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Abstract

Purpose - The primary objective of this paper is to empirically examine whether the engagement
of socially responsible activities in corporations affect the tendency of tax-avoidance by using the
sample of Korean companies. We are particularly interested in Chaebol-affiliated firms, which are a
special type of Korean conglomerates.

Design/methodology/approach - This study is based on a sample of 5,496 firm-year observation data
from 2011 to 2017 by using the ESG ratings from the Korea Corporate Governance Service(KCGS),
a ESG rating agency in Korea. For our analysis, the firms were separated into 1,547
Chaebol-affiliated firms and other 3,949 firms. All financial and firm data were extracted from
Fn-guide, which provides financial information for Korean listed firms.

Findings - We find that CSR is generally positively related to the effective tax rate, which
indicates a lower level of tax avoidance for more socially responsible firms. In particular, a positive
relationship of social score with GAAP ETR was observed.

Research implications or Originality - We find that the positive relationship is robust to the group of
chaebol and non-chaebol affiliates unlike extant literature
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BAe FE3| FoPAE FAlolth, BE 7o) CSRUKEH 82)& delo] ohd Bz QA3 o2
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ZoH gAZ g, v Z2A43]9](Tax avoidance)= 71F(FAZD O fF2l8tes AMS 2§
o 24 BEE Fole Mdoz AMgErh, ATl mad 24 Iae 7| F4F Ad 57
Hedo] =20, AAE 7S] Aol 24 3lge ZE8A v§ F o R A HE S0t
E3] AR 3] ofel 7|2 vE A7he S gAAS EY Aog Y|giEed], ol F7|H SHo
A AL el 7 TSz @3tk vlg- A7 eto]”] whiolt), (o], 2010) B 71 A GAF 7 uA
T HEE HHHo g nlgtRe Bl Ao APRATE H5402 2T E AR F dE Aoz
< 9], 2017)
of thst AFZHI Hale A3 R stodg FA7t s &0 ZAE 27 7]
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NFg Aoz nelth WAl FE BE ARG A ARG T84, Axe, & Sl
A e olFz felela Aae] "aro] bzl Aolth oF AVlz AFAAAAREE
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ANQgeedEe Augoss CRel Waye Faaslon, ofF A4 - ¥ 5 grlge 2
A3 AFH 0w A Zigel 7] Adstelh, Jlddel A9 oae T HadTE Y5
o sl uw McNeil et al,(004)& AIFFE Fke] 71Q0e vle] ool Adgoms 3
Bejehe 9T ST A3} 1 ZIAt Aol e A AHE § A7k gastn 2HS

53] 3y GSR A7 AM7IgiRIwe] el ojs) A94e Felsia gtk BEAe i Yoon
et al.(2018) ¥ Yoon et al.(2019) Fol glek, F A7 247 CsRel 7H) el delt 87 Qe
A4 Swel v 7Rl CSRA} Belge] w3 Jxsta o, A7IiSe] 347
A1 ASt AR ol ofs urt 2 9)#Q) 712 B glrke Aol FE5a Yk,

157 520120 ARIGeIN BAAE 2 A=, ol Rl ALTIY B FA AH =
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1,54770, 3,9497) o1t

Table 1. Research Sample

Sample Criteria Number of Sample
All firms 5,496
Chaebol-affiliated firms 1,547
Non-Chaebol-affiliated firms 3,949

(1) ZMEmel £

E AFe 7199 24 39 AES 743171 Y8 f-E4&(Tax Effective rate)S Ad-gstax} gk,
zA| 3T tete] dF A7 vhdsial Fojstar glon, 2 SAA JA] AT FAS} 544 ue
tt2A] o] 8= Qitt. 2 AFoME AT dFelA ARk oz AgshE A EME(GAAP ETR)
< AHgslgin). IAREAES Aol wed 2AREY wEE dxde s Eap) A

Aoz B, T Ut ()Y A HY7t o2 HAE k2 k. E HAAME(EAHE 371
AR &} o] AHAAHE-S BT EFsl=t], o] AHQUAR]E-2 vl HAA H]&o diF=o] o]
A& o] &3t A3 T7} ofrh= sHA- ] Qlth 2y AIFEMES 7 g7 AlFAla
A5E &4 F glon, AFAR BAIE A5E U2 LT 54 wiZel de] S8
At

o] FEMEL VI TA To2RE vlwA A FRIE = S W o} FTIHR] FAE AT ET 0|
AdslthE HrkE @i gt (Dyreng, 2008) o] fraA&o] Rl 312 o] Al o] tin] WA
A&o] A, dFEFo| Rk o= 7|Ygo] A 3lglo] A54Q] Aes & 5 vt IAFIEAE
2 o] A7 YA S HAAMEARATo|d o2 e}, 2k]e Ty Zon B ATE g7
SaEAL 1008 FFozH AT HIE =Y,

SAFEANE(GAAP ETR) = ASAPAHAAHE / HAAMM] S5 70l
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(2) 7I1¥2| CSR &3

¥ ATE B AANTEAKC) N ATFH ESG B71A5E 7)4de] CSR 4te] thgA1
FE3AE. B YANTEAL T PGS PO BSG FASE BA o B
BA®E), A (S), AMTEG) FRU v, £ AP A 20 45E FUF A Y A
TR BHE ABaec. E 2 AFE 1008 ez A0y Belg Eav

Q) 71¥ ol 23

71 A AT 7 71de] H54<] CSR &5 AT 8119 #adE vhE thEH]] A7 Fariz
Huseynov et al.(2012)3} Fry et al.(1982), 5% £](2013) S©] v}, Fariz Huseynov et al.(2012)
= AFFEAET SARENES 7199 CSR 853} 7R A 719 TR (LogTA), FApu|
&(Leverage), ¥j% o]3-(DivDummy), F7}=42H]&(PB), %4518 (ROA), 9] o) ¥F
(Foreignsales) 5 ti¥gt 7181, 3¢ W47t #olg 272 dehln sloa washde Fry et
al.(1982)2 7]194e] AH3lA Aql o] wrhd AHEA A &g F3817] 918 Aoz 7 719l
Fadn el w&EHY] A Eo] Aty BT
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2) 7|GECH OO M2 MBI XO0| e H7Hd

7

B ATE AMNGPE 2% o8 B g3kel FHANN A /YGAE TDLS 3 .
SN AN DS AR AR S A9 aE A Fe A TR BAS A4S
ok BANAALE AHF AR AW SATA L THANA B WSS FEEAAG 2
FAFAA T e oJuldth B AT Yelel o8 Agshel, AU )edo] AulFFo

£ Alsh BAlo) whEAG $UU5E CSR sk 2AHTIE (o] BAPE bl 5 glom,
Ap|FFe] olshuAol BEE A9 CSR AFsh 2AT} S0e] BRBE AL § Aol
S otk Ae AR e v 25 el A ARG 25 7195 ola
A3E $e Row S oo weh B Q7E theel Aae AAsaA du,

i)
o
4

H2 Ad7|45 et vz g5ete] CSR Aol wh2 2A139] Ames A= 2ol7h & Aot

2 A7 JARFEAE ek 719 CSR &5 JF& B} AldeiA #astr] fJste] ket 2o
2 3HEAEAT. WA CSR &F th&x2 ESG §4t A4 (ESG SUM)E &-8-3e] F2)(1)3 2ol
sARAEQP o, o]o] o "o 7 7} ESG HF(ESG ENV, ENV SOC, ESG GOV)E F-&3&1
32 (2)9F Zo] FARA st At JHE Tl tig 2 &3E BT E2FEv

GAAPETR = 3, + 3, LogTA + 3, Leverage + (3, Div Dummy +
B, PB + B, ROA + (; Capex + [3; AdvertisingExpense + B3 ESG SUM
+ 9/ time dummy + &' firm dummy + (1)

GAAPETR = B, + 3, LogTA + 3, Leverage + 33 DivDummy +
By PB + 3, ROA + B Capex + [3; AdvertisingExpense + B3 ESGENV
+ By ESGSOC + B,y ESGGOV + + time dummy + &' firm dummy+ u,, (2)

v, AFEA 2%

=

L 7lesAE ¢ daaA 24

A

AZEH o) ARHE Fo 7)Y AFY NE5AFS 2okt Table 29} 2o}, WA 7Y FEE el
‘LogTA'e] Hta} F3kghe 247F 20,2529} 19.9429] 3h& Bow, Bau&<] Leverage'e] vt}
RS 0,192, 0.1782 #Z =T, FAuEo] Erhe 21 7L e ARog @ FAE Zojrt
AL ongitt, wig B2 Jehls DivDummy'e] B3t F750S 0.740, 12, A4 437142
70% ool Mg Aldshe AoR vehdal glok ek T 159 At 2 w2 vjuEEA]
dHFE AR FIEARE(PB)Y] BEH S 1.465, 09301k, FAIFES it
ROASE 71}do] 25| FAMIo R Anhd B o5 WeAE vehliEs tlEzl #o4 AEs Faadt
FEEE 74 0.024, 0,0260]0th, & 7]je] TAARNE FrjstAY, fFasHe] § AAEE 2=
71Ee] APt tigh FAbo] E& & ul WAEE AuEA ¥4 YRl A X%, S ‘Capex'9]
HEd F7HEL 0.015, 0.0050|%ct, o2 31 v &(Advertising Expense)o] Ha# Z94=
0.007, 0.0010]1c}.
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Table 2. Descriptive Statistics

Variables N B e 1es | B9 | amee
LogTA 5539 20252 1705 19.069 19.942 21070
Leverage 5,539 0.192 0.153 0.050 0.178 0.299
DivDummy 5,539 0.740 0.439 0 1 1
PB 5517 1465 1636 057 0.93 164
ROA 5539 0.024 0071 0.003 0.026 0.060
Capex 5532 0015 0.066 0,007 0.005 0.034
Advertising 5539 0.007 0015 0,000 0.001 0.005
Expense
Environment 5,539 102.696 62.844 45 105 143
Social 5539 89.092 50,559 56 76 106
Governance 5519 91.830 30.037 71 91 107
ESG 5519 28331 112973 2056 2658 334

7144¢] CSR 432 =74
105, AF8](S)= 89.092, 76, =
Z7%e 283,31, 265,891 Ao

Table 3] B4 W5 7+ e
hMO] 0.60, 0.44, 0,64, 0.26% =
2=0

o} F#Ao] 0.300]19em FAat

3 ESG A5 ARZHos Avnd, #74(E)e H
AiT2(G)E 91.830, 91491 Ao 2 Yepgt), &
2 Yehst

F71542 102,696,
A A%el B gt

L

< AFEY 719 F=(LogTA)e}t ESG, 87, ALs], Aulj7z9
2 Aoz yehytth wd R (DivDummy)= 719 72 (LogTA)
E

18(ROA)F= 0.32% 7153 vk, FA) Hl&(Leverage)d} FARbe

%%(ROA)% -0.34%5 YERT

Table 3. Correlation Analysis

. Div
Variables LogTA Leverage By PB ROA Capex
LogTA 1.00
Leverage 0.03 1.00
oo 0.30 018 1.00
ummy
PB -0.11 -0.07 -0.14 1.00
ROA 0.09 -0.34 0.32 022 1.00
Capex 0.02 0.03 0.11 0.13 0.19 1.00
Advertising 0.03 014 0.09 0.19 0.14 001
Expense
Fnvironmen 0.44 0.14 0.12 -007 002 -001
Social 0.64 0.00 0.19 0.02 0.07 0.02
Governance 0.26 -0.08 0.10 -0.01 0.08 0.03
ESG 0.60 0.06 0.18 -0.03 0.04 0.01
Variables AT Environment Social Governance ESG
Expense
LogTA
Leverage
DivDummy
PB
ROA

Capex
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Beents 1.00
Environment -0.08 1.00
Social 0.13 0.62 1.00
Governance 0.04 0.13 0.31 1.00
ESG 0.02 0.87 0.87 0.48 1.00

2. 7S Ax

B A7 7MleM= CSR Ed IAfFEAE Tl el ARdATE Edles

AEstict. 7hd 204 ARAGAD 2% 7190 ARG 7)o Csrat 2
giste] BAAol Aol Ye Ao dZddet. olF AFHY) dskel X APE
A BEES OPOR CR BEF AT Ao WAE WA AL o|F /GAT &
& oqng JlFos AWIPHD 2% /1Y WAENGIS Ao TR BN
AQslch. 7hE 12 CR ol AAREALTY FH BAE 4 As Ao
2 odzagon, M 20ME FI%le Gk BEI AAALT 2% oRr} Pl
FUHS M 5 QomE BAUSY SAGEALGAAP ETRY AGgel Folrt @
7 9lee oloprlaka gtk

1) ESG(EE M3l X|Hi7x) &4

Ul 7719 e] CSR &5¢] A3 X JFEs A53] Y8l 3l AA 33719S e
2 3l g3 AR S AAEAT. WA B A7 A 7Y, vir1ddE 14, Z1931TE A% 7199
SAFEAES D whet 374 - ALE] - AulFze] §3 3]9 EA38c 2 AR ofg] Table
4, Table 5, Table 69l ¥F3&tsict.

Table 4. All Firms

Standardized
Classification Coefficient Standard Error t Value Significance
(B)

LogTA 0.069 0.024 291 wxx 0.000
Leverage -0.153 0.084 -1.82 * 0.068
DivDummy 0.056 0.021 262 wkx 0.009
Firm factor PB -0.007 0.021 -1.21 0.226
ROA 0.084 0.117 0.72 0.474
Capex -0.132 0.085 -1.55 0.121
Advertising 0.344 1224 028 0.779

Expense
ESG ESG SUM 0.030 0.012 256  xxx 0.010

Notes: 1. Dependent Variable: GAAP ETR
2. Model Summary: R?=.220, Modified R?=.055, F-Value=1.33, Significance=.000.
3. p: **x<0.01, *x<0.05 and *<0.10.

Source: $r=7| Y222 E(KCGS), A ZH7IO|E,

= Wdes 4 A ESGE SA4T 7199 CSR A= IAFEAe
M, $AH R fofd Aow vyttt ESG(8 - AHg - Aulgx) =
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A AESG SUME At 49 SAREAET F)o] Baye] gl 2 ok
o ol 7H 12 AsHe AomA ARFTARFe] B /ASS Re 2489 FFe Holn
Sk A ARSI Sleh. & 2ASE s s Sl Al of A8 3H S
s s 19EL 24 3E Bo BHoz shn gokm & Yok

Table 5. Non-Chaebol-Affiliated Firms

Standardized
Classification Coefficient Standard Error t Value Significance
((5)

LogTA 0.089 0.033 272 wxx 0.006
Leverage -0.781 0.099 -0.79 0.431
DivDummy 0.048 0.025 1.90 * 0.057
Firm factor PB -0.004 0.007 -0.56 0.575
ROA 0.047 0.136 0.35 0.730
Capex -0.192 0.101 -1.90 * 0.058
Advertising 0714 1338 053 0593

Expense
ESG ESG SUM 0.029 0.016 1.78 * 0.075

Notes: 1. Dependent Variable: GAAP ETR
2. Model Summary: R?=.246, Modified R?=.064, F-Value=1.35, Significance=.000
3. p: ***x<0.01, **<0.05 and *<0.10.

Source: @57 YA MTEAKCGS), o Zdll7tel =,

Table 5 ¢} Table 64 A YA 2% o572 Aurd IAAGFEALT 719G 2% 7|97
H 714 7192 CSR 4t H4=(ESG SUM)E (+)e] #AIE 2ta e ol BF A4
o3k Ao w YETE E3F Aol 327 YoM e 4] 0.0302F 0.02984 2 XFo]E Ho|X] ¢kl
AT

Table 6. Chaebol-affiliated Firms

Standardized
Classification Coefficient Standard Error t Value Significance
(B)

LogTA 0.070 0.040 1.73 * 0.084
Leverage -0.249 0.168 -1.48 0.138
DivDummy 0.058 0.042 1.39 0.164
Firm factor PB -0.013 0.012 -1.06 0.290
ROA 0.313 0.256 1.22 0.221
Capex -0.012 0.166 -0.07 0.943
Advertising -1.300 3209 041 0.685

Expense
ESG ESG SUM 0.029 0.018 1.65 * 0.099

Notes: 1. Dependent Variable: GAAP ETR
2. Model Summary: R?=.219, Modified R*=.044, F-Value=1.25, Significance=.007
3. p: **x%<0.01, **<0.05 and *<0.10.

Source: &7 GAMTFERY(KCEGS), ollZgl7to =,

ol AE7IGHGT R |GR T Aol Fsle 71Ee] ATAAET AEHE Heldh AElE
Aere A58 Aol gloiMe 719 ko] Aol frofv] A gk A& Foate A
&9 72l Yoon et al (2018) & Yoon et al.(2019)9] A} ut=E Zo2 geldrt, &
3% Ak el loMe ALY 2o AR =S Apolrt F G PAA K=
1499 A= Qe Aoz Helrh

N

H
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718} B4 W4 A7E AHR A GAAP ETRF 719 7R (LogTA)7} 71gde] Ao Aggle] dlxl=
F(+)e Fre JEhih A 7]%1?% A7 G 7199 GAAP ETRY 8" &R(DivDummy) 9A|
F(H)o FAHAo] e, nF FAFHoR Fodt Aoz et ol dAFHoR 71de F2U}
2 A% By dF3 AR Fog 98 e Ay A B slsAe] o Held

2) EE(E), M2IS), XHTEG) 7HE He 24

o B A7E F2(2)o] A3t ESG(ET - A8 - Aulltx) Zh 35S FESte] IARFEA
£(GAAP ETR) 37123t 8ltt. ol 2t &5o] SAIfaAE HAE JF&Fg Bt Al
17 ¢8xth, 2 3= o} Table 7, Table 8, Table 99l dFei=|ic},

Table 7. All Firms

Standardized
Classification Coefficient Standard Error t Value Significance
[(5)

LogTA 0.069 0.024 289  xxx 0.004
Leverage -0.152 0.084 -1.81 * 0.071
DivDummy 0.056 0.021 262 xxx 0.009
Firm factor PB -0.007 0.006 -1.22 0.222
ROA 0.086 0.117 0.73 0.465
Capex -0.134 0.085 -1.57 0.117
Advertising 0345 1224 028 0.778

Expense
Environment 0.021 0.021 0.99 0.321
ESG Social 0.044 0.025 1.77 * 0.077
Governance 0.027 0.024 1.16 0.247

Notes: 1. Dependent Variable: GAAP ETR
2. Model Summary: R?=.220, Modified R?=.054, F-Value=1.33, Significance=.000
3. p: ***x<0.01, **<0.05 and *<0.10.

Source: &=7]4A M T2 A(KCGS), ol Zal7to]=,

Table 8. Non-Chaebol-affiliated Firms

Standardized

Classification Coefficient Standard Error t Value Significance
(B)

LogTA 0.088 0.033 2.68  wxx 0.007
Leverage -0.079 0.099 -0.80 0.424
DivDummy 0.049 0.025 1.92 * 0.055
Firm factor PB -0.004 0.007 -0.58 0.564
ROA 0.474 0.136 0.35 0.717
Capex -0.191 0.101 -1.89 * 0.059
Advertising 0698 1338 052 0.602

Expense
Environment 0.023 0.027 0.87 0.385
ESG Social 0.054 0.038 1.40 0.161
Governance 0.018 0.031 0.60 0.552

Notes: 1. Dependent Variable: GAAP ETR
2. Model Summary: R?=.246, Modified R*=.064, F-Value=1.35, Significance=.000
3. p: **x<0.01, **<0.05 and *<0.10.

Source: &7 HFZY(KCGS), o Zd7to|=,

AR 2ol U] SAFEAL(GAAP ETRIF} ESG(B7 - 48] - Al 7)e] 97
A1) A5olA 7H el 2ok Uehileh, ol Fh 719iEe] WelAl el £33k RS A8l

mlm
M
1
o
v
=)
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Arke A AAEkE Sl & 7199 #oly ATz B 2 v)E
719e] A3 Addk oib‘l:o] 2 Aoz gol=E). & ESG AFE FAIsH
A d%zi SAFEAEH o) ABYE B Sk, 2 Dol @ @) 5719
L2 ARl WHEE W ANkl ARl e R AR 719 2AEY dEFE
FarZls Ao vl Al gddsd 2480 AF ke Sof #AE sl HojFal glvpa &

Table 9. Chaebol-affiliated Firms

Standardized

Classification Coefficient Standard Error t Value Significance
(B)

LogTA 0.068 0.041 1.67 * 0.096
Leverage -0.243 0.169 -1.44 0.150
DivDummy 0.058 0.042 1.39 0.164
Firm factor PB -0.130 0.012 -1.08 0.279
ROA 0.317 0.256 1.24 0.215
Capex -0.012 0.167 -0.07 0.944
Advertising 1271 3211 -0.40 0692

Expense
Environment 0.013 0.037 0.35 0.726
ESG Social 0.032 0.036 0.89 0.372
Governance 0.052 0.040 1.30 0.193

Notes: 1. Dependent Variable: GAAP ETR
2. Model Summary: R?=.219, Modified R%=.042, F-Value=1.24, Significance=.008
3. pi **x<0.01, **<0 05 and *<0.10.

Source: 3=7|YA I T-ZY(KCGS), ol Zel7fo]=,

S A7 ARG A9 V1] 7he] vl 2] A9 B AV} Fol=s I
upet B FAH R frolatA] @2 AdE sAgt oleidh A= A GG viAE ] T
zfolol| FEE= 71 20 wkshe AFetal & 5 Qlok, ZEu AAIBR A o] AR} nirtA R B
Abg), Atz A 2% SAGEALT o BAE XL Y= Aoz sFolEe] o ds 71A 1o
szlete ZloR geldr

v A7) d e A9 AFE](S) AT WE GAAP ETR /R4 537} t]$ & Aoz Jehyton,
7197 e A AT 2(G) Ao W2 GAAP ETR |4 &3 o 2 Aoz vehyrt ozgh
AR A 37197 AR 7G-S 714 A9 ARI(S) A AR, 719 71 e] A ATz
(G) A% Aol AFHUFE, AT Fiol et o] B} EolAl: 5 2439 o] A7
wolzlth= ghelg zta it

7 FANFE AR A ESG T AS(ESG SUM)S w2 1A 719, 7191, vlalEo)
QAT 719 BRAA 719 FRLogTAVE EAH 02 froldh el e malen, 1A 719 vl
W71 719 A9 WlF o] R(DivDummy)7 feld (el A5 23 Qs Aoz ek,
WS T Aol A5l St wr 2 1dEUE el ¥ o, o6} 9213 S 214 5
NEE AR o Aom Ams, ol wet nrh e A9 JFE 1w shsiel At

B dTe A 28, a2 g 25 o] Bl 42 ESG A4, SR EAS(GAAP
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ETRIZ 243 CSR $53% 24509 7he] @42 Avit 58 7Q4d 2% ot 2Sola
dhelel #A1E WA, T A AT A2 AL ole] F7E 98] CSR B That oA

W7y, gl A ofell, & AFtellde tell Al dF=
A 2% 79 284 42 Ve FEste] 7199 CSR &Fo] A3 nA= %S HES

B Ao Fo Ade vt 2ok A, CSR &% A2 79LFE 2A135]9] FFo] v
Ao Yepston] ol SAXCR fFol3k Zlow yehuth, A, A E RAEr g 2
ox AtelEd e s ] ot 2A|5]Y] e FoF 5o AL Jen FAHeRw fARRE A7)E

2 st iint. ol A niAET|dR T AlSl S dSTH 71978 G| B ol s
A S IRIvE 71| ool vksl= Aojgtal & 4 ok AlA, CSR @55 TEdte] B2
A, A 7193 HAE7I9RE 719e) A AEIS) el sobdas 53] 2A|8]9] AJFFo] opA=
Aoz yepgton], gt 7199 B¢ AT2(G) At meas 2A3Y] AdgFo] YolA=
Ao g Yyt o] 22 A= AEV|QFT 7] A A8 ver dEE oJAEAS Hele
o] Aok A" FgAte] oert o A widd Aer & F des AART

o

B obve] 714 2 FRAL A, B 714e ARG AT dRReR FReke] 21 715)e)
CSR 43t 24155 A58 mamstel & 71909 CSR Azhsh A8l et Ff AFE sk
AZIE shasichs Zoleh, 4, AR/ We ARG 2% 7190 ANTALEH 24 33
Aol ek Aol gl WSt rhAo R BA®E), A(S), ANTRG)E TRt 24T
oA W ol thE HAMsIg AT 2435 JEg SRk b o)t gtk B AT
e et 2ok S ATl Yol B8 AAFEASGAAP ETR) 92 AFHEAE
(CASH ETR) 5 6% tiebat 2459 848 S84 5 thahee CSR 253} 245199 878
234 BTk ol4lgel gt
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