KCGS Investor Protection Scores((IP)) in the Governance

G_IP Preliminary Test
G _BD * KCGS Board of Directors Scores(BD) in the Governance Preliminary Test
G_AC + KCGS Audit Committee Scores(AC) in the Governance Preliminary Test
G_DC + KCGS Disclosure Scores(DC) in the Governance Preliminary Test
B. Firms' Charateristics
Variables Definition
* Natural logarithm of Tobin's Q from ‘(Debts Value + Preferred
In_Tobing Share Value + Common Share Value) / Total Asset’
* The difference value from industry medium values
In_age * Natural logarithm from the listing date to Settlement date of business report
In_asset * Natural logarithm of total assets
leverage  Adjusting debt ratio of outliers which are top and below 1%

foreign_own

* Foreign shareholder rate

insider_own

* Equity ratio of major shareholder

o 2
insider_own

* A squre value of the equity ratio of major shareholder

export/sales

* Export rate among total sales, extreme values adjusted to upper
and lower 1% values

capex/sales

* Capital expenditure rate among total sales, extreme values
adjusted to upper and lower 1% values

* Capital expenditure is the sum of cash outflows for 19 tangible
assets, such as land, buildings, machinery and facility assets,
out of ‘cash outflows from investing activities' on the cash
flow statement.

R&D/sales

Research and development expenses (R&D) as a percentage of
total sales, R&D expenses are defined as ‘total R&D
expenditures’ for the current period specified in the notes to
the business report or in the audit report. extreme values
adjusted to upper and lower 1% values

advert/sales

Advertising expenses against total sales, extreme values adjusted
to upper and lower 1% values

market_share

¢ Total industry is classified into 25 categories according to
FICS(FnGuide In dusty Classification Standard)®, and sales by
company divided by the sum of sales of KOSPI companies
belonging to the same industry

sales_growth

* The geometric average of the last three fiscal years of the sales
growth rate, extreme values adjusted to the upper and lower
1% values

* If sales data from 3 years ago and 2 years ago are not
available, it is measured using sales data from 2 years ago and
1 year ago, respectively.




EsG S22t 7ieel sext 4 [EEEN
. 7|125A%

(Table 3)+= (Table 2)°A AAE F8 W] 7| 2EAFS o8] AAGHH.
(Table 3)°] Hid AdllA X KCGSE, S, G 55 X S, G ot9] B7F dge= A5EA
oA 3 FHBH=0, EZHA=1) 2 & ARESISITE =7F F= TR E B7P |3 1HH|w
Aol 2 BESRE FIHRGE ARSSle A0 E HItKDaines et al. 2010; Black
et al. 2012; Black et al. 2020).

i

(Table 3) Discriptive Statistics

A. KCGS ESG Evaluation index

Variables Obs Average ;te?fril:tairoi Min Max

E_rating_index 4,188 2.79 1.17 1

S_rating_index 4,188 2.96 1.07 1

G_rating_index 4,188 2.90 0.89 1
S_EMP 4,188 46.25 22.96 0 130
S_SUP 4,188 13.96 16.67 0 81
S_CUST 4,188 17.29 12.82 0 63
S_COM 4,188 7.16 9.43 0 62
G_IP 4,188 41.53 11.43 5 81
G_BD 4,188 10.35 8.32 0 73
G_AC 4,188 20.18 8.82 3 58
G_DC 4,188 15.17 9.56 0 48

B. Firms’ Charateristics
Variables Obs Average S;i?jg;i Min Max
In_Tobing 4,188 0.06 0.47 -1.64 2.53
In_age 4,188 2.92 0.76 0.00 4.14
In_asset 4,188 19.99 1.53 15.78 26.11
leverage 4,188 0.41 0.21 0.01 0.99
foreign_own 4,188 0.10 0.13 0.00 0.90
4) FICSY] ¥5 AA= & 1070 sector(ClUA, &4, AFAA, A714HA, B5AHA, o=,

=8, IT, BAAHA, fEEE), 257) Adwindustry group) ¥ 627H AE Atdoz
EH3H} o] HuAoA: FICSS 257 AT B& 71&2 *}QOH‘%
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insider_own 4,188 0.24 0.21 0.00 0.86
insider_own2 4,188 0.10 0.13 0.00 0.74
export/sales 4,188 0.09 0.21 0.00 0.97
capex/sales 4,188 0.25 0.95 0.00 11.33
R&D/sales 4,188 0.02 0.03 0.00 0.23
advert/sales 4,188 0.01 0.02 0.00 0.12
market_share 4,188 0.03 0.10 0.00 1.00
sales_growth 4,188 0.05 0.16 -0.50 0.95

ESG SH(ESG, E or S or G 5&)¥ 7199] AF2] 3K Tobing)2] JAIBAE A
H7] 5] tid #E 27| 3]7(Panel Vector Auto Regression; PVAR) 2¥g-& 0|85
At #E A7 SAEG2 Sims (1980) 1% AAGA] &40 de] Z8=UL H4 3t
O] I Aol FF= U= B2 245k ol ARSET AAEATT HEeIA] gl %
o] w2 WS B4k ol 282t WE ¥ME 27| 3172 F2 Holtz-Eakin et
al. (1988)0] 7igsiglon HE 7] SlARFS g A=l ol 8T 4= A=F St
Hgolrt. wid wiEl 2] S|ARFS 2 wid Aol tisiA TAgES ARESHE A
o] FHBAE 31831 VAR(p) EF2 HHE 5 AUtk HolA ¥E 7] SARF T 2
oJ7} ik

Oh2t 22 B35 o831 E, S, G 5u¥ 7149 A4 At Aol 9] JiAIE A
S A 4] ()2 ESG S&°l 7199 A4 s S7H7IeAE A4t 4
(2= AFA 437 52 719901 ESG 8ol #2418 A7geth

Tobing;, = ay+ ZﬁIESG,t i+ Z’YzTObmfI,tferf e A (D)
=0
ESG,;, = ay+ Y3 Tobing;, ,+ ZWIESG‘WIJF Fit€ A1 (2)

=0
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ESG 553 7149 A2 At Ate]2] BAS] QlolA At 719] gho] EA) gl |
P ATl 24 U5o] 59 BES 7Pgotglon, ojeh HHEL lat
A9 gL ERIstAL sl A H& o) Fgeict.

714 Aol TG ASEA Atolld= AUt A (reverse causality) T F2 2
IHsimultaneity), ¥4 AJZHomitted variable) 5 WA EAl(Robert and Whited
2013)°] mE w3 Faslshr] A% YHES AT a7t ok Wintoki et al.
(2012)2 °]AR] 2] F/do] 7192 Adtol] wA]= ol st E45171 S1sh SEi 4] wiid
GMM 21& 28319t Abrigo and Love (2016} SE12] 5'd GMM HH4}g 7|#2.0

o 7jzo
o] $EUSS SR SISk BAS St ok, WHs 52 S5u4

23
& 5}o] 3k W49 $sKshock)7} T2 B4l WA= kel thsliA 4= 219 Q1A
£ 3L = = S AT 2 =72 ASEAE 95l Abrigo and Love

(2016)7F AARE s E-8sto] WARSE 7199 A4 ATt E, S, G 55 @
AR (Table 3)9] siid Boll 3= 719 £4 W45 ©-83531th Andrews and Lu
(20019 A9 AAE A"ok= w4 (Moment and Model Selection Criterias
MMSCO)L & B Hgstlon RF 17] ojdo] HHolegi= AxE AqIch 181 11
WA QA TA HA(Granger causality test)= 53l E, S, G 53°] 7199 AF4 A=}
£ ZdokeA], 183 AFE Ao 2 7I99IA E, S, G 5a°] =A "de=Alol o
S|4 EA519}. niR o 2 FA ¥R83~(Impulse Response Function; IRF)E &3

1 5719 e =AY,

. ESGS} 7|47HA] 24 Azt

7149] 4415 S795k=t Q1o ROAF 22 IAIA k= A2 s Hojr= 59
o] 131 Tobinge 71999 8} & @2 AHike IR AZ[EH 0= S E|o] FARZ 7]
A9 mlgl] +94S F7Isl= &HHo| Itk (Cavaco and Crifo 2013; Surrocal et al 2010).
webs] & QM= E, S, G 55 Tobing= 7% 71971X1efe] /08 AE A g

AEY SeuT GoEE 71979 SAR o= Foln|St JHAIE 7H ¥HA, EF



T SARCR Fojulet A HolA] godth B3 A 719] e Gow 7]
W7RE FAPIE Aoz Heiger ol 1% 28 SAIA fol/de EAH(Table
4y I=). o= Freeman (1984)2] OJSiIAR} 0|22 AAIshz AafolH FAR| &2 Al
oA 7199 ARl E52 7147FAlol jEgshe A SRIe o= s Aol

whe, A 719) 77k SER GEROl Y 93 FE A0 etk
ot 5 23 Rel5E0] 10% $EOE FAK FOL o} shile] Fof wat 9l
o G7] 71 e IASL B 7] S5ET GEgol W ekt 22 53 £

Ut 79SS 7197 =2 A 7199 ARl B2 489 she Zlew
4= 9tk McWilliams and Siegel (20002 71%19] AF8]%] S5-2 ol TARIE TH=EA|
717] 91t At ol A AL okal F5IRAL, ool A5 #4 2 V1Y

(Table 4) E, S, G Grade and Corporate Value = PVAR Results

Tobing E_rating S_rating G_rating
Tobingi1 0.5397** -0.0678 -0.2256* -0.2598*
(0.0455) (0.0916) (0.1176) (0.1353)
E_rating.1 0.0233 0.4868™* 0.2430%** 0.0056
(0.0194) (0.0406) (0.0559) (0.0637)
S_rating.: 0.051 1% -0.05 0.2928*** -0.0455
(0.0144) (0.0307) (0.0385) (0.04406)
G_ratinge1 0.0291%** -0.0402* 0.022 0.3442%
(0.0098) (0.0223) (0.0282) (0.0320)
Obs 4,188 4,188 4,188 4,188
Panel Obs 654 654 654 654

Note: (Table 4> shows a panel vector autoregression analysis model with Tobing, E, S, and G
grades as endogenous variables and ROA as a control variable by adding ROA to the
company characteristic variable described in B in {Table 2) for the period from 2012 to
2020. The report of the results of the control variables other than the KCGS evaluation
grade is omitted, and the standard error is reported in parentheses below the estimated
correlation coefficient. ***** indicate statistical significance in the 10%, 5%, and 1%
intervals, respectively. More details on the analysis method are described in the previous

chapter 3. All eigenvalues appear to be less than 1, satisfying the stability condition.
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(Table 5) E, S, G Grade and Corporate Value — Granger Causality Test Results

Shock Response Chi? p-value
E_raing 1.435 0.231
S_rating Tobing 12.526 0
G_Rating 8.672 0.003

Tobing 0.548 0.459
S_rating E_rating 2.639 0.104
G_rating 3.265 0.071

Tobing 3.682 0.055
E_rating S_rating 18.892 0
G_rating 0.609 0.435

Tobing 3.684 0.055
E_rating G_rating 0.008 0.929
S_rating 1.043 0.307

Note: (Table 5) shows the Granger causal relationship between E, S, and G grades and
enterprise value (Tobinq) during the period from 2012 to 2020. The null hypothesis
(HO) states that the shock variable does not cause Granger causation of the response
variable.
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(Figure 3) E, S, G Grade and Corporate Value - Impulse Response Function
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Note: <Figure 3) shows the response of the variable on the right to the shock of the variable
on the left, and the gray shading represents the 95% confidence interval obtained
through 1,000 Monte Carlo simulations.
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(Table 6) Social Details and Corporate Value - PVAR Results

Tobing Employee Suppliers Consumers Community
Tobing:-1 0.5346™** -0.1763 -0.0166 -0.2869* -0.0680
(0.0463) (0.1080) (0.0825) (0.1600) (0.0995)
Employee- 0.0071 0.4231%* 0.0356 0.3052%* 0.0319
(0.0137) (0.0363) (0.0297) (0.0527) (0.0359)
Suppliers:-1 0.0649™** 0.0096 0.4507*** 0.2766*** 0.0255
(0.0223) (0.0597) (0.0520) (0.0923) (0.0601)
Consumers:-1 0.0167* 0.0343* 0.0447** 0.3561%** 0.0327
(0.0093) (0.0206) (0.0170) (0.0318) (0.0206)

Communityi-1 0.0305™* 0.0220 0.0635™* 0.0870 0.4314™**
(0.0128) (0.0339) (0.0291) (0.0535) (0.03606)

Obs 4,188 4,188 4,188 4,188 4,188
Panel Obs 654 654 654 654 654

Note: {Table 6) shows a panel vector autoregression analysis model with Tobing, E, S, and G
grades as endogenous variables and ROA as a control variable by adding ROA to the
company characteristic variable described in B in (Table 2 for the period from 2012
to 2020. The report of the results of the control variables other than the KCGS
evaluation grade is omitted, and the standard error is reported in parentheses below
the estimated correlation coefficient. *,**** indicate statistical significance in the
10%, 5%, and 1% intervals, respectively. More details on the analysis method are
described in the previous chapter 3. All eigenvalues appear to be less than 1, satisfying
the stability condition.
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Klerk et al. 2015). Z18]aL AR 3 5 FA|, o|ARR] 4, Atz 5 He B
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(Table 7) Governance Details and Corporate Value - PVAR Results

Tobing Shareholders Board Audit Disclosure
Tobinge: 0.4810** -0.0502 0.1205 0.0727 -0.0485
(0.0622) (0.2058) (0.1922) (0.1299) (0.1437)
Shareholdersi 0.0299 0.2804** -0.1942™* -0.0134 0.0082
(0.0276) (0.0916) (0.0952) (0.0589) (0.0690)
Board:-1 0.1618 -0.6691* -0.2969 -0.0590 -0.0043
(0.1047) (0.3543) (0.3692) (0.2312) (0.2701)
Audit 0.0893** -0.2528*" -0.1879 0.4769" -0.0735
(0.0355) (0.1214) (0.1198) (0.0807) (0.0891)

Disclosurei-; | 0.0760** -0.2217* -0.2173* -0.0561 0.4274%
(0.0337) (0.1137) (0.1148) (0.0738) (0.0854)

Obs 4,188 4,188 4,188 4,188 4,188
Panel Obs 654 654 654 654 654

Note: In {Table 7), from 2012 to 2020, Tobinqg and the standardized variables of the basic
evaluation scores of the four subcategories of the governance index were standardized
by adding ROA to the endogenous variable and the company characteristic variable
described in B of (Table 3). The results of the panel vector autoregression model with
one control variable are presented. The report of the results of the control variables
other than the KCGS evaluation grade is omitted, and the standard error is reported in
parentheses below the estimated correlation coefficient. ***** indicate statistical
significance in the 10%, 5%, and 1% intervals, respectively. More details on the
analysis method are described in the previous chapter 3. All eigenvalues appear to be
less than 1, satisfying the stability condition.

ASEA ATE Q9 E, S, GeHH ESG 5857 119 1xkHA E4olA= E7t
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(CFP— CSR).
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Abstract

We analyze the causal relationship between a company's ESG rating and
financial performance. We find a statistically significant positive correlation
between the company's financial performance and ratings in the S and the G.
On the other hand, when the company's financial performance was good in
the previous year, the company's rating in the S went down. Looking at the
detailed items in the S, companies with active supply chain management
showed high financial performance. In the G, companies with high scores in
audit committee activity and corporate information disclosure showed strong

financial performance.

% Key words: ESG, Financial Performance, Supply Chain Management,

Audit





