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This Paper

* 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
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Why China?

* 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
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Setting: Online Investor Q&A Platforms
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Summary Statistics (Jan-Nov 2023, Pre-Experiment)
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Platform Shenzhen (S7) Shanghai (SH)
Statistics Mean Sd  Min  Max Mean Sd  Min  Max
Number of Firms 27753 2099
Number of Questions Per Firm 105 109 1 1270 51 96 1 3587

[ Number of ESG Rating Questions 0.00 003 0.00 1.00 0.00  0.07 000  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
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Experimental Design

C: Control |—| C: Control

A-Share Listed \
Firms in China T \

4,852 by Market Value | [ T1: ESG Rating

___________________ T2: ESG Rating +
E Performance
T3: ESG Rating + C1B: Platform Q&As +
Forward to Investor

Forums and Weibo

Treatment Arms x \- Crosscut Arms

C1A: Platform Q&As

S Performance

T4: ESG Rating +
G Performance

*Data Support: YoujiVest
ESG Rating Agencies: Syntao, Wind, Sino-Securities Index, RKS, MSCI, FTSE, Bloomberg
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Experiment Timeline

Our experiment started on 2023 Dec 200 - E—> Halved the posting frequency
2023 and ended on 2024 Apr 1: )
o
* 20 RAs sent ~6,000 questions % 150
o
* Accounted for <5% on the Q&A -
platforms % 00
@]
* Answer rate was 84.5% g |
=
* Median reply time was 4 days A
0- I

T T ]
2023-12-19 2024-01-18 2024-02-17 2024-03-18
Date
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“As an mvestor keenly aware of ESG trends, I am very curious about your company’s sustainability
performance and have noted that your company received a C+ rating in the 2022 SynTao Green
Finance ESG rating system, significantly below the mdustry average. I am particularly concerned
about the company’s long-term environmental vision - do you have carbon reduction policies and

plans? Does the company plan to improve this year’s sustainability report quality?”’

1883277 - 2024-03-19  (via website)

= Anker Innovation [300866] - 2024-03-21

“Hello, Anker Innovation places high importance on ESG. In June 2023, we disclosed our first bilingual ESG report since Listing,
demonstrating our progress in environmental, social, and governance aspects across multiple dimensions, mcluding Green
Industry and Product Innovation, Sustamable Operations, Responsible Governance, and Community Participation and
Development. As of now, our latest SynTao Green Finance ESG rating 1s B+ (updated 2023-12-17, corresponding to lower ESG
r1sk), Sino-Securties Index ESG rating 1s BBB (updated 2024-1-31), and Wind ESG rating 1s A (updated 2023-6-20). We
consistently uphold sustamnable development prneiples and are commutted to addressmg global climate change. We have
implemented various measures i products and company operations, such as applying bio-based/recycled materials 1n product
design, plastic reduction in packaging, paperless manuals, and green low-carbon operations, to promote energy conservation,
emussion reduction, plastic use reduction, and carbon neutrality. Our 2023 Sustainability Report will soon be released, detailing the
company’s ESG progress m 2023 - please stay tuned. Moving forward, we will continue to improve ESG governance and
sustamnability report quality to provide more comprehensive and accurate information, while continuously exploring the integration

of technological mnnovation and sustamable development to contribute to environmental protection. Thanks for your attention.”

h ke & &€ W




Q1: What are the experiment’s overall impacts?
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Result 1: Online Behaviors — Answer Quality

<
[

15

10

H

Average Treatment Effects

5
—

= \

. ———

Length ESG Words Sentiment Forward-Looking Numbers Names Boilerplate ~ Accounting  Regulation

Estimate 16.09#+* 5.68%F* 3. 84Hokk ().28%kx -0.60%* -0.65%F* 3.25%+% -0.37#8K 2.3k
Control Mean 75.95 0.19 23.62 0.31 1.56 1.77 24.44 1.01 0.58

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

comparable questions
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Result 1: Online Behaviors — Answer Spillover

@BTG HOMEINNS Hotels (Group) Co., Ltd. (600258): “The company has -
issued a preliminary earnings announcement, but the stock price has noticeably ;\?m _ - i o
diverged from the broader market’s steady upward trend. Does this imndicate a e
Investor discrepancy between the announcement and actual performance, leading to a lack b
1709 6025 of market confidencer” 2 T
Mazrch 5, 2024, at 13:05 (via website) <
44000 - Wi 1 £ D)
w <
P “The company has always proritized strong business operations as the core of value T
Ly creation, focusing on expanding and strengthening its main business. In 2023, we ;
e continued to advance our four core operational strategies: “development first, &)
BTG product focus, member-centric, and efficiency-driven.” We seized the opportunity of gU;J_] o
HOMEI a robust recovery in the consumer market, achieving a significant year-on-year o
/ 2
NNS =
Hotels f =)
=
(Group) Simultaneously, the company has deepened its capital market presence by enhancing E v
. : . . L . . . = .
Co., Ltd. information disclosure and investor communication. We have improved interaction — . .

? = - R= Kk
efficiency through channels such as phone calls, emaik, the “Shanghai e-Interaction™ £ DlD EStlmate- B_O-O 1 8
phtform,. and share.holde[ n.leetings, promoting valie iﬂVf.:stment pr_inciplgfs. These 5 @ | C OntI‘Ol Mean:0.265
efforts aim to consistently improve performance and deliver returns to investors. v
Thank you for your attention to the company!” _|3 _12 - (I) i é :; :1 5I é

Months to the Start of RCT
March 6, 2024, at 11:39 (via website) :
; ; ( ) /5 Like Comment — Parameter Estimate 1 95% CI

* Answer Spillover: Treated firms incorporate more ESG info under non-ESG questions
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Result 1: Online Behaviors — Question Spillover

@Sinopec (600028): “When seeking partners or strategic alliances, does your company consider _

the ESG performance of potential partners? Would you still cooperate if a potential partner has 0 - T T
controversial ESG ratings?” [ommmmmmmmmm—mey
Investor_172 . 1 -
9606044880 October 23, 2024, at 09:38 (via website ll Treated Firm : N
—————————————— -
. “Hello, thank you for your interest in Sinopec. Our company consistently emphasizes our own ]
ESG development and hopes to promote improvement throughout our industry chain. We aim
. to strengthen cooperation with more companies that demonstrate strong ESG performance.”
NOPEC

December 9, 2024, at 14:30 (via website ¢y Like Comment

.0
1

“Dear Board Secretary, I've noticed most peer companies have published CSR reports, and many third-party
rating agencies have evaluated listed companies® CSR performance. 1'd like to know if any potential

Cumulative Ratio of ESG Questions (%)
5

investors have shown concern about your company*s CSR rating results during financing processes?™ o+ *—
1 a
. 1
) 1 Control Firm 1 . .
o IM1933980-2024-04-20 - (viawebsie) e . DiD Estimate: B:0.077***
- i 2
S —
11 Control Mean=0.080
W Huasu Holdings [000509] - 2024-03-21
. T I i T T T I T I
NI BN GIMour company has not received inquiries from investors regarding our CSR rating -3 <2 | 0 1 2 3 4 5 6

EMIE. We place high importance on environmental protection, social responsibility and corporate Months to the Start of RCT

governance, and are actively exploting and advancing ESG-related initiatives to promote high-quality
development of the company. Thank you for your attention.”

Parameter Estimate ~ ——— 95% CI

Model

* Question Spillover: Our experiment prompts an increased number of ESG inquiries on the platforms
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Result 2: Offline Behaviors — Discussing ESG with Institutional Investots

0.04 4 3.79% )
. Mention ESG
>
g 0 2.64%
a 2.46% — * Kook
5 2 249 Post * Treat 1.948
B 002 (0.735)
4
o
5
Z ool Control Mean 1.504
= Observations 11,458
- R-Squared 0.660
Pre Post Firm FE Yes
Industry-Day FE Yes

Group Control . Treated

* Mentions of ESG during Institutional Investor Investigations
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Result 2: Offline Behaviors — ESG/CSR/Sustainability Reports

42.8%
1
04 38.8% @
’él ESG Report
z
803
2 23 9 Post * Treat 2.754%%*
Q 0 . 0
a2 22.0% (1.017)
0.2
z
2 Control Mean 25.104
S 0.1 .
E Observations 33,894
R-Squared 0.754
0.0
o o Firm FE Yes
Year FE Yes

Group Control . Treated

* Release of 2024 ESG Reports by Treatment Status



HKU 5
BUSINESS

Jﬁ SCHOOL HKU Jockey Club
i inability Global
i * E i ; ﬁ Enterpr;zesesau;cﬁllt;ast;;ze oba

Result 2: Offline Behaviors — ESG Ratings

s
Bl

Syntao (P ) Wind (

2
1
£
L

Wind ESG Ratings (%)
0
|
L 2

1
I

+

0
P

T

¢

Syntao ESG Ratings (%)

-5

-1

1

DiD Estimate: f=1.045* = DiD Estimate: f=0.188
o Control Mean=45.141 ~ Control Mean=59.159
3 2 ' | 2 3 3 2 | ' | 2 3

-1 0 1 - 0
Quarters to the Start of RCT Quarters to the Start of RCT

Parameter Estimate 1 95% CI

Parameter Estimate 4 95% CI

* Evolution of ESG Ratings from Cited Agencies
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Result 2: Offline Behaviors — ESG Ratings

QuantData (FkHH) Hithink RoyalFlush ([7]4E)[E)

3
L

9
1

|
!

QuantData ESG Ratings (%)
Hithink ESG Ratings (%)

‘—-{l—!

DiD Estimate: p=0.475
-1l Control Mean=49.213 - Control Mean=63.810

DiD Estimate: f=0.147

T T T

-3 -2 1 0 1 2 3 -3 -2 | 0 1 2 3

Quarters to the Start of RCT Quarters to the Start of RCT

Parameter Estimate 1 95% CI

Parameter Estimate 1 95% CI

* Evolution of ESG Ratings from Uncited Agencies
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Result 3: Stock Market Responses — Corporate Valuation

.02

.01
|

0
-

— T e

-.01
!

log(Tradable A-Share Market Value)

-.02
1

DiD Estimate: f=0.002
Control Mean=1.522

=5 -4 =3 <2 =1 0 1 2 3 4 5 6
Months to the Start of RCT

-.03
1

Parameter Estimate 1 95% CI

* Overall, improving ESG does not lead to higher corporate valuation




Q1: What are the experiment’s overall impacts?

Q2: What would happen when we randomly
emphasize E, S, or G concerns?
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Result 4: Firms’ Heterogenous Responses (Supply of ESG)

3.2

_ |
|

2.4

1.6
——

|
i

Treatment Effects

——

L

|
ESG Messages E Messages S Messages G Messages
[ 1T EWords [ | SWords ["] G Words

* E/S/G-specific questions elicit targeted disclosures, revealing firms’ capacity to distinguish ESG
subtopics and adapt their responses to stakeholder concerns
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Result 5: Investors’ Heterogenous Responses (Demand of ESG)

ESG Question Spillovers General Question Sentiment

. DiD Estimates: Bg=0.040 DiD Estimates: Bg=0.058
_ Bs=0.034, B=0.124*** GE Bs=-0.064, B5=-0.125
< Control Mean=0.080 g Control Mean=-2.060
= E=
S s
. 1)
g I (U i P IR
S '*g o N Pt -
Z z /
= <
Cohs = /
2 S ¢
£ :
(2 &
z 2 -
g° 3
= =
£ £
= =
Q Q

7 %

3 a2 a4 0 1 2 3 4 s 6 3 02 a0 1 2 3 4 5 g
Months to the Start of RCT Months to the Start of RCT
® E Messages S Messages @ G Messages ® E Messages S Messages @ G Messages

* G inquiries lead to more follow-up questions and induce more negative sentiments online.
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Result 6: Stock Market’s Heterogeneous Responses (Equilibrium)

w
O.-

log(Tradable A-Share Market Value)

DiD Estimates: Bz=0.020*

< Bs=0.002, B5=-0.010
Control Mean=1.522
5 4 & 2 | 0 1 2 3 4 5 6

M-onths to the Start of RCT

® E Messages @ S Messages @ G Messages

* Stock markets react positively to E messages and negatively to G messages.
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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?
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Theory: Signaling Under Information Asymmetry

* Setting: heterogeneous firms and uninformed investors
* Unobservable firm productivity (value/quality) due to the nature of businesses

e 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.



HKU
BUSINESS
SCHOOL

BXEETRR

Prediction 1: Higher Firm Quality, Better ESG

ROA

ROE

log(TFP1)

log(TFP2)

0.8

06

r0.4

r0.2

~0.2

~0.4

Return on Assets (ROA)
< 25% percentile
25-50% percentile
50-75% percentile
> 75% percentile

Return on Equity (ROE)
< 25% percentile
25-50% percentile
50-75% percentile
> 75% percentile

TFP based on Value Added
< 25% percentile
25-50% percentile
50-75% percentile
> 75% percentile

TFP based on Revenue
< 25% percentile
25-50% percentile
50-75% percentile

> 75% percentile

HKU Jockey Club
Enterprise Sustainability Global
Research Institute

Length ESG Words Sentiment
b - ——
e + e
e + —t—
s - —f
—— + ——
— - ——
e B ——
e - et
i ES i
—_—— -+ —
i - —i—
— + —t
H— + —+-
e -+ ——
— - —t
— - —
T T T T T T T T T T T
0 10 20 30 40 2 4 6 036912

* Firms with higher value/quality (imperfectly measured) send more/higher-quality ESG signals
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Prediction 2: Lower Transparency, Better ESG

Length ESG Words Sentiment
[ ) Summary Index
Internal Management Transparency Index <5V perceritile- o= 2o + ——
« State ownership (Guedhami et al., 2009 JAE) 25-50% percentile —— % e
™1 « Product diversification (Hund et al., 2010 JFE) 50-75% percentile{ —H— + ——
« Research intensity (Kankanhalli et al., 2024 AEJ: Applied) - Py i - =
¢ Independent board members (Armstrong et al., 2014 JFE) = 1iapersentile
Internal Management Index
p N < 25% percentile —t— + —h—
. . 25-50% percentile = + o
External Relationship Transparency Index o= ,
50-75% percentile | —+— + T
- . - e
| * Supply chain concentration (Kim & Davis, 2016 AMJ) > 75% percentile-| [+ #* ——
= "] « Customer concentration (Gualandris et al., 2021 JOM) E . .
t 1 Relationship Ind
de * Supplier concentration (Gualandris et al., 2021 JOM) SR 10:15 B .ex 2
e Share of overseas revenues (Hitt et al., 1997 AMJ) < 25% percentile =t St
| 25-50% percentile == * ==
4
- \ 50-75% percentile-| |+ + T
Market Research Transparency Index > 75% percentile ] N '
Market Research Index
N . EISG bratin? divclargfn(cBe (A\.rre’;g‘mvc:r\:1 _Tt alzongfF éI;E) < 25% percentile —f— + —
¢ Number of analysts (Boone ite, i |
 Number of rating agencies (Sufi, 2007 JF) 25-50% percentile N
¢ Trading intensity (Dierkens, 1991 JFQA) 50-75% percentile-| T+ * =
L ) > 75% percentile-| [+ * SH
I I I I I I I I I I
0 10203040 0 2 4 6 0369

* Firms with lower transparency send more/higher-quality ESG signals BElGaEiiGlnE BEurus s
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Prediction 3: More ESG-Conscious Investors, Better ESG

Investors’ Negative Comments

s No Chasing Highs is My Bottom Line (username)
2024-03-23 09:20:33  (from Shandong)
These ratings are meaningless - too subjective. Just another tool created by European/American
capital to manipulate stock prices. Companies shouldn’t bother with them.
LefiCompass.com (username)
g 12-06 14:11 (on Xueqiu)
ESG is all flashy nonsense & . Any management system that ignores financial metrics is just
bullshit &
P grandfonr0407 (username)
12-13 09:49 (on Xueqiu)
The company can barely survive right now, yet they focus on this stuff? Just go through the
motions, don't take it too seriously.

%  Ramada Regular (username) o Do Whatever You Want (username)
2024-04-08 09:20:03  (from Shanghai) - 2024-01-14 14:40:05 (from Shanghai)
ESG 1s completely useless - just paying The more you invest in this garbage rating
money to fool people system, the worse your profits get!

b%

HKU Jockey Club
Enterprise Sustainability Global
Research Institute

M

2) (3)

Length ESG Words Sentiment

No Neg Comments

Neg Comments

Control Mean
Observations
R-Squared

Firm FE
Industry-Day FE

14.340%F*

(3.798)
9.453%*
(4.544)

75.938
144,872
0.309
Yes
Yes

5.77TRRE 3500k
0.146)  (1.233)

5.350%%% 2347
(0.193)  (1.543)

0.193 23.613
144,872 144,872
0.557 0.301
Yes Yes
Yes Yes

* Firms with more ESG-conscious investors send more ESG signals
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Prediction 4: Stock Market Responses to ESG Signals

Log(Tradable A-Share Market Value)
@) 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

* Firms with higher value/quality, lower transparency, and more ESG-conscious investors
experienced an increase in market valuation
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Alternative Explanations: Leader Characteristics and Cultures

Leader Education

< 25% percentile
25-50% percentile
50-75% percentile

> 75% percentile -
Leader in Academia
< 25% percentile
25-50% percentile
50-75% percentile

> 75% percentile

% of female leaders
< 25% percentile
25-50% percentile
50-75% percentile

> 75% percentile
Government Connection
< 25% percentile -
25-50% percentile
50-75% percentile

> 75% percentile

* VValue, not Values (Starks, 2023)

Length ESG Words Sentiment
_— - ——
R e —
—_— + —_—
R - —_—
— -+ —_—
—_— -+ —_—
—_— 4 -
e -t —
—_— + —
——— - —_—
e - _—
e -- —
—e + R
—— e e
—— - et
—_— - e
T I T T I T I
15 30 2 4 6 4 8

Jinshi Density

< 25% percentile

25-50% percentile
50-75% percentile

> 75% percentile
Confucian Clan Density
< 25% percentile

25-50% percentile
50-75% percentile

> 75% percentile

Dist. to Zhu Xi Academy
< 25% percentile

25-50% percentile
50-75% percentile

> 75% percentile

Num. of Genealogy Books
< 25% percentile

25-50% percentile
50-75% percentile

> 75% percentile

HKU Jockey Club
Enterprise Sustainability Global
Research Institute

Length ESG Words Sentiment
R —= _—
—_— e —
—_— —— —_—
i e S —
—_— = —_—
_—— —— e
e —— —
e — —
— — —_—
—_— — ———
—_— — —_—
—
— -  ——
e —— A
——— i e
—_— —— —_—
T T I I I I I I T T
0 15 30 45 0 2 4 6 8 0 5 1015
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