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Table 7 Regression Results 2 for PSM
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Table 9 Regression Results for Impact Mechanism
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Table 10 Regression Results for Social Responsibility Mechanism and other Influence Mechanisms
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Abstract: The sudden outbreak of the COVID-19 in early 2020 has impacted on Chinese economic growth and shocked the
financial market, so that firms must face sudden potential risks. In this context, it is of practical significance to study the
strategies of firms to deal with external uncertainties to maintain the stability of financial market.

Based on the source and characteristics of risk, this study divides the total risk of firms into systematic risk and idiosyn-
cratic risk. Then, this study takes Chinese A-share listed enterprises during the COVID-19 as the research sample, and adopts
the CAPM model to calculate the two types of risks of firms during this period to explore the impact of social responsibility on
the systematic risk and idiosyncratic risk of company and its mechanism based on taking COVID-19 as quasi-experimental
shock. Meanwhile, because of the endogenous problem between social responsibility and corporate risk, four identification
mechanisms, namely, difference-in-differences method, propensity score matching method, instrumental variable method and
Placebo test, were used to check the robustness for the relation between social responsibility on corporate risk.

The study finds that social responsibility can significantly reduce the systematic risk and idiosyncratic risk of firms. For
economic significance, an increase in one standard deviation on social responsibility reduce the systematic risk by 6.127% and
the idiosyncratic risk by 3.250%, which means that during the COVID-19 epidemic, social responsibility shows a strong risk

hedging effect. Meanwhile, the impact mechanism of social responsibility on corporate risk is discussed. It is found that in the
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sample group with high-risk exposure, the risk hedging effect of social responsibility is stronger. Finally, this study further tests
the relationship between social responsibility mechanism and corporate governance mechanism, securities analyst communica-
tion mechanism and financing constraint mechanism, and finds that the risk hedging effect of social responsibility mechanism
is independent and does not play the same role with other mechanisms that affect corporate risk.

This study enriches the relevant literature on the risk hedging mechanism of social responsibility, and has certain enlight-
enments for promoting firms to fulfill social responsibility. This study expands the literature on the coping strategies of firms
facing major public health events, which has guiding significance for firms to hedge risks and survive the crisis. Finally, this
study has policy significance for supporting the development of real economy, maintaining the stability of financial market and
promoting economic repair under the current background.
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