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A Non-linear Analysis of the Effect of R&D and the Visibility in the
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Abstract This study examines the impact of ESG ratings on corporate financial performance among Korean firma,
employing both linear and nonlinear analyses to asess the mediating effect of R&D investments, and the moderating
effect of corporate visibility. The key findings are as follows: First, higher ESG ratings were found to significantly
increase corporate financial performance; however, beyond a certain threshold, financial performance begins to
decline. Second, as ESG ratings increased, R&D investments also significantly increased, suggesting that ESG activities
promote corporate innovation and R&D efforts. Third, R&D investments were shown to positively mediate the
relationship between ESG and corporate financial performance. Lastly, corporate visibility was found to positively
moderate the impact of ESG on financial performance. The inverse U-shaped relationship between ESG ratings and
financial performance suggests that excessive ESG activities may incur additional costs. Therefore, firms should
identify an optimal level of ESG engagement to sustain financially viable ESG practices.
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