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• Implements a nationwide randomized control trial (RCT) on Chinese listed companies:

• We create demand for improvement in ESG performance for a large number of randomly 

selected firms

• We randomly emphasize specific E/S/G dimensions to mimic real-world heterogeneity

• We follow the entire impact-generating process—from online to offline—and assess whether 

and how such demand affects firms, investors, and the stock market

• Three sets of findings:
• Many firms provide high-quality responses, actively disclosing their ESG strategies, publishing 

more ESG reports, and promoting commitments to investors

• E inquiries boost valuations, while G concerns trigger persistent skepticism. 

• Productive and opaque firms respond more positively to ESG demands and the results can be

rationalized by a Spence-type signaling framework

This Paper



• Unique setting of  online investor Q&A platforms (high visibility and high-stake)

• Launched and overseen by Shenzhen & Shanghai Stock Exchanges

• Extensive coverage of  over 98% of  A-share listed firms

• Direct communication with management teams

• Limited public demand for ESG

• ESG remains a relatively new concept in China

• Minimal investor queries on ESG ratings before the experiment

• Audience: exclusive to certain groups (e.g., major shareholders)

• Significant influence of  retail investors in the stock market

• 30% of  the free-float market value, 60% of  the trading volume

• Over 88k active accounts on Q&A platforms

Why China?



Setting: Online Investor Q&A Platforms



Platform Shenzhen (SZ) Shanghai (SH)

Statistics Mean Sd Min Max Mean Sd Min Max

Number of  Firms 2753 2099

Number of  Questions Per Firm 105 109 1 1270 51 96 1 3587

Number of  ESG Rating Questions 0.00 0.03 0.00 1.00 0.00 0.07 0.00 3.00

Reply Rate 93% 17% 0% 100% 82% 27% 0% 100%

Reply Time (Days) 9 16 0 281 14 18 0 210

Reply Length (Characters) 94 45 17 515 111 54 12 629

Summary Statistics (Jan-Nov 2023, Pre-Experiment)



Experimental Design

4,852



Our experiment started on 2023 Dec 

2023 and ended on 2024 Apr 1:

• 20 RAs sent ~6,000 questions

• Accounted for <5% on the Q&A 

platforms

• Answer rate was 84.5% 

• Median reply time was 4 days

Experiment Timeline





Q1: What are the experiment’s overall impacts?



• Firms provide long and positive responses, rich in ESG keywords but less specific than answers to 

comparable questions
Model

Model

Result 1: Online Behaviors – Answer Quality
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Result 1: Online Behaviors – Answer Spillover

• Answer Spillover: Treated firms incorporate more ESG info under non-ESG questions



                        

                  

Result 1: Online Behaviors – Question Spillover

• Question Spillover: Our experiment prompts an increased number of  ESG inquiries on the platforms

Model

Model



(1)

Mention ESG

Post * Treat 1.948***

(0.735)

Control Mean 1.504

Observations 11,458

R-Squared 0.660

Firm FE Yes

Industry-Day FE Yes

Model

Model
Balance

Balance
Investor or Firm

Investor or Firm

Result 2: Offline Behaviors – Discussing ESG with Institutional Investors

• Mentions of  ESG during Institutional Investor Investigations



Model

Model
Balance

Balance

(1)

ESG Report

Post * Treat 2.754***

(1.017)

Control Mean 25.104

Observations 33,894

R-Squared 0.754

Firm FE Yes

Year FE Yes

Result 2: Offline Behaviors – ESG/CSR/Sustainability Reports

• Release of  2024 ESG Reports by Treatment Status
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Syntao (商道融綠）

                     

                   

Wind (萬得）

Result 2: Offline Behaviors – ESG Ratings

• Evolution of  ESG Ratings from Cited Agencies



Update Frequency

Update Frequency

                     

                   

QuantData (秩鼎）

                     

                   

Hithink RoyalFlush (同花順）

Result 2: Offline Behaviors – ESG Ratings

• Evolution of  ESG Ratings from Uncited Agencies



Result 3: Stock Market Responses – Corporate Valuation

• Overall, improving ESG does not lead to higher corporate valuation
Model

Model

                     

                  



Q1: What are the experiment’s overall impacts?

Q2: What would happen when we randomly

emphasize E, S, or G concerns?



Result 4: Firms’ Heterogenous Responses (Supply of ESG)

• E/S/G-specific questions elicit targeted disclosures, revealing firms’ capacity to distinguish ESG 

subtopics and adapt their responses to stakeholder concerns Table

Table



Result 5: Investors’ Heterogenous Responses (Demand of ESG)

• G inquiries lead to more follow-up questions and induce more negative sentiments online.

ESG Question Spillovers General Question Sentiment

                       

                     

                  

                       

                    

                   

Model

Model



Result 6: Stock Market’s Heterogeneous Responses (Equilibrium)

• Stock markets react positively to E messages and negatively to G messages.

                        

                   

                  

Long-Term Convergence

Long-Term Convergence



Why Different Impacts (Under Development)?

• Asymmetric Information and ESG Quality as Signals

• Investors don’t know if  a firm is “high” or “low” quality; firms answer ESG questions from 

investors; high-quality responses cost effort

• Environmental responses: High-quality firms can signal with strong answers

• Governance responses: Firms (even good ones) struggle to credibly promise improvements

• Environmental (Separating Equilibrium):

• High-quality firms give strong signals; investors respond positively

• Weak responses mean low quality; market separates the types

• Governance (Pooling Equilibrium):

• Most firms give vague/cautious answers—signals blend together

• Investors cannot tell types apart, interpret responses pessimistically; broader stock declines



Q1: What are the experiment’s overall impacts?

Q2: What would happen when we randomly

emphasize E, S, or G concerns?

Q3: Why do firms respond to the public demand for 

ESG improvements?



• Setting: heterogeneous firms and uninformed investors

• Unobservable firm productivity (value/quality) due to the nature of  businesses

• A fraction of  ESG-conscious investors

• ESG signals firm value to certain investors and boosts firm reputation without revealing 

trade secrets

• Assumption: higher-value firms can signal at lower marginal costs (capable personnel & 

available resources)

• Predictions

• Firms with higher value/quality send more ESG signals/actions

• Firms with lower transparency send more ESG signals/actions

• Firms with more ESG-conscious investors send more ESG signals/actions

• Market responds to firms’ ESG signals/actions in valuation.

Theory: Signaling Under Information Asymmetry



• Firms with higher value/quality (imperfectly measured) send more/higher-quality ESG signals

Prediction 1: Higher Firm Quality, Better ESG



Control for ROA

Control for ROA
Indicator Results

Indicator Results

Prediction 2: Lower Transparency, Better ESG

• Firms with lower transparency send more/higher-quality ESG signals



(1) (2) (3)

Length ESG Words Sentiment

No Neg Comments 14.340*** 5.777*** 3.500***

(3.798) (0.146) (1.233)

Neg Comments 9.453** 5.359*** 2.347

(4.544) (0.193) (1.543)

Control Mean 75.938 0.193 23.613

Observations 144,872 144,872 144,872

R-Squared 0.309 0.557 0.301

Firm FE Yes Yes Yes

Industry-Day FE Yes Yes Yes

Prediction 3: More ESG-Conscious Investors, Better ESG

• Firms with more ESG-conscious investors send more ESG signals



Log(Tradable A-Share Market Value)

(1) (2) (3)

Post * Treat -0.004 0.002 0.003

(0.008) (0.008) (0.008)

Post * Treat * ROA 0.222**

(0.099)

Post * Treat * Transparency -0.016*

(0.010)

Post * Treat * (No Neg Comments) 0.005

(0.010)

Post * Treat * (Neg Comments) -0.023*

(0.013)

Observations 1,164,510 1,164,510 1,164,510

R-Squared 0.973 0.973 0.973

Firm FE Yes Yes Yes

Industry-Day FE Yes Yes Yes

Prediction 4: Stock Market Responses to ESG Signals

• Firms with higher value/quality, lower transparency, and more ESG-conscious investors 

experienced an increase in market valuation



Alternative Explanations: Leader Characteristics and Cultures

• Value, not Values (Starks, 2023)
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