
 
 
 
 
 
Environmental Engineering and Management Journal                                                                     May 2022, Vol. 21, No. 5, 857-868 

http://www.eemj.icpm.tuiasi.ro/; http://www.eemj.eu 
 

 

 

 
 

 
 
 

“Gheorghe Asachi” Technical University of Iasi, Romania 
 

 

 

 

ENVIRONMENTAL PERFORMANCE, SOCIAL RESPONSIBILITY  

AND CORPORATE GOVERNANCE (ESG) RATINGS  

AND FINANCIAL RISK 
 

Yiwei Wang1, Lifeng Chen2, Shanyue Jin3 
 

1School of Accountancy, Henan University of Engineering, Zhengzhou, 451191, China 
2School of Business, Zhejiang University City College, Hangzhou, 310015, China 

3School of Business, Gachon University, Seongnam, 13120, South Korea 
 

 
Abstract 
 
The promotion of environmental performance , social responsibility , and corporate governance (ESG) ratings are increasingly 
becoming the consensus of multinational green financial institutions, investors, and governments, as evidenced by the increasing  
number of ESG scoring systems and databases developed in recent years. After the full implementation of the Green Credit 
Guidelines (GCG) policy by the Chinese government in 2014, all environment-related firms, especially listed firms, had to be 
concerned about their ESG information disclosure. Based on the difference-in-difference (DID) approach, this study empirically 
examined the impact of the green finance policy on ESG scores and financial risk within the green economy. We applied a fixed 
effect (FE) model to analyze static panel data to test the impact of financial risk on ESG indices, with a general method of moments 
(GMM) two-step system in the dynamic panel to perform the benchmark regression. We also further evaluated the moderating effect 
of patent lifespan and internal controls. Our empirical results indicate that; 1) GCG policy significantly improved the ESG scores 
and reduced the financial risk of green enterprises; 2) financial risk negatively affected ESG ratings in Chinese listed companies; 3) 
the maintenance period of patents and internal controls could significantly moderate financial risk, with a negative interaction, and 
help enterprises with profitable operations to improve their ESG ratings. 
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