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Abstract

This study analyzed the effect of Corporate Social Responsibility and ESG (Environmental, Social and Governance) score
on information asymmetry from the perspective of investors, who are important stakeholders of the company. For
KOSPI-listed companies from 2017 to 2020, the effect of ESG overall score and each item score (E, S, G) on the bid-ask
spread, which is a proxy for information asymmetry, was confirmed. The results are as follows. First, the increase in
corporate CSR activities resulted in lowering information asymmetry of investors. It was found that the higher the ESG
score, an indicator of CSR activity, the lower the bid-ask spread, which is a proxy variable for information asymmetry.
Second, as a result of analysis using ESG scores for each section, information asymmetry decreased as companies with
higher scores in the environmental (E) and social (S) aspects, while the governance (G) score did not have a statistically
significant effect. The analysis confirmed that corporate CSR activities can contribute to improving market efficiency by
resolving information asymmetry of investors and convergence of the stock market into a state of equilibrium. This means
that the company's CSR activities are reflected in the investment decision-making, which suggests that the company should
consider the investor as a stakeholder in decision-making related to CSR activities.
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Table 1. Definitions and measurements of variables

4o
Y

- 7%

Variable Definition and measurement

WBAS Bid-Ask Spread Carculated from closing price of stock
WESG ESG score ESG total score

WES Environmental score Partial score of Environmental sector
WSS Social score Partial score of Social sector
WGS Governance score Partial score of Governance sector
DVD Propensity to dividend = dividend / yield

PBR Price book value ratio - I\//I%Frie;l T;poilt{a‘lfi;a: ;on

LEV Financial leverage = Total debt / Total capital
ROA Return on asset = Net profit / Total assets

TA Total assets Total assets

VOL Volatility Standard deviation of annual yield
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Table 2. Basic statistic values of variables
Variable Mean St.Dev Median Maximum Minimum
WBAS 0.0032 0.0014 0.0030 0.0065 0.0016
WESG 24.4176 14.4266 21.9367 61.0453 8.7787
WES 20.3910 21.8990 14.2100 68.2800 0.0000
WSS 23.3942 16.9229 18.0000 68.3300 7.3300
WGS 23.8776 9.3649 21.0050 50.0440 15.9515
DVD 54.5211 370.3076 24.2850 107.6600 0.0400
PBR 1.2637 2.2907 0.7846 3.6788 0.2517
LEV 1.7845 4.3876 0.9592 7.6401 0.1558
ROA 1.6461 10.9288 1.9750 11.7790 -10.9565
TA 7.875M 38,391M 590M 578,826M 12M
VOL 0.4243 0.1892 0.3920 1.6225 0.0000
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Table 3. Pearson-correlation coefficient of variables
WBAS WESG WES WSS WGS DVD PBR LEV ROA TA VOL
WBAS 1.0000
-0.2997*
WEG (g 000
-0.2129"*  0.7782***
VB Qe 219 MO0
-0.3107**  0.9047**  (0.5695"*
WSS ((2.2e-16)  (2.2e-16)  (7.1e-163) 10000
-0.1198"  0.4382**  0.3564™*  (0.3802*
VO (21 (7489 (Lles) Gosess) 00
-0.0122%  -0.0284"* -0.0178*** -0.0334™* -0.0216"*
D 0219 Q219 (2219 (21 (22l 00
opg 0908 Q080" 00018 00612 004T2% 00uO*
(2210 (00369 (09368  (0.0077)  (0.0399) (2216
LEV -0.1584%*  0.2032**  0.0545*  0.2651* -0.0038*** -0.0168"* -0.1301*** 10000
(22e-16)  (22e-160  (0.0177)  (0.16e-32) ((2.2e-16) (2.2e-16) (2.2e-16)
ROA -0.0026*  -0.0411%*  -0.0587***  -0.0264™* 0.0234 -0.0462%*  0.2612%*  -0.1660%** 1.0000
(22e-10 (2210 (2.2e-16) (2.2e-16)  (0309)  ((2.2e-16)  (7.67e-31)  ({2.2¢-16) '
A -0.1755"%  0.3564***  0.2515"*  0.3561™* 0.0303  -0.0131%* -0.0874™*  0.533G**  -0.0724*** 1.0000
(226160  ((2.2¢-10) (1.18e-28) (1.13e-57)  (0.1867)  ((2.2e-16) (2.2e-16) (1.7e-139) (2.2e-16)
VoL -0.1386"*  -0.0407**  -0.0554*** -0.0052*  -0.0202  -0.0120"* -0.2262*** -0.0625"*  0.0741***  -0.0797** 1.0000
((2.2e-16)  (2.2e-16)  (2.2e-16)  (2.2e-16)  ({2.2e-16) ((2.2e-16) (2.41e-23) (Q2.2¢-16)  (0.0012)  ({2.2¢-16) '
ek stands for 10%, 5%, 1% significance level in order.
2 Ao A A0 ESG HIUEAS: 559 S5 A3} ARl A 22| JHE HEE A= W
o &8E+= J&Eﬂ AANA A= 1= o Zr] et BSGE] 7t Ropd FA S 24t 8 &
Fd%oltt, 719 ANE Ba) BATE ARAE FE OKWES)S] W4 WAL A1 A vekd u} =4
I FAAE H o] H Rt ARE EgSH =2 AT HOHWSS)S] A4 WAPF ko2 =11, 7G| HA

o E4g
129 24t

719& 4

e 201 WRE 2020872 o]t

2 AN 3

=9 712

FAE A 43}04(95% 4742}) 0.00329]
0.00309] 742k, 0.00149 EEHAE 7Hx]E At
ZQl AEES] FeiE Helrt, Ay
(WESG, WES, WSS, WGS) GA| HFA] AA F(95%

welstol, ARE] AL st 99
T oo Qetert. B4 7]
ool 20% 3
24 27 79674 7192 1,877 A2t

SAY

E 1=(WBAS)=
B,

2521 ESG A4

Z BOoHWGS)S] A4 Maprt 7P e A 2 o; stolx]

et

WA Holl 3}

7= B AEE A7AYD 79SS S5l Al 4

T &2 T FA B o2 QIg H4=2] HAprt
QA HE Faro] Q17 IIH—‘_T'—OE Holr},

Table 3004 & 970 E-g7 ¥ 7 w0 A
WASE 58 F8 W4 3 *0*1414741% ufetsld
Table 464 BEl¥a Wil Baggz 42 ol
Sto] 54 A o T o B8 FRlstTt. 54
H0l Ay Tof| tisto] ESG 74 W ESG 2 Hofe]
A4 BAH R GOlR 2()o] AUTAE Hert

%7k woje
Ehdle] njet, 2t
B EAE

2~ Abatk

— ot

A7} A2 Golst BA) ghe
5 7H AT 7} 27
H]—}\ﬂ /R] 7]

o= A A o 2 FI|E FH o] Ao 7| 2}
27 % Ab8] Hofoh th2s]

71 ATl

L -

@ spofA



ESG A E7F B2 AR At of] nA]= g3k 1123
Table 4. Variance inflation factor analysis
WESG WES WSS WGS DVD PBR LEV ROA TA VOL
Modell 1.1601 1.0036 1.1493 1.4374 1.1066 1.5444 1.0540
Model2 1.6049 1.7951 1.2360 1.0038 1.1540 1.5066 1.1107 1.5577 1.0566
Table 5. The effect of ESG information on information asymmetry
Variable Model 1. Gross ESG score on information asymmetry Model 2. Partial ESG scores on information asymmetry
Coefficient t statistics Coefficient t statistics
WESG -2.202e7® -11.090
WES -4.474¢70 -2.980
WSS -1.564e™ -7.253
WGS -7.695¢™ -0.238
DVD -9.621e® -1.252 -9.878¢% -1.287
PBR -2.104e e -8.057 209504 -8.018
LEV -5.735¢7% -4.253 -5.294e% -3.825
ROA 4.060e™ 1.078 4.281e™ 1.136
TA -1.477e5 * -2.003 -1.494e5 > -2.021
VOL -1.044703 0.1892 -1.004e%3 -5.374
Intercept 457570 47.932 44740 w 41.024
R-squared 0.1522 0.1551
F-statistic 49.3500 *** 39.4400
p-value (2.2e1° (2.2¢10
Bid-ask spread, dependent variable, used as proxy of information asymmetry
sl Wpd AR S Eelsk, vsaAd Aol GolAo] Eo Aoz Sl et 7| A
AL QA== T 32 SR1EA] (ot Z(G)2t 2o E Afolof= Fofgt BAZE FR1EZ]
2Tt
3.2. 7H443 FAAFA 7199] CSR S50 2 I3t BSG A4

F7He A} ol 3 Ao 57k Aolg Fstl
a1, o] A= 7199] CSR 2] mi=Atet o=zt 7F 7
e 9 F2 olas) Ehe A SR 0
ol 71 @75 RATE g 7K1 Ak 2
Folt, FEHE= HuEH ESG $47} v = 87
202-1, 2-2, 2-3)¢] AZs AW=S Holzr}d oA @) FEIG AR FEY A4t w255 B2 T
Model 19] £4] 27} ESG S8 guviyol g SR ROVIS GAE WA, o= HA 7H
) o] Solel S0l el mAL p 21 2-28 AASKE dselek. 2 B gmihy
O S1elS|olE]. Aol oo HAg geme qus ) A8 AEE slwsh, A8l(9) o §o50]
shol A% Model 29] £4 23t () Hopot 4 L0 BHACH 70 UERAT, of= el et
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