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@34 re 0 A2 158e Juge
gL 2o 2xjAE
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%H(logistic transformation)<

3tn B A

A7 | 2343 33 | AR 34
A #A
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+ Bg * HH A (¢ +1)
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Paton, 2003; Orlitzky,
2003).

4 AWH AR 2WdQE 349D,
87 AE2E ROAZ &4&add. EvleQe o
3 o] Ak

Schmidt and Rynes,

(BEFFAA B AU LR 3

el AR

TR A

Bl =

o) Aol gs) Astd EVQE T 7Y
o 7}AE wdste N F2 A 9 EXY
QE & 7ol Efstzm Sle A ATHAE

I YA EoE e g BaT aslH A

Au] ol s 7]ge] Efdtn Sl ZE A
RS AA 2 AN FYste | Ev HEE E
gtk BERlQUt ¥€4E AT o] Bo &
Hog AY=Hn AAAM Bt feld A7IEE
R deE ‘ﬂt} 71940l ¢dAIA 7 ¥

= QNS mgHoz
ot mey "372}*30] 2 AW B4 & 7
$ X Ul Bl 59 REAE B 7
I e AF, 7199 AR Akl R et
of Wl FA U EXlNQE A yeht
A gk SHAT A AN &E A2 AL
B Yol FE7] " A B2 d7A S
Aol vehd AHE ARIEA] iy A7
H&S 8352 ARl 4tH(Chung and Pruitt,
1994).

ANAZ7H] AR EY EVQE NHRAE S
Aepr) A Wy @ol AMgEe AoEM o
7B AHE Adn ik AA, A AR}
FFEA Boprte A &E& Ao Y

A g b, A7 AR EE )

ZRE.
TT=
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g whgdcte Aotk E4, ARA ARE
Aol 77132 5o A 2Ro 2R E A
F7) W&o A1 AFztold] i AHAY
BlaE JhsetA the Holth MM, &A A
ol o w2 AR7EA] A FE JldEE vl
FIg Mg ske ST Afge Holo

37 AHAEZE ROAE 38Ut ROAE
ol g Faro R UiE ol V1A 3

g izl Al deolde AHsted, o
olfre Bl dE AHER BE 719 2A
deFde J& o H& Edolojol} EEEL F
g gavh wdd  5l7) gt o] AEE I
ARA 714 *JT%QI A 2N WF 71 e
AN BAHE FHol A, 7199
AR o nigle FEE AF Foe

A3} 7129 AZATEHY vng A AHE-st
%tHCohen, Fenn and Konar, 1997: Hart
and Ahuja 1996).
EAWE: B A7 3RS AT 2
3 #uel4, 22ln 71y
FolA ¢} vpzbA = EA)

RIZE ARSI &

A 8ol Sidt. 2
27198 vd 24 Jhed
Bol Efstn ol mebd driFes
2739l Eﬁﬂ FAegol o wvu &
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B2 At d71ge] FaTRe JdeEy @
2R o w4 debdte FEIMANE T
Aoz AAHAHHA, 2002).

5, 7195 (firm specific)? 9884 (risk
factor)E EAIsH7] 93l 7129 A7E(Waddock

and Grave, 19977; Mcwilliams and Siegel,
2001)00A &7d et A7 B0 Sle A
o2 #odd YuAE BAUSE AT #)
HAe 549 FH7HAE ALY Z}Tﬂ’i]
Z UE ez 7199 AIEAe] Adeds
BRI el tig fE&AH = w3 7&??—*‘ A Fg
o o] Hl&E AR BAY e e ¢
HA 32 (McGuire, Sundgren and Schneeweis,
1988) & 7199 AlAE Aadz 9FE viXe
Rog 2lA glo}(Waddock and Graves, 1997)
2 dFdA FAEgd X

Ao R AGIEAdC e 9%
At Ade] g tind
gk, vl SR IEAdER AA
o2 FHE8Y, ﬁw"r g 98g, Fo] %
e, 9FEY,
a4 9 714, A7 % %174 a83 98FY,
F4u 9 7le AzxYeR BT 9/ AR
Tar }04 ATt dutdle g Mgl wel A
743t #A e g A s} &
o= ai’ix] Adet. dE B0, AF At

2% RS AFaY HAAE A9l 7
BAAF g BNL WS Adn & F
(Mcwilliams and Siegel, 2001). I
A 7199 #AAAHAIL wf T8 A ()
o, LAY Y, AFAA F)ol
g},
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ZUstoi H33A HM5E 20041 108

7|°‘—l BAMnel MRYnte) A

3.3 AZEY

Age B4 #9RHeI £48 1996 R
B 200097HA& 71& (3717, 1) 22 sta, o
Ao 199255 1995374A19] 49 A]7](H7}ol
A717E, t-1)9F o129 2001394 200237149
2L=1 A71 (7o) 3717, t+1)E el Al 71te

AAstd AAstd e, old met 743
Exﬂ AFSE BV EE A6 282 4
W d&EA 8435 ot o] Rzl 1674 7
ot

v. 24 21
4.1 7155

(16770 719)¢ #34AQr(HdB)e] 9=l
NNeEA%SE BAFt od AE EW, dd
KEJIZ7} 718k 7199) #7F 88 ¢ 4 ok
AR HEHFE T BF Ho} o] F
o]zl 7195} Holx 1/d% o] Hrbrt o] Fof
2719 2% 53AA T4 Ateld| £XFE & +
A1, 58] 200089 #AAHHFI e A=l
Hg] A sS4 Aok AT KEJIZF
ZRste 7199 BAFETE TY AR MY
A wlwute] S|zt 17 wWEo] 20003
=9 A sigto] VA EY FEAFEF0 HE
Amol va) £ ol Uehde Anetn B
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(E 3) #iol 7lesA

(44 A)
dE  EEF @@ ER®A Adg 3NEe 3A4 aRds A4
1996 320 6.127 1.477 11.219 7.069 5.909 5.087 0.700
1997 348 6.840 1.498 12.081 7.495 6.620 5.904 1.814
1999 231 7.441 1.022 11.700 8.150 7.150 6.650 5.450
2000 282 5.295 0.571 8.150 5.500 5.400 5.050 3.700

(4 B)
dE  EES 37 EFUA A 3Rdr 395 aude dad
1996 167 6.231 1.397 10.184 7.143 5.909 5.164 2.774
1997 167 6.872 1.381 11.483 7.496 6.620 6.108 2.785
1999 167 7.575 1.066 11.700 8.150 7.150 6.650 5.750
2000 167 5.288 0.609 8.150 5.400 5.050 5.050 3.700
(E 4 46 A48 34395, A4 3 FH1996K 8 2000d7H4, 19989 A 9))

3}, a9a B4 WE(ENEQ, ROA, d¥en o #3434 BRE vedd g3 AR

BP)Ed U JlE BAGS AUVAS Bl Aud FANSEL BAARY WA} ol%ol

o7l B4R P TR 95 4 A7l He] 71719924 E 19954), Bz

(& 4) @g0] 712SH U An
W & | 97 [EeUa] A0 | 294 | Ak EEE
oh AR 6.49 0.82 9.55 6.34 4.94 <] b ch h
h BExl9Q 1.02 0.25 3.37 1.02 0.37] 0.125
7kl A7)k & ROA 0.07 0.04 0.26 007 -0.09/-0.011 |0.263"*
-7 jen AR 0.63 0.14 1.05 0.64 0.21] 0.286"** 0.023 |-0.165"
AHA9) | 3145.79110018.98 [122720.17 | 840.81| 83.67 | 0.648"**| 0.097 | 0.067 | 0.266***
th EXIGQ 1.23 2.08 33.10 0.86 0.24 1 0.043
BA71% |@ ROA 0.14 0.85 16.19 0.05| -0.11]-0.011 |0.231*
{t71) & dwelA] 0.61 0.20 1.86 0.59 0.140.108 | 0.259""*| 0.323***
AHA4) | 6110.94 [19939.98 (222569.81 | 1343.67 | 199.65 | 0.541***1-0.209***| 0.044 | 0.140"
b EdldQ 1.14 2.17 32.79 0.75 0.16] 0.078

Bk 717k &) ROA 0.11 0.47 8.53 0.05] -1.13]0.319*** 0.090

(t+171) |ep AR 0.53 0.37 5.16 0.49 0.09 |-0.030 | 0.289***-0.032
AAHG ) | 6730.63 |23808.08 |311795.03 | 1440.03 | 190.61 | 0.557 |-0.176** | 0.258***|-0.088
(Ade 2202 A% F 7ld drSel FBAFE ALY

* P<0.10: ** P<0.05: *** P<0.01
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A7 Bt Az (t-1) e AFEH MsFEDY
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ZoM BAHCE BF F9HA B (+)9 9%
T oAe Aeg UrEP;kE} FARFES A9
T EYAA B } tel A% &
7HA 1 EMFJZH do AFgs 7HAE A
S B & oo d@deAst 49 @E dehlie
2 Modigliani® Miller(1963)7F A A& ti=
71l BA4E ol A E4EF AA AU L
Aetn o] 2 Qe AEH|Eo] Zadte 7Y 7HA,
= gt Fvkste RAojgta A4 E 4+ st
(£ 59 AN Agde FrPIRM) F¢
AR HHow FFE V9EY A
b FGriel 3 (t+ Dol AR o

(E 5) Mol Cist BAMDe| 3j7iEA Ao

(2

C:) (2g 2)
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e
&

EXAQ(t+1)
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o s

A

tak A %A

3.912
0.549
) -0.359
t+1) 1.357

4 o gt | it
o> ool e | ot
o ox
T8
= el
4
<

2.250"" 0.579 2.440**
3.090"** 0.091 3.780™*"
-3.350*"* -0.059 -4.000***
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q |

po -~
g 5

+
o3
i,

3_28**‘
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BHA Aienzt FAESE EAEUS )
p<0.10: ** p<0.05: *** p<0.01
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derdg sinlgt me $434

Aol 2719 AFPIE H F& A

A Mol 7124 EA] Bed.

Foud 23 A Frlelanzt-De AT

A7t H77|17HE) ) $A RS
A AFste Jog §¥Ene

o 9% o))
(E 6 1}

Eht gtk R ARG} T 7190 B2

A n BREAE © Bl Fo2H

TR &
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$A49HHE7 o w2 Aol A WA 24
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(2)elHs} 2o] 87 Aol g
A7 Ag A5 ATARE
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=
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I H717} o] Fo
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23 39

Uehtn, ROAY Hage 10%FTAA 248t
Al(marginally) f22¢l Aoz vyt w2t
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HE B3nsA g1 AT, H7t o] R ¢
o]Zo} 7]7H20019%E 2002d7A]) e Zo]%
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By 19953744 2dog dAsted AFga
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Ade) ARgE BR8N 2 BT PAX
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32 4¥deAE A% ARE HAFD ok
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(E 6) BHMDl0|| st HRAMDLO| 3|74 Zn}

(28 1) (28 2)
Sy A4 1748 A4 tk
AA -1.499 -2.110* -1.753 -2.450**
E¥eQ(t+1) 0.131 0.610***
ROA(t-1) 1.920 1.870*
AHH(t-1) 0.414 10.580*** 0.423 10.980***
#H 2 A (t-1) 0.598 1.670*** 0.650 1.830*
RACES 167 167
Pt 13.26*** 13.81***
34 Rr? 0.453 0.464

(2E 2YolA iy}t gAESE TEHEUS)

* p<0.10: ** p<0.05; *** p<0.01
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The Relationship beiween Corporate Environmental
and Financial Performance
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Hun-Joon Park* * In-Su Kwon** - Hyun-Han Shin*** - Ji-Woong Chung

Abstract

There has been a decade-long debate on the impact of environmental performance on
corporate financial performance. Previous empirical studies that attempt to relate
environmental performance to financial performance failed to find a consistent relationship
between the two variables due to problems in methodology and/or limited availability of
environmental performance data.

Proponents of environmentally friendly management contend that efforts to improve
environmental performance induce firms to make technological innovations and increase
activities that enhance companies competitiveness by satisfying consumers. Therefore, good
environmental performance increases sales but decreases production costs. As a consequence,
companies can have higher productivity and profits as well as protection of environment.

On the other hand, opponents of environmentally friendly management argue that firms
hardly have incentives to invest in environmentally friendly management because they
cannot take full benefit from it. That is to say, firms bear the whole costs of environmental
activities but partly profit from it. Firms, therefore, have lower profitability.

This paper shows some empirical evidence that firms consistently investing in environmental
initiatives are able to gain superior financial outcomes in the future. Unlike the previous
studies, this study examines the long-run effects of environmental performance on financial
performance and the causal relation between environmental performance and financial

performance. Using environmental performance score from the Korea Economic Justice Institute
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(KEJD) for the period between 1996 and 2000 (evaluation period), we investigate the
relationship between the environmental performance of 167 Korean firms and their financial
performance.

We find that consistent environmentally friendly management has a positive impact on
financial performance. We also find the qualitatively same result even after controlling for
other variables which have been thought to affect financial performance. This finding
supports the view that environmental management does entail economic gains.

We report that environmental performance is not affected by prior financial performance.
This means that better performing firms do not necessarily engage in environmentally
friendly management more actively than poorly performing firms do. We corroborate these
results by examining the relation between environmental performance and changes in
financial performance before and after the evaluation period of environment performance.

Our findings have both academic and practical implications. First, people tend to believe
that better performing firms are more likely to participate in environmental management
and therefore the positive relationship between the environmental and financial performance
can be spurious (Waddock and Graves, 1997: Graves and Waddock, 1999). By showing that
environmental performance explains financial performance but not vice versa, this study
confirms the causal effect from environmental performance to financial performance. Second,
most studies analyze the temporal relation between environmental performance and financial
performance (Park and Lee, 2002: Hart and Ahuja, 1996: Cohen, Scott and Jonathan,
1997. Russo and Fouts, 1997: McWilliams and Siegel, 2000). In this study, however, we
investigate the relation using the longer sample period under the assumption that
environmental management does not have an immediate impact on financial performance.
which is more realistic. Above all, our findings suggest that environmental management can
be an important strategic tool by which firms can obtain economic advantages. These
findings can also alleviate negative awareness about environmental management and act as
the catalyst to stimulate proactive environmental management.

Some limitations in this study provide opportunities for future research. First, failure to
obtain environmental performance data for a longer period made us unable to analyze the
effects of environmental performance from various angles. Environmental performance is
likely to have different impacts with the lapse of time, which requires further study using
data for a longer period. Second, KEJI is a unique source of environmental performance data

so far we can obtain, which calls for further development of measurement of firms environmental
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activities. Using various data, we will be able to obtain more reliable and valid evidence of

effects of environmental performance on financial performance.
Overall, our findings imply that environmental performance does pay to invest in
environmental initiatives, but better financial performance does not necessarily result in

proactive environmental initiatives.

Key words: environmental performance, financial performance, environmentally friendly

management,
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