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Based on the panel data of China’s A-share non-financial listed enterprises from 2011 to 2020, we empirically explore whether EGS performance can significantly promote corporate value and how to promote it, from the stakeholders’ perspective. We find that: 1) ESG performance significantly improves corporate value. 2) Both media attention and analyst coverage play an intermediary role in the impact of ESG performance on corporate value. 3) Further analysis of the single dimension of ESG illustrates that Environmental (E) and Social (S) have a positive impact on corporate value, but the effect size of Social (S) is smaller, and there is no evidence for a significant relationship between Governance (G) and corporate value. 4) The heterogeneity analysis shows that ESG performance of non-heavily polluting enterprises has a significant positive effect on corporate value, but not on heavily polluting enterprises. Meanwhile, ESG performance of enterprises with a low percentage of institutional investor ownership has a significant positive effect on corporate value, but not with a high percentage. Overall, our study shows that high-quality ESG performance triggers the attention of media and analysts, which in turn promotes corporate value by raising stakeholder pressure. We also analyze the possible causes of heterogeneous results from the perspective of stakeholders, and put forward reasonable suggestions to promote ESG performance and corporate value, as well as protect the interests of stakeholders.
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1 INTRODUCTION
With the prominence of environmental issues and the rise of the sustainable development concept, the public has become increasingly concerned about the enterprises’ non-financial information, and the rapid development of the Network Era has led to an exponential increase in information transmission speed. Non-financial information disclosure represented by ESG fully considers the rights and interests of the public and is more likely to be favored by stakeholders, which is conducive to the long-term sustainable development of the enterprise and the whole society. In this context, ESG-related issues have become a research hotspot. The concept of ESG originated from ethical investment and responsible investment (Michelson et al., 2004) and it was formally proposed by the United Nations Principles for Responsible Investment (UN-PRI) in 2006. ESG, which stands for Environmental, Social and Governance, aims to comprehensively consider corporate performance from all three dimensions, not just corporate financial performance, and has a great impact on the investment philosophy of investors. Since the United Nations proposed the Sustainable Development Goals (SDG) in 2015, countries have started to introduce ESG-related policies and regulations to promote the development of ESG in their countries, and the ESG concept has developed rapidly worldwide.
As a large energy-consuming country with a huge market volume, China has early attached great importance to sustainable development and green development, although its ESG development is slightly later than developed countries such as Europe and America. For example, the Chinese government has proposed the concept of “Clear waters and green mountains are as valuable as mountains of gold and silver,” which profoundly reveals the dialectical unity relationship between development and protection, and realizes the enrichment and development of Marxist productivity theory. In 2020, China clearly proposed the goals of “carbon peak” by 2030 and “carbon neutral” by 2060 at the United Nations General Assembly. Driven by the “dual carbon” goal, the Ministry of Ecology and Environment successively issued the Reform Plan of Environmental Information Disclosure System According to Law and the Guidelines on the Format of Legal Disclosure of Corporate Environmental Information (Ministry of Ecology and Environment of the People’s Republic of China, 2021; Ministry of Ecology and Environment of the People’s Republic of China, 2022). The Chinese government has clearly put forward the requirements for enterprises to accelerate ESG construction and promote the development of China’s ESG system. Moreover, affected by the low-carbon city pilot policy in China under the “dual carbon” goal, enterprises will achieve the emission reduction goal by improving their green innovation capabilities (Zheng et al., 2021; Wang J. et al., 2022), and promoting the upgrading of the enterprise labor structure (Sun et al., 2022). In this context, improving ESG performance has become a new motivation for corporate green innovation and an important means to attract talent. In addition, China is in the stage of rapid economic development, and some enterprises in China have an imbalance of over-emphasis on financial performance, leading to conflicts of interest with stakeholders. In September 2018, the China Securities Regulatory Commission (CSRC) revised the Code of Corporate Governance for Listed Companies (China Securities Regulatory Commission, 2018), formulated the basic framework for ESG information disclosure, and required enterprises to pay attention to the demands of stakeholders and actively fulfill relevant responsibilities. With the rise of the concept of “responsible investment”, the CSRC issued the Working Guidelines for the Relationship Between Listed Companies and Investors (China Securities Regulatory Commission, 2022) in April 2022, proposing that listed enterprises should involve ESG information in their information disclosure, emphasizing the information transmission function of ESG, and also reflecting the potential value effect of ESG performance.
Compared with the Hong Kong Stock Exchange, which has implemented a semi-mandatory disclosure mode of “disclosure or explanation” since 2016, the Shanghai Stock Exchange and Shenzhen Stock Exchange are still in a voluntary disclosure state. According to the China ESG Development Report 2021 (Wang D et al., 2022), 1,130 listed enterprises in the A-share market disclosed ESG-related information in 2021, accounting for 26.9%. Under this background, what kind of feedback will enterprises receive on their ESG performance? In addition to considering the incentive effect of macro policies and the pressure effect of the regulatory system, it is also necessary to explore the motivation of ESG engagement from the perspective of enterprises. Based on the above situation, the questions of whether enterprises can obtain economic benefits and improve sustainability from high-quality ESG performance and whether ESG performance has an impact on corporate value require an analysis. Moreover, what is the mechanism between ESG performance and corporate value? Researchers have not yet reached clear and comprehensive conclusions on these issues. Therefore, this paper adopts Bloomberg ESG scores data to measure enterprises’ ESG performance, which covers three-dimensional evaluation indicators. From the stakeholder perspective, we use the intermediary effect model to empirically analyze the intermediary impact of media attention and analyst coverage between ESG performance and corporate value. In addition, we further analyze the impact of the single dimension of ESG on corporate value and discuss the heterogeneity of the impact according to pollution degree and institutional investor ownership to supplement and expand relevant research.
There are three main innovations in this study. 1) The paper analyzes the impact of ESG performance on corporate value from the perspective of stakeholders, discusses the positive feedback effects and ways of different stakeholders, and comprehensively analyzes the channels of ESG performance indirectly promoting corporate value. 2) The study further uses the mediating effect model to test the mediation effect of media attention and analyst coverage, compares the positive feedback effects of different stakeholders on ESG performance under the two mechanisms, and broadens the path of relevant research. 3) In the study of Chinese A-share listed enterprises, we use the ESG rating data from Bloomberg database, which covers more enterprises with longer rating years and contains three single dimensions of ESG. We further use the single-dimension indicators of ESG to analyze the impact of different dimensions, complementing the shortcomings of previous literature that only studied ESG at a comprehensive or single level.
The paper is structured as follows: Section “Literature Review and Research Gap” organizes the literature on the effect of ESG performance and its single dimensions on corporate value, the correlational study based on the Stakeholders’ Perspective, the effect of media attention and analyst coverage on ESG performance and corporate value, and then summarizes the research gaps. Section “Theoretical Analysis and Hypotheses Development” provides the theoretical basis and hypotheses. Section “Research Design” introduces the sample, model, variables, and descriptive statistics. Section “Empirical results” presents the benchmark regression, mediating effect analysis and further analysis, and discusses the empirical results. Section “Conclusions and Recommendations” concludes the paper and addresses the relevant recommendations.
2 LITERATURE REVIEW AND RESEARCH GAP
2.1 ESG performance and corporate value
Research on the impact of ESG performance and corporate value is still in its infancy in China, but a large number of studies have been conducted abroad, and many scholars have suggested a positive relationship between ESG performance and corporate value (Aboud and Diab, 2018; Yen-Yen, 2019; Alareeni and Hamdan, 2020; Behl et al., 2021). Many scholars believe that good ESG performance can improve corporate value by alleviating financing constraints and reducing corporate financing costs. Wong et al. (2021) find that ESG certification reduces corporate cost of capital and leads to a significant increase in Tobin’s Q, and the equity markets are more receptive to ESG ratings of enterprises than debt markets. Feng and Wu (2021) discover that enterprise with a higher level of ESG disclosure also tends to have lower cost of debt, higher credit ratings, and higher ratios of unsecured debt to total debt. Some scholars have also studied the related issues in the direction of enhancing the competitive advantage of enterprises (Jasni et al., 2019; Mohammad and Wasiuzzaman, 2021). With the increasingly fierce competition in the industry, it is difficult to maintain the competitive advantage by products and technologies alone. Good ESG performance can be supported by multiple stakeholders, creating a competitive advantage that is difficult to imitate and thus improving corporate value. In addition, high-quality ESG reports produced by enterprises may improve the credibility of the reports among stakeholders, which enhances corporate reputation (Odriozola and Baraibar-Diez, 2017). A good corporate reputation can reduce the transaction and production costs of enterprises in market competition, and improve corporate value by positively affecting financial performance (Javed et al., 2020).
However, some scholars remain skeptical, arguing that ESG performance has no significant impact on corporate value (Verheyden et al., 2016; Atan et al., 2018) or has a negative impact. According to the theory of neoclassical economics, ESG-related investments with strong externalities do not bring much economic benefit to enterprises, and sometimes even give negative signals to investors that the enterprise has over-invested resources in ESG and ignores its own core competitiveness, which will lead to the poor performance in the market (Wang X et al., 2022). Due to the early inadequate regulatory policies and regulations, some enterprises’ large equipment and core technologies create liability problems such as excessive carbon emissions, noise pollution, and waste of resources. ESG engagement leads to high switching costs and capital investment to alleviate these problems, thus damaging the economic interests of companies (Rassier and Earnhart, 2010). Reimann et al. (2012) believes that enterprises have to make actions such as hiring external auditors and adjusting their organizational structure in order to meet the relevant needs of stakeholders when considering ESG performance, and the high expenses incurred during this period also affect the corporate value. Moreover, ESG ratings may become a tool for self-interest, making the ESG engagement more of a formalistic behavior that is apparently complying with the relevant regulations but is actually used for personal gain (Duque-Grisales and Aguilera-Caracuel, 2021).
2.2 Single dimension of ESG on corporate value
ESG research starts from ESG single dimension. On the influence of a single dimension of ESG, there is still no consensus in academics. The prior literature concentrates on heavily polluting sectors with significant environmental issues and conducts research in the Environmental (E) dimension from the perspectives of information disclosure quality, environmental performance, and environmental regulation. Scholars have different research results. Jiang and Fu (2019) investigate the factors that affect an enterprise’s environmental performance and how they enhance its value from the stakeholders’ perspective. Bukit and Nurlaila (2019) find that while environmental performance has a positive impact on voluntary disclosure, corporate value is not increased, and voluntary disclosure has no bearing on the relationship between environmental information disclosure and corporate value. According to several researchers, the relationship between environmental information disclosure and corporate value is “U” shaped for this phenomenon when looking at the timeliness of environmental performance. Additionally, the quality of management and environmental oversight will influence the connection between corporate value and environmental responsibility (Cheng and Liu, 2022). A structural equation model is used by Wang et al. (2020) to examine the relationship between environmental information disclosure, environmental cost, and business value. The environmental cost is strongly inversely connected with business value, while environmental information disclosure is significantly positively correlated with corporate value, according to the study. Environmental information disclosure can effectively reduce the negative correlation between environmental cost and corporate value. On the Social (S) dimension, academics have always maintained a high degree of enthusiasm in the research of the CSR concept, and there have been many research results about the impact of Social (S) dimension on corporate value. Some academics think that corporate social responsibility will not significantly affect business value (Okafor et al., 2021; Amerta and Soenarno, 2022). When analyzing 386 businesses in India’s BSE500 index, Fahad and Showkat (2021) discover that corporate social responsibility disclosure had a negative influence on corporate profitability and corporate value, mostly because of the impact of environmental and social disclosure ratings. On the Governance (G) dimension, the board structure is typically used by scholars to examine corporate governance performance. Onguka et al. (2020) discover that the size of the board of directors is highly correlated with business value, and there is also a considerable positive association between corporate governance and corporate value. The main factor enhancing corporate value is corporate governance. On the other hand, Ergene and Karadeniz (2021) reach the opposite conclusion, claiming that corporate governance has little bearing on corporate value and there is a negative relationship between corporate value and corporate size. The proportion of women on the board of directors, in addition to its size and independence, will affect the corporate value (Khanh et al., 2020).
2.3 ESG performance and corporate value based on the stakeholders’ perspective
Based on the stakeholder theory, enterprises and stakeholders form a close “community of destiny” (Casciaro and Piskorski, 2005). The sustainable development of enterprises is based on the satisfaction of stakeholders’ demands and the protection of stakeholders’ interests. In this context, high-quality ESG performance has become an important communication medium between enterprises and stakeholders. What kind of feedback from stakeholders on such positive communication has attracted the attention of scholars. For consumers, Bardos et al. (2020) discover that customers may pay more attention to non-financial information of the enterprise than other stakeholders, who contend that actively upholding ESG performance can create a product advantage, improve product market perception, reduce consumer price sensitivity, and enhance corporate value. For creditors, they are usually willing to give enterprises with good ESG performance higher credit ratings and lower debt interest rates (Di Tommaso and Thornton, 2020). When assessing the solvency of enterprises, they will refer to the ESG performance which can represent the sustainable development ability of enterprises, and allows creditors to minimize the risk of failure to recover funds on time. For investors, with the rise of the “green investment” concept, ESG score is an important basis for investors to evaluate the sustainable development ability of enterprises, and plays an increasingly important role in investment decisions. Investors prefer enterprises with high ESG scores (Wang and Yang, 2022). Moreover, Serafeim and Yoon (2022) find that ESG score can predict future news, and investors are less sensitive to negative news from high-quality ESG companies, reducing market reaction and stock price volatility. For government departments, the state has introduced a series of preferential and punishment policies to call on and encourage ESG behaviors. Enterprises can strengthen political ties and obtain government support and subsidies through active ESG participation. In particular, it can also achieve effective communication between enterprises and government regulators, reduce the losses from potential environmental litigation and punishment, and reduce the operational risk of enterprises (Tang et al., 2021). For suppliers, Baumgartner et al. (2020) find that good ESG performance can enhance the bargaining power of enterprises. They tend to cooperate with enterprises with high ESG scores in a long time. They believe that enterprises with high ESG scores have low default risk and benefit from a good corporate image of partners. For employees, the positive ESG practice of enterprises can first directly improve the wages and benefits of employees, focus on employee skills training and health security problems, and provide a better working environment, which can largely avoid negative behaviors and turnover intentions of employees, improve work enthusiasm and attract better employees (Hui, 2021). Moreover, the corporate image shaped by good ESG performance can stimulate employees’ pride in their work and identification with enterprises, and increase their happiness (Li et al., 2020; Bocean et al., 2022), while higher employee identification and satisfaction contribute to the improvement of work efficiency and performance, which indirectly increases corporate value (Wang and Luo., 2013). For management, high-quality corporate ESG performance can also affect managers’ own reputation and salary levels. However, some studies (Burke, 2021; Liu et al., 2022) find that when the ESG performance is included in management’s performance appraisal, if the performance is poor, management will be questioned and pressured by shareholders, affecting their career development and even forced to leave, which will lead management to focus excessively on ESG performance and engage in short-sighted behavior that will harm the overall interests of the enterprise.
2.4 ESG performance, media attention and corporate value
Many studies show that media attention is more like a “double-edged sword”, magnifying the impact of good or bad ESG performance on corporate value. Wong and Zhang (2022) discover that the media’s coverage of ESG-related bad news has a significant negative influence on corporate valuation when examining the relationship between the corporate reputation risk (CRR) and the performance of its stock. The stock performance of businesses in the gaming, cigarette, and alcohol industries is not susceptible to unfavorable ESG reports, according to further industry data. Frost et al. (2022) discover that media coverage of corporate social irresponsibility is inversely correlated with corporate value. Furthermore, it is discovered that businesses with long-term positioning and those in countries with great demand for social responsibility activities are more significantly affected by this negative connection impact. Nur (2021) studies the impact of social media on the value of oil and gas firms, and finds that corporate social media has a positive impact on corporate value, but positive emotions on social media have no impact on the value of oil and gas firms. Using extensive media data from 41 nations between 2000 and 2010, Dang et al. (2021) discover that media coverage has a positive correlation with business value and contributes by lowering information asymmetry and playing a regulatory role. The market worth of the corporate stock will be impacted, in the opinion of Lopez-Tenorio and Romero (2020), by investors’ incorporation of the appraisal of advertising decisions into stock prices. The research results demonstrate that the influence of advertising expenditure varies on various media businesses. It is further discovered that the only way to raise corporate value is to report brand information through particular media.
2.5 ESG performance, analyst coverage and corporate value
In terms of analyst coverage, scholars generally agree that analyst coverage can influence enterprise financial data, and research focuses on the accuracy of analyst forecasts and analyses under different conditions and financial objects. Eckerle et al. (2020) introduce ESG performance into quarterly earnings forecasts, and then analyze the reasons why investor discussions on the expected impact of ESG information on long-term profitability and long-term strategy still lag and suggest practical methods that provide great value to analysts. Goh et al. (2019) study the relationship between intellectual property, financial performance and information environment based on the prediction behavior of financial analysts. The research results demonstrate that patent citation has a stronger correlation with profitability than patent volume, and financial analysts are more attentive to patent citation indicators. However, the study discover that analysts’ projections did not accurately account for the effect of patent citation on future profitability. According to Aouadi and Marsat (2018), ESG disagreements are associated with higher corporate value. Further sample segmentation analysis reveals that the benefit of higher corporate social performance on market value is restricted to businesses receiving significant analyst coverage. Luo et al. (2010) find that positive changes in customer satisfaction improve analysts’ evaluation recommendations, and the effect will be more significant when the market competition is fierce and the financial market has greater uncertainty. Further research finds that analyst recommendations are a mechanism for customer satisfaction to affect corporate value, and those analyst recommendations mediate the effect of changes in satisfaction on corporate excess return, systematic risk, and unsystematic risk. In their study on ESG performance and analyst coverage, Hai et al. (2022) find that ESG information disclosure has greatly increased investment efficiency and is more prevalent among group affiliates and high-level pyramid member enterprises. The study further groups the analyst coverage and industry external financing dependency, indicating that ESG disclosure has a bigger role in improving corporate investment efficiency whether the analyst coverage is lower or the industry external financing dependence is larger.
2.6 Literature gap
From the previous literature review, it can be found that a large number of scholars have investigated the impact and mechanism of ESG performance on corporate value, yet the majority of the literature merely evaluates comprehensive ESG performance. Due to the complexity of ESG indicators, there is relatively little literature that makes an in-depth analysis of the segmentation indicators of ESG performance. In addition, the majority of research focuses on financing issues, corporate reputation, and competitive advantages. Few studies examine the relationship between ESG performance and corporate value from the stakeholders’ perspective and further consider the mechanism of media attention and analyst coverage. Overall, the research on the impact and path of ESG performance on corporate value is still relatively insufficient. This paper will supplement research on the effect of ESG performance from the stakeholders’ perspective.
3 THEORETICAL ANALYSIS AND HYPOTHESES DEVELOPMENT
3.1 Basic hypothesis
Many enterprises believe that their ESG engagement will inevitably lead to huge costs in various dimensions, and it seems to conflict with corporate goals such as maximizing shareholder value, and sending negative signals to investors (Wang X. et al., 2022), which often leads to inactive ESG engagement. Therefore, more in-depth analyses will help better understand ESG engagement. According to stakeholder theory, on the one hand, enterprises are closely linked with stakeholders, not just the shareholders. Corporate goals such as maximizing shareholder value are achieved by considering the interests of stakeholders, and it is necessary to meet stakeholders’ demands. Moreover, short-sighted behavior that overemphasizes shareholder primacy and ignores stakeholders’ interests can harm enterprises’ efficient and effective operations, board decision-making is beneficial to the enterprise in the short term, but it often sacrifices long-term value (Aluchna et al., 2022). On the other hand, Stakeholders have positive beliefs in the enterprise with good ESG performance, which positively influences their corporate value. The high-quality ESG performance of the enterprise will cause positive feedback from various stakeholders, such as generating positive market reactions, increasing product price elasticity, reducing loan interest rates, and obtaining tax and subsidy preferences (Bardos et al., 2020; Feng and Wu, 2021; Wang and Yang, 2022). This positive feedback from stakeholders has an indirect and long-term effect on corporate value. Therefore, Hypothesis 1 is proposed as follows:


3.2 Mediation hypothesis
ESG performance affects corporate value in various ways, which is a very complicated problem. The influence of ESG performance on corporate value is mainly achieved by transmitting good information to stakeholders through good ESG performance, so as to obtain positive returns from stakeholders. According to signal theory, ESG disclosure reduces information asymmetry between enterprises and stakeholders, so as to have a deeper and broader understanding of enterprises. Media attention and analyst coverage are important channels for enterprises to convey information to stakeholders, and there are great differences in the range of information, quality, and objectives of ESG reports. On the one hand, media attention emphasizes the breadth of information transmission. Considering the difference in reading groups’ ability to interpret ESG reports, the media will simplify the ESG-related information in order to widely and easily convey the enterprise’s good news to consumers, the government, and other stakeholders (Hammami and Zadeh, 2019). In addition, the media is also pursuing information transmission speed. Especially with the rapid development of network media, media reports can make stakeholders know about corporate ESG engagement more quickly. (Lee et al., 2022). Analyst coverage emphasizes the depth of information transmission. Based on related expertise, analysts can obtain more valuable and truthful information with further in-depth analysis of the ESG report. And favorable analyst coverage enhances the confidence of investors and creditors in corporate prospects (Keloharju et al., 2012). On the other hand, media attention and analyst coverage can play the role of “soft supervision” in the capital market (Liu et al., 2022). When there is a negative ESG-related event, the media will spread and amplify unfavorable information, causing fluctuations in the enterprise share price (van der Meer and Vliegenthart, 2018). Analysts can identify and exclude exaggerated contents in the ESG report with their expertise, and hidden and potential corporate problems can be more easily exposed. In summary, good ESG performance gains favorable media attention and analyst coverage, making a wide range of stakeholders have positive beliefs in the enterprise and thus indirectly affecting corporate value. Based on the above analysis, the following research hypotheses are proposed:




3.3 Logical Framework
Based on the basic analysis of ESG performance on corporate value and mediating effect of media attention and analyst coverage, we further analyze the impact of ESG performance on corporate value from single dimension. In addition, we analysis the heterogeneity of pollution degree and institutional investor ownership, discussing the different impacts between heavily polluted and non-heavily polluted enterprises and between enterprises with high percentage and low percentage of institutional investor ownership. The logical relationship on the above theoretical analysis and research hypotheses are presented in Figure 1.
[image: Figure 1]FIGURE 1 | Logical framework.
4 RESEARCH DESIGN
4.1 Data
We use all A-share listed enterprises on the Shanghai Stock Exchange (SHSE) and Shenzhen Stock Exchange (SZSE) in China as the initial research sample. Considering the feasibility of all variable data, we choose data from 2011 to 2020. In order to ensure the validity of all conclusions, the sample is cleaned as follows: 1) Excluding the sample with abnormal or missing data. 2) Excluding the special treatment enterprises (ST and *ST enterprises). 3) Excluding financial enterprises. 4) To eliminate the influence of extreme values, all continuous variables are winsorized at the 1% and 99% levels. Finally, we obtain 7,941 unbalanced panel data. ESG scores of A-share listed enterprises are from the Bloomberg database. The data about the institutional investor ownership in the heterogeneity analysis are obtained from CFND (Financial News Database of Chinese Listed Companies). And other data are obtained from CSMAR (China Stock Market & Accounting Research Database).
4.2 Model
4.2.1 Benchmark model
The following model is used to test the effect of ESG performance on corporate value:
[image: image]
In model (1), the explained variable [image: image] is the corporate value of enterprise [image: image] in year [image: image]. The main explanatory variable [image: image] is the ESG score by the Bloomberg database in year [image: image]. [image: image] denotes other control variables. In addition, considering the potential effect of time and industry factors on the corporate value, the model controls for industry-fixed effects [image: image] and year-fixed effects [image: image], and [image: image] denotes the random disturbance term.
4.2.2 Mediating effect model
The mediating effect model, proposed by Wen et al. (2004), is used to analyse the mediating effect of media attention and analyst coverage. In addition to model (1), model (2)-model 5) are further estimated as follows:
[image: image]
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[image: image] and [image: image] are the mediating mechanism variables to be tested, and the rest of the variables are consistent with the definition of variables in model (1).
4.3 Variable definitions and measurement
4.3.1 Explained variable
Corporate value is measured in various ways, such as ROE, ROA, or Tobin’s Q. Based on previous literature (Kim and Kim, 2014; Velte, 2017; Wong et al., 2021), we use Tobin’s Q, denoted by TobinQ, to measure corporate value in view of market value changes.
4.3.2 Explanatory variable
Considering the authority, coverage, and other factors of the ESG database, we refer to the research (Buallay, 2019; Behl et al., 2021) and use the Bloomberg database ESG scores of A-share listed enterprises, which has evaluated the ESG information disclosure of listed enterprises since 2009, covering tens of thousands of enterprises in more than 80 countries, containing three single-dimensions of ESG. The weighted ESG disclosure score is normalized to range from the lowest disclosure level, indicated by 0.1 to the highest disclosure level of 100. A higher score indicates a better ESG performance.
4.3.3 Mediating variables
Based on previous research (Li et al., 2022; Yi et al., 2022), we use the natural logarithm of the total number of content news in online media and newspaper financial news from the CFND to measure media attention. CFND data covers a wide range and has research significance. The higher the number of media reports, the higher the media attention to the enterprise. Following the previous study (Hassan, 2018; Hai et al., 2022), we use the number of analysts in the year of a listed enterprise from the CSMAR database to measure analyst coverage.
4.3.4 Control variables
Based on previous research (Chi et al., 2013; Feng and Wu, 2021; Tang et al., 2021), we control for the following factors that may affect corporate value, including Lev, Growth, Incentives, Top1, Indd, Board, Size, and Age. The variable definition is presented in Table 1.
TABLE 1 | Variable definition.
[image: Table 1]4.4 Descriptive statistics
Table 2 reports the descriptive statistics of the variables. It shows that the average ESG score of the sample enterprises is 21.02, the standard deviation is 7.044, and the maximum and minimum values are 50.62 and 8.678 respectively, indicating a large gap between the ESG levels of the sample enterprises. The mean values of media attention and analyst coverage are 5.899 and 13.47 respectively, indicating a large difference in media attention and analyst coverage among sample enterprises. The results of other variables are consistent with prior literature.
TABLE 2 | Descriptive statistics of variables.
[image: Table 2]As shown in Table 3, the Pearson correlation coefficient between ESG performance and corporate value has passed the statistical test at the level of 1%. The results preliminarily support that ESG performance will affect corporate value, but this effect is negatively correlated, indicating that panel data may have problems such as variance and time lag, leading to biased estimation results. Therefore, we fully considered the control variables in the study, and carried out the time lag test in the subsequent study. In addition, we conducted the variance inflation factors (VIF). The test results range from 1.13 to 2.43, and the correlation coefficients among the variables are generally low, which indicates that multicollinearity does not occur.
TABLE 3 | Correlation matrix.
[image: Table 3]5 EMPIRICAL RESULTS
5.1 Benchmark regression results
According to model (1), column 1) in Table 4 reports the univariate regression result of ESG performance on corporate value. We further control for other variables in column 2). All columns control for the year and industry-fixed effects. In column (1), the ESG coefficient is 0.015, which is significantly positive at the 1% level. After further controlling for other relevant factors, the coefficient in column 2) is still significantly positive at the 1% level with a coefficient of 0.018, which is both statistically and economically significant. It indicates that for every 1% increase in ESG performance, the corporate value will increase by 0.018% on average, that is, ESG performance can significantly improve corporate value. The results show that ESG performance has the value creation function, and a good ESG performance can obtain positive feedback from multiple stakeholders, thus improving corporate value. The regression results are consistent with H1.
TABLE 4 | Benchmark regression.
[image: Table 4]5.2 Robustness tests
The benchmark regression results suggest that high-quality ESG performance significantly improves corporate value. However, potential reverse causality, measurement errors, and other endogeneity issues may affect the estimation results. In order to test the robustness of the previous conclusions, we refer to the research of scholars (Chi et al., 2013), and use the following methods to conduct robustness tests: 1) Lagging one period for the explanatory variable. 2) Alternative measure of the explained variable. 3) Alternative measure of the explanatory variable. The results are shown in Table 5.
TABLE 5 | Robustness tests.
[image: Table 5]5.2.1 Lagging one period for explanatory variable
Considering that there may be endogenous problems caused by two-way causality, we lag one period for ESG and re-estimate the benchmark regression. Column 1) of Table 5 shows that the coefficient of L. ESG is 0.010, which is significantly positive at the 5% level, indicating that after using lagging data, ESG performance still significantly promotes corporate value.
5.2.2 Alternative measure of explained variable
We change the indicator of corporate value, which is measured by the natural logarithm of Price-to-Book Ratio (LnP/B). Column 2) shows that the coefficient of ESG is 0.007, which is significantly positive at the 1% level, indicating that after using a different evaluation method, corporate value is still significantly promoted by ESG performance.
5.2.3 Alternative measure of explanatory variable
We replace the measurement method of ESG rating and adopt the ten-point system for re-scoring. Column 3) shows that the coefficient of ESG1 is 0.034, which is significantly positive at the 1% level, indicating that after using a different ESG evaluation method, ESG performance still significantly promotes corporate value.
In Table 5, we find that the estimated coefficients are still significant, indicating that the benchmark regression conclusion is robust.
5.3 Mediating effect analysis
Benchmark regression analysis shows that high-quality ESG performance can promote corporate value. Therefore, how does ESG performance improve corporate value? We will further analyze its mechanism from two mediating variables: media attention and analyst coverage, as shown in models 2)–(5). The rest of the variables are consistent with the definition of variables in the model (1). The mediating effect results are listed in Table 6.
TABLE 6 | Mediating effect of media attention and analyst coverage.
[image: Table 6]Column 1) reports the effect of ESG on Media attention. The results show that the ESG coefficient is 0.008, which is significantly positive at the 1% level, indicating that ESG performance has attracted media attention significantly. Column 2) reports ESG and media attention on corporate value. The results show that the coefficients of ESG and Media are 0.014 and 0.458 respectively, and both are significantly positive at the 1% level, indicating that media attention plays a mediating role in the impact of ESG performance on corporate value. Therefore, hypothesis H2 is verified.
Based on the coefficients of ESG and Media are 0.210 and 0.041 respectively, and both are significantly positive at the 1% level, a similar effect could be obtained from columns 3) and 4) of Table 6, indicating that analyst coverage mediates the relationship in our benchmark regression. Therefore, hypothesis H3 is verified.
The above analysis shows that the high quality of ESG performance delivers good information to stakeholders through external supervision (e.g., media attention and analyst coverage), which is beneficial to enhance corporate value.
5.4 Further analysis
5.4.1 Single dimension analysis
As a comprehensive indicator, ESG has a different degree of impact on corporate value from single dimension. Therefore, this paper continues to use Bloomberg data, including Environmental (E), Social (S) and Governance (G) indicators, to further analyze the impact of single dimension of ESG on corporate value. From columns 1) and 2) in Table 7, the coefficients of Environmental (E) and Social (S) are 0.012 and 0.007 respectively, which are significantly positive at the 1% level, while in column (3), the coefficients of Governance (G) are not significant. The research illustrates that among indicators that constitute three dimensions of ESG, Environmental (E) and Social (S) have a positive and significant impact on corporate value, but Social (S) has a lower effect size than Environmental (E), and there is no evidence for a significant relationship between Governance (G) and corporate value.
TABLE 7 | Single dimension of ESG analysis.
[image: Table 7]The reason may be as follows. On the one hand, environmental performance can play a more positive role in signal transmission (Li et al., 2018). The effect of environmental-level improvements is more intuitive, which is easy to attract the attention of the media and analysts to generate a better information transmission effect. On the other hand, the popularization of the “green economy” concept has led to more positive feedback from stakeholders on the environmental dimension. The Chinese government has always advocated that the relationship between ecological environment protection and economic development is not contradictory and antagonistic, but dialectical and unified. The government departments will give support in terms of taxes and subsidies to encourage the green economic behavior of enterprises. In recent years, “green life” is also popular among consumers, who are very concerned about whether products are environmentally friendly and whether production is low-consumption. Investors also begin to pay attention to the concept of “green investment”, and will consider the ESG performance of enterprises when making investment decisions. Referring to Xie et al. (2019), we analyze the Social (S) dimension from the internal and external perspectives respectively. The improvement of internal employee benefits, health and safety, and vocational training will increase employee satisfaction and happiness, which in turn will improve productivity (Hui, 2021). After perceiving the CSR behavior of the enterprise, the external public will recognize the corporate image, and gradually develop the corporate reputation, thus obtaining more positive feedback from external stakeholders. In addition, social responsibility involves a wide range of groups, which is easy to generate good information transmission effect. In terms of Governance (G) dimension, it is observed from the sample data that the mean scores of Governance (G) ratings are generally high among enterprises, leading to an insignificant score gap, which affects the improvement of corporate value by Governance (G) dimension. Moreover, the performance of the Governance (G) dimension is more related to the internal structure of the enterprise, resulting in a narrow perception range and hindering the positive feedback of stakeholders.
5.4.2 Heterogeneity analysis of pollution degree
According to standards in Guidelines for the Industry Classification of Listed (China Securities Regulatory Commission, 2012) and the classification method of Liu et al. (2019), enterprises are divided into heavily polluting enterprises and non-heavily polluting enterprises, to assess the heterogeneity of the impact of ESG performance on corporate value. From columns 1) and 2) in Table 8, the ESG performance of non-heavily polluting enterprises has a significantly positive impact on corporate value, while that of heavily polluting enterprises is not significant. The results indicate that compared with heavily polluting enterprises, the ESG performance of non-heavily polluting enterprises has a significant positive effect on corporate value.
TABLE 8 | Heterogeneity analysis.
[image: Table 8]There may be two reasons. On the one hand, under China’s “dual carbon” goal, heavily polluting enterprises are subject to more stringent environmental regulations. Enterprises may take formalistic actions to cater to the “hard regulation” of the government and the “soft regulation” of third-party ESG ratings. For example, excessive pursuit of the quantity and neglect of quality of green innovative technologies aggravate the “foam” of ESG performance, thus inhibiting the effect of ESG performance on corporate value (Liu et al., 2022). On the other hand, stakeholders are more likely to perceive the impact of environmental issues. They believe that practice of increasing ESG score of heavily polluting enterprises is reasonable, so they reduce the sensitivity to the ESG performance of heavily polluting enterprises, thus affecting the improvement of their corporate value (Wang and Yang, 2022).
5.4.3 Heterogeneity analysis of institutional investor ownership
Niu et al. (2013) argue that institutional investor ownership will negatively affect enterprises’ voluntary disclosure, and voluntary ESG information disclosure may have a negative effect on the relationship between ESG performance and corporate value. Risk-averse institutional investors don’t encourage enterprises to increase the cost of information disclosures, and the improvement of ESG performance is regarded as risk management, rather than a way of increasing corporate value (Aluchna et al., 2022). Therefore, referring to the data of China Research Data Service Platform (CNRDS), we use the proportion of the shares held by institutional investors in the outstanding A shares to measure institutional investor ownership, which is divided into high and low. From columns 3) and 4) of Table 8, ESG performance of enterprises with a low percentage of institutional investor ownership has a significantly positive impact on corporate value, while that of enterprises with a high percentage of institutional investor ownership is not significant, indicating that compared with enterprises with a high percentage of institutional investor ownership, ESG performance of enterprises with a low percentage of institutional investor ownership has a significant positive effect on corporate value.
There may be three reasons. Firstly, stakeholders believe that the high-quality ESG performance of enterprises with a high percentage of institutional investor ownership may be more due to the agreement and indicator requirements of institutional investors, or the enterprises hope to attract more institutional investors through high-quality ESG performance. This motivation to whitewash ESG ratings reduces the sensitivity of corporate value to ESG performance. Secondly, institutional investors, under the pressure of their clients, are more cautious about the high investment behavior of ESG, while the short-term behavior of institutional investors will also lead to managers’ shortsightedness, reduce the effect of enterprise’s ESG practice, and then inhibit the positive impact of ESG performance on corporate value (Glossner, 2019; DesJardine et al., 2020). Thirdly, at the initial stage of China’s ESG construction, institutional investors did not pay enough attention to the demands of stakeholder groups. Some institutional investors only paid attention to the demands of key stakeholders and ignored those who did not involve core resources. Institutional investors believed that this would not have a great impact on enterprises (Bird et al., 2007). However, it may weaken the positive feedback power of stakeholders on ESG performance, thus reducing the effect of ESG performance on corporate value.
6 CONCLUSION AND RECOMMENDATIONS
6.1 Conclusion
Based on the panel data of China’s A-share non-financial listed enterprises on the Shanghai Stock Exchange (SHSE) and Shenzhen Stock Exchange (SZSE) from 2011 to 2020, we conducted an empirical study on whether EGS performance can significantly promote corporate value and how to promote it, from the stakeholders’ perspective. Our study finds that: 1) ESG performance significantly improves corporate value. With a series of robustness tests, the conclusion is still valid. 2) According to the mediating effect analysis, high-quality ESG performance triggers the attention of medias and analysts, which in turn promotes corporate value by raising stakeholder pressure. Thus, both media attention and analyst coverage play an intermediary role in the impact of ESG performance on corporate value. 3) Further, the single dimension analysis illustrates that Environmental (E) and Social (S) have a positive impact on corporate value, but the effect size of Social (S) is smaller, and there is no evidence for a significant relationship between Governance (G) and corporate value. 4) From the heterogeneity analyses, we find that ESG performance of non-heavily polluting enterprises has a significant positive effect on corporate value, but not of heavily polluting enterprises. Meanwhile, ESG performance of enterprises with a low percentage of institutional investor ownership has a significant positive effect on corporate value, but not with a high percentage.
6.2 Recommendations
Combined with the research conclusions, several recommendations are provided as follows. 1) For an enterprise, the benchmark regression results show that enterprises should have a new understanding of the ESG concept, and transform from the previous passive “cost expenditure view” to the active “capital investment view”. Enterprises should also increase ESG-related investment and upgrade it to the strategic level, so as to promote the sustainable development of enterprises. In addition, from the perspective of stakeholders and combined with the mediating effect results, the paper finds that enterprises need to pay attention to the demands of stakeholders, so as to improve corporate value. Enterprises also need to actively establish cooperation with the media and analysts, invite them to participate more in ESG-related activities, and enhance the positive feedback effect of stakeholders with their powerful information transmission ability. 2) For an investor, the heterogeneity analysis shows that institutional investors in China do not respond to ESG performance, which inhibits ESG practices of enterprises. As the concept of ESG is popularized in China and the ESG system is improved, institutional investors should fully consider the enterprises’ ESG performance to measure their sustainable development capacity and investment potential when making investment decisions. It not only avoids investment losses caused by the short-sightedness of investors, but also forces enterprises to improve ESG performance. 3) For the government, through the robustness test, the paper finds that due to the different rating standards among third-party institutions, some enterprises have a large gap in the score ranking among different institutions, making it difficult for stakeholders to identify corporate ESG performance. Therefore, the government should increase its support to Chinese ESG third-party rating institutions, and give certain policy guidance in terms of evaluation weights and evaluation levels, so as to localize the ratings to be more suitable for Chinese listed enterprises. In addition, according to the analysis of the heterogeneity of heavily polluted enterprises, the government should formulate “differentiated” policy and provide more tax and subsidy support to heavy polluters with high-quality ESG performance in order to encourage them to actively improve their ESG performance.
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