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Abstract

Purpose — A growing demand for sustainability reporting has
placed pressure on firms with non-financial information that
affects firm valuation, growth, and development. In particular, a
number of researchers have investigated various topics in
Corporate Social Responsibility (CSR), non-financial information.
Prior studies suggest that CSR may affect corporate outcomes
like corporate reporting, financial performance, and disclosures.
However, the results from prior studies are not clear whether
CSR affects corporate outcomes. This is partially due to the
measurement issues with CSR. In this study, we examine
whether CSR affects the quality of corporate reporting, one of the
popular measures in corporate outcomes. We find an evidence
that CSR positively affects the quality of corporate reporting.

Research design, data, and methodology - In this study, we
collected a unique dataset of CSR from MSCI. Total 169 firms
listed in the Korean Stock Exchange from 2011 to 2014 were
collected and analysed with the detailed CSR reports. Using a
correlation test, we found a weak association between CSR and
the quality of corporate reporting. However, the regression tests
provided a strong relationship between CSR and the quality of
corporate reporting after controlling for other variables that may
affect the quality of corporate reporting. Additionally, we
calculated the t-statistics based on heteroskedaticity-consistent
standard errors (White, 1980).

Results — Before we run the regression test, we sort the
measures of the two dependent variables into each rating of
CSR (from AAA to CCC). The results indicate that the quality of
corporate reporting measured by discretionary accruals and
performance-matched  discretionary  accruals  monotonically
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decrease as the CSR ratings increase. This supports our
hypothesis. In the regression tests, the coefficient on MJDA
(PMDA) is -0.183 (-0.173) and significant at the 5% level. We
can interpret the results as CSR affecting the quality of
corporate reporting in positive ways. Other coefficients on control
variables are consistent with prior studies. For example, the
coefficients on both LOSS and LEV are positive and significant
at conventional level, meaning that firms with financial difficulty
may harm their quality of corporate reporting.

Conclusion — We found an evidence that CSR is positively
associated with the quality of corporate reporting. This study
contributes to the literature in various ways. First, this study
extends the line of CSR research by providing additional
evidence in the setting of ethical behaviors by managements.
This is consistent with the hypothesis and supports the results
of prior studies. Second, to the best of my knowledge, this is
the first study using the MSCI CSR ratings. In contrast with
prior studies using different measures of CSR, the MSCI CSR
ratings allow us to provide in-depth analysis. Third, the
additional measure of dependent variable (PMDA) allows us to
improve the robustness of our results. Overall, the results
provided this study to extend the findings in prior studies by
providing incremental evidence.
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A2 7lgel 2Fga=el 2820, 1 SN MFELS
sistl 1 2¥ecls 2Mst=H S2sitt

2011EHEE 2014E7tX| MSCIOA EZt5= CSREME HE
goz 1697 B=7|gs 240 EESIRACL =421 CSRut
B0l H 70| Yo BAE Y= A2 IEel &
AHLZ FOlSIRCt HredEEAZMoME Mol Feldol
LIEFGX|S, CHE SHE+SS =gt sEM0M=s & 7HK
SHts BF SANH2E Rolpt ZuE =SS 0| Ziks
CSRO| 7|¥ggrne| o 37852l dgks ofkicts A7t
= XXt

ol2ist ZUE HIgez 2 =2 Ol Z2 SFOl UL
Hm, 2 A7 dyATe AS Yot CSREH HAAT
=2 3A Feol-ti2[el of2of 7|8t 8
el A WEOIRY Z|He £ gElFoHel #Pez L
o] 0N = A= B2lHQ BFe A7PSS LHS JHEE
2o, dFZnts HEE XX St dyAT FoHel
sHs otk =M, 2 FT0M AREeH MSCI CSREIIA H|O|E
= OFF HAAT0N BO| AFBEIR| 42 CIO|HZA 1 =3
BIO| A0 H[siA YRSt 2510, CiYot 245 Its
St ShELE W2 dAPTS2 KEJ Indexs0f|o] HYCFTS
7HX|1 CSRgES HotaLt O YYo= 4E3 oS 7t
K| QUL (Choi et al.,, 2015). MSCl= CSREH0|| UM XA
oz Mot 7|ez 1 40| JUH22 =20, 0| 7|20
M s CSREEM O MRTSE 242 = 72 Zat
SHUES CEECh AW, JusS +YELRY SS 0[&510]
dddTol 2MES o B oIt MRENS| HE &
Fots 0|2 o] 7HX|2 57 5 AW o2 7| 3
YHS SO0 AFZNe| ZdHds LA 227t /ULt
= =22 742 b3t Z0h 280 2 et 20| )
HAAPE DHSL, At E 2ot 3T BEd
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ZIE MAISHL, 5T 22 S AIMEE EESTL

2. M#eI 9 Ao

7ol At2|MQAU(CSR)Dt st A= Aleleh, A, ddst
SOIM BO| CHROM 2ACt 55| ZE=0|M= CSR1t 241t
of 1 %X0| EZEE|0JQC} (Choi et al., 2015). HjBAIH= ==
0|92 CHHsHe BHEKZE 7|YIHKIE Ade 8% /aax &
StLIO[Ct CSRut IHF/dutel #EHdE A= A2 CSRO| 7|
20l OjX|l= S AHoEEs 71 7[5 SYHo|7|= ik
2 MAUTSO0| CSRO| xfFEHI0] OXl= 3H 32 F-9
gdek2 MAIStD ATk ojXE AFZIIL SEY UG o= Bt
getoz AENY| 2= MENOICE ETH A A 2EM EH
CSRZ 7|go| HdEM™eo|Lt dYES 55 &FstL U= L
o2 87 9L} MatM, CSRE 7|9i0] RE ZIIE, 1 ZO|ME
4EHNE Ut MEED0E Fe2 ORCte = = Ut
(Kim & Venkatachalam, 2011). & XA~ CSRI} oi3| 7|QE

g32 #AE ChE MYy SS L8sln = =22 7HEs &

MHSTSS CSRI 7|@HYETY| BAE FYR J|3F
ool PHOIA Hystn QUCh J||FolN BH2 Folr
O[Z0A 7lolste, Ol AYA tlalelozM B 4 U KR
Mol @Eo= CSRZ ZFUCn & 4+ 9ot s S8,

Petrovits (2006)2 7|@0| AB|delztEe SojM H2HNE @
dotth= Ag 2H5IYL, 0[Yo| ozt Bt 7|¥ &2 CSRE
S22 MHHZ ZFSY 0|AS 7T A2 LHSIRCE E
St Prior et al. (2008)2 AP E110| Eit CSRES7HO| S(-)Q 2t
HE YHSIUCE Ol= CSRO| R HUE Hstr| st TEf
o2 O|8L/el, Xl CSREEES SillM 7|PZEEED

o HZ AAAZICHZEE o|9dxdEE FT7HAZIChe ZE20| &%
SiCt. B2 Kim & Venkatachalam (2011)2 AFAAA(FIX| L,
EHf, =& §)2 7|¥E2 22 CSRES0| 7|YEYEn9|
AHZ SHA7ICHE AEZ YAHSIRICE 0= CSRut 7| PP FEENQ|
A AOlo +)el EAHTE U AS EAFLL SHXZE Kim &
Venkatachalam (2011)2| Znt= AfiArRIo 2Ot SEEE|0] QUO|A]
CHE ZE MYPo=o Yutslol= 0{2{20| RULCL O|HEH A
TO[Ae] Y2 CSRut xFETol & 7H| HAEXZ #= 8=
HAE E2oj=1 QCt Ol & 4 =ust o|22| MEO|LL O B
2 o717t 2€e%ts EoEL.

2 =22 7|%2 CSRE&E1} 7|YZFEA0|9] HAE 22|
A OAEOIM Moo oA g% ZIR 7|FFoN =2
HMENOl BENbE 22|, 2 HP0ME CSRESS FEXe &
/™0l WEZo| S7|F0{2 7HFSIC). CSRut 7|P4EENE A
&2 973 S0|= Chih et al. (2010)0] Ho| FYUSHA 7|HEEED
o| M52 YRS CHEQUCE o) 719 HIO|HE =ZEdt
of =7t EMES HEEQICH: &EO0| oL, B2 I7HA
Ql X}o|™O0| CSRe| H3tE ZHHSIX| & & = UCH=E HHEES 7t
X2 QUCh ZapMo=Z Chih et al. (2010)9] Ht= =7tAQl A
IHE HMASH| BOh= & 4 B2 o282 U=EStn e, 2
L£OFE0 3HS 7|0SIRICE CSRe| 2|l AME AmE
MAALES E20| Z2YS 20| O|ZXQl HO|Ct CHEXN
ol eI Jones (1995)9} Phillips et al. (2003)2 £ 4= QIC}.
Jones (1995)= CSREEZ &S| dl= 7|YPE2 22 L2 df
Of 3iCt= S7|20E 7HX|n el, o= Z|XA0f 2EA 2
ga+g O|XICtn 2 03GCE Phillips et al. (2003)2 CSR2ES
St= 7|YE2 HONo=Z 22 Y2 Hjof ol YRld2 i
1 el ol 79 #E52 ZWSt= At HWESH(Standard
of Behavior)& M sCtD 21 QICt O]= CSRO| 7|o| dMEX}t
Mo dek2 0jX|H, 7|ge XFTdu=20 7|YEFEn0s I
2 0)Fctn & 5 ot It 2 dE CHEar 22 7HEE2
AL
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StA MAleH A7t GICHD Sz 0| OLCE O Foff 2 M
HATLESO0| 0|83t CSREF Hut2E FAMZ2X[(KEJI Index)
2ol HYORE & = UCL ANEX|+E 0|8%t= 4% 9+
HE9| =Xt= BO| E0d == UCL SHX|2H X|o= Qtoj| AL
BtE FEE| W20 E27|YE 7te| CSR&EEF2| XHEMH2
2{SHX| @i= CHEO| QUCH F, AZSEA0| Uof o|EHA el 2|
= EEste 227 ULk ohH, MAHHLS0| 0|8 =
o2& oFV7|YX|HFERA HBSt= CIO|HE 0|83

RACL SEX|ZE O] LlojH & XotAel SETtE MSsta
OFME M2 S 0|80| &O[SHK| RSttt oHAI7F RULE
INEHoR F40| e FXA2Y Morgan Stanleyo||
{4 Ht7t5= MSCI (Morgan Stanley Capital International)d|
LHSHE CSREZA EIMERE CSR 35MiE ZHGH0]

0 ZE3%IC) MSCI EnMo= 7|gEE H™MEHEQl CSRET
2 AAARE CCCIHX| EHAEZE 2OoECL Est J|HSZAPEO
7|xX7t El&= ESG [2H4(Environment), A}Z|(Social), X|HjT7Z=
(Governance)]Q| ¥ HIIE+~E HEZE HIea SAO Y
B SZQH @S EUBHC} (Choi et al, 2015). MSCl= x|
M NAXSZ 3,000007H2| 7|¥S 2A5t0] 205t o, 1
S0 =782 10004747} =B O{QICE (Choi et al., 2015).
2 A0 ME 2011HEE 2014EH77FK| MSCI CSR £ = 11 A0
ZE FUW7|YES 2Isto], CSReHs Myt 2= & 1697y
o] 7|¥-¢le XERE EEV|YPeRE MEIReH, & ATl 5
H0l CSREE J1te| ¥ MSCI ESG HIts20| 7|=38td
H7l S20| X422 AAA 7|Y2 72| 72, EISHRIQ! CCC 7Y
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2 o170 Fauaol JjUEdEe] He HUsloM S8
T oE TN wUUS 08SHUCL M LS Mj2ET
Ho myislojls wuLS XNl BRI HIKTHe 2o
2 Lpof ZyE ol Yool XHS ZFss WHOILL 5
TR LMAO| ETHe S maxtol Yomel £Fo| Bt

| =
A2 SSoiH, Ol dYEo| HO| RChe Ag oOlst
(Dechow, 1995). Jones (1991)7} Koz ASHAMEOQ diHS
M A|SHH D, Dechow et al. (1995)7F Z¥H&S
& (Modified-Jones-Model)S& 7{&sSHRICt. D
FHEARHO| 71 Q0| M0[7|z SHX|Tt, ZHY HAEE ¢
10| Kothari et al. (2005)0] HA|St &t ChA| 2R El MOl 4=
HEA DY (Performance-matched Modified Jones Model)E =7}
2 SMOIECL Off <A 1>} <A 228 Sof A, olz#R
2HAE FHE OHE, FEE A+ 28510 JHH7|Yo| H
T2k~ 2rAioi(nondiscretionary accruals)2| Z|CHZfS AHlAtsh =,
Tadoto| M HITHZEE wlllol T|CZh2 XtEst il(e)E 01Y
¥ BPXE Z8SHUCt |olojst MREEDO| HZ FHFH|
ot AYE, AZE AsFFA| BEXTE MHAHE 107 oA
EX5Hs AHTtE 2A0deE ZelstRICt

TA, T (AREV.— AREC,
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Ay A ' Ay
PPE,
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MJDA, (%3 PMDA,) = o, + 3, CSR, + 3,SIZE,
+ B,ROA, + 3,LOSS, + B, LEV,
+B,CFO, + 3, MTB, + 3sLag TA,

+ XIN D+,
O7|M,
MJDA, = £ ZADH(Dechow et al., 1995)0] 2|zt t7|
Lo o]xg
PMDA, = §0txH Z=ARH(Kothari et al., 2005)0f 2|%t t
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ROA, = t7] BXHH0|E(=E7|20[9] / X4

LOSS, = 7] @7|aad LA s|Atel B 1 OfE 0
LEV, = t7] AH2|XIBISEESH / SXH

CFO, = | EYHISEHIS(=YLHTSE / 7|BRHY)
MTB,; = 7| ¥RIXHAIZIIAIBIZ(=A7HEY 1 SxH)
LagTA, = t17] SLYH(=(T7| &7|201Yf - T7| L

2B 7| EBAH)
SIND, = eie Hojus

g = TR

2 d79 &ML o =A% (Dechow et al., 1995)1f
MR Z=ADE(Kothari et al., 2005)0.2 =ME XY LA
oHo|nf, S CSR W7t S3JO0|ch Eoh, X LMoo
dets 0/ =+ U= 7|8, SAMU0|YE, S7|=2H0R, g

HZ|X[HlE, SYHESE, YRIHIAIEZHREE, T7| T2
HE SHHT2 ZSIACH

4. A}

ATt S FBOH| Pl SEH-Q MY YA SEH
+0 CSRSg2 CE SAlEset &/ 2fE4S Al=siACt
X <Table 1>0|M B39 7|&8HEs 20ECh O7[A
CSREHZ HMQIet 2 #=to| Xgel 1% Z3HR| 1%E 7|I&es
A 24 Al MLt ol SEXZ Qs 7|=SAHE0| A=
2 7tsg0| EXot7| MZO|tt <Table 1>5 23, CSRO| &
= X&353¢ CCC12lgt FO)FE AAGLlEt F0)Ql H2= Lt
EHICh. MSCIOM XNE3t= CSRSE0| IHH2z Az+Hof
80lgt 7|US0| BE=7|gel fRE Ot & A2 OpYL|UCh
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<Table 2> Correlations among Variables
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X|X|StCt. SIZE £ 0=
7|9E0| 27} HmH

<Table 1> Descriptive Statistics

H

ZutE 20 FELE CSR

Variable Mean Star?da_lrd Median 1% 99%
Deviation
MJDA 0.009 0.055 0.013 -0.144 0.147
PMDA 0.001 0.056 0.006 -0.182 0.140
CSR 3.418 1.544 4 1 6
SIZE 29.674 1.352 29.794 26.358 32.973
ROA 0.043 0.086 0.025 -0.089 0.705
LOSS 0.129 0.336 0 0 1
LEV 0.579 0.215 0.575 0.143 0.932
CFO 0.064 0.073 0.059 -0.105 0.257
MTB 1.486 1.127 1.095 0.358 5.731
lagTA -0.014 0.059 -0.009 -0.177 0.127

MIDA : discretionary accruals(Dechow et al,, 1995); PMDA : performance-
adjusted discretionary accruals(Kothari et al., 2005); CSR : CSR rating
1(CCO) to 7(AAA); SIZE : natural logarithm of Sales; ROA : return of
asset; LOSS : 1 if experienced net loss in year t, otherwise 0; LEV :
leverage ratio; CFO : cash flow from operation divided by beginning
total asset; MTB : market capitalization divided by owners’ equity; lagTA
: prior year total accruals divided by beginning total asset

(1 (2 (3 4) (5) (6) (7) (8) 9) (10)
(1)MJDA 1 .986** -.125 -.060 -.020 .150 .200** -.057 .032 -.044
(2)PMDA .964** 1 -.143 -.040 -.017 151 .195* -.054 .020 -.024
(3)CSR -.142 -.153* 1 .260** .067 -.093 -.149 .183* .026 -.044
(4)SIZE -.048 -.032 .248* 1 -.092 .027 .079 152 -.320** -.135
(5)ROA -.120 -113 .109 -.108 1 -.324** -.349** 465** 468** -.052
(6)LOSS 41 .162* -.100 .017 -.581** 1 221** -.153* -.135 -.066
(7)LEV 144 139 -.138 115 -.694** .239* 1 -.429** -.292** -.045
(8)CFO -.077 -.089 A71* .082 .582** -.156* -.456** 1 424+ -.428**
(9MTB .043 .030 .035 -.309** .594** -.126 -.381** .488** 1 -.079
(10)lagTA -.050 -.027 .000 -.139 .053 -.077 -.068 -.434** -.103 1
<Table 3> Descriptive Statistics by CSR Ratings (Selective variables)
. AAA AA A BBB BB B CCC
Variable _ _ _ — _ _ _
(N=1) (N=15) (N=29) (N=41) (N=28) (N=32) (N=23)
Mean Mean Mean Mean Mean Mean Mean
(Median) (Median) (Median) (Median) (Median) (Median) (Median)
MJDA -0.116 -0.027 0.007 0.012 0.008 0.016 0.025
(-0.116) (-0.014) (-0.002) (0.015) (0.023) (0.019) (0.023)
PMDA -0.033 -0.036 0.001 0.003 -0.003 0.009 0.019
(-0.033) (-0.034) (-0.002) (0.008) (0.005) (0.011) (0.019)
SIZE 30.144 29.542 30.026 29.983 30.050 29.632 28.344
(30.144) (29.384) (30.064) (30.162) (30.076) (29.530) (28.332)
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<Table 4> Regression Results

DV: (1)MJDA DV: (2)PMDA
Coefficient t-statistics p-value Coefficient t-statistics p-value
Intercept 0.002 .042 .967 0.022 -.260 795
CSR -.182 -2.300* .023 -173 -2.181* .031
Insales -.011 -128 .898 .007 .080 .936
ROA .063 .668 .505 .071 746 457
LOSS 159 1.986* .049 .158 1.961 .052
LEV 181 2.032* .044 194 2.181* .031
CFO .022 199 .842 .043 .380 704
MTB .087 .910 .364 .066 .684 495
lagTA .003 .035 972 .024 .268 .789
Industry included included
F value 2.499* 2.117*
ADJ R? 0.125 0.101
N 169 169

* ** indicate significance level at 5% and 1%, respectively. t-statistics are based on heteroskedasicity-consistent standard errors (White, 1980).

<Table 4>= = 72| 7HdE ABY| 2l CHE2H=M2
(¢]

=

Zntolct. &Ml MY EMole EIIX| wHoZ £
IHEMO| ZEIRACE A =W S| HEM2 SHEADYE ALE
SO, & =N 3|HEM2 YIS FHEADYS ALY
C}. <Table 4>9] 2H (1)2 MIDAZS Z4H4Z ARSI%on =
2#H==0l CSRQ| 3|HA=7} -0.182 0|1 5%+F0|A SHHES
2 o3t Aoz LtEfCE 0] Zit= CSREE0| =245 M
A dbdollol ot IF2E oOlsitt. &, CSRut MREENS| H
7ol o] EA7t Qote 2 a9 JHdg SlgtEsiEnt &
HR 249 ZAut: H|X3H Z¥S 20|10 QICh PMDASE T
=2 23t 2Y (2)0A CSRQ| 3|HA== -0.173 0|1 5% ==
Zo|M EAXECE Qo8 Ho=Z LIEIICE Ol= =Y (1)at &A
o=z Fst ZIZ, CSRut MEEDO| FH Ziof= 9| A7t
QCHs 2 9o JHEE SIgHAglEL) O Qo= LOSSet LEV
7t ¥o| A2 SAFSZ Rop ZIWE LIEMHCE Ol IHFEE
o] Hup pHAEl 7| Mar U Exjeaso| Hdatnt #Eo| Zoh
HEMoZ ofgif MX|o Us 7|YS0| oY= & K20]
O Bche MEATFS| ZANE LA HBeneish, 1997).

= g7s 7Y MeMY(CSR) &30| 7|¥ESEno ZHof
= OX[EXIE 4ottt 2|2 CSREE2 7|gel tiuel™

2 oals B3 len 1 230| 7(Yol ojXl= deol
O§74X|22 QUCt (Choi et al., 2015). MAHAASS
=2 7|Yel CSREFa 7|YZ YA 2HA
2|5 2EHOAM ZmEUCE BESHQ F-Ci2[el O] 20fA
l= YRt 7|=IFo/y =2 THEfHel 2gate 22|, 2
|ME CSREtEs Bt 2|4 d&2 57|F0=z 2t
t. Jones (1995)= CSREEZ Y| o= 7|YS52 =2
f olCts S7IR01E 7HX|2 RIeH, Ol ZIY¥AH o =
k2 O|XICt 2 0SHRACt Phillips et al. (2003)2 CSR

om Ho hu og
5O

Ho
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b

oXme 44 re b nn X @ |o oR
o)

1% mo rot 41 &

2 o
0Q

B2 ot 7|YSS TANOR g2 US sof HCts YUY
2 72 el ol 7o Ess ZEdts XN dsHH
(Standard of Behavior)S HESICtD 210 QUCE O|z{gt MAHL
£ HEOo=Z 2 93E CSRO| 7|¥dgeno 2EHe Idgs

]

|Ette 7HEE 285Ut

2011HEE 2014E77kX| MSCIOAM Z7t5l= CSRELIAME Hf
o= 169742 E=27|YS MFo0 HdTEMS HABIACE
SEMZ0= CSREFO| dutet 7|PFSE1N0| & Aojof= &
()2 2AZE Atks AFIHEE XX|ots A= UERTE F,
YETAZA 2 F2M0M CSRt ZFLE19| FZX(Q 0[9
ZFUO| g2 BAE 7K AR UEH2H ANz 7O

OF

L1 o
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