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How Can Development of Green Finance Guide Enterprises to “Move towards Sustainability”?

Empirical Evidence from Listed Enterprises in Heavy-pollution Industries

ZHANG Kewen, DENG Jiexuan

(School of Applied Economics, Guizhou University of Finance and Economics, Guiyang 550025, China)

Abstract: Under the “dual carbon” goal, China has continuously improved the top-level design of green finance, guides capital flows to
environmental protection sectors, and drives heavily polluting enterprises to accelerate their green transformation. Data of listed firms in heavily
polluting industries of China’s Shanghai and Shenzhen A-shares from 2012 to 2024 were used to investigate the impact of green finance on ESG
(environmental, social, and governance) performance of heavily polluting enterprises. It is found that green finance development has a
significantly positive effect on the ESG performance of heavily polluting enterprises, and this positive effect is more pronounced in state-owned,
non-high-tech heavily polluting enterprises and those with a higher proportion of institutional investor ownership. It is found through
mechanism analysis that green finance promotes the ESG performance of heavily polluting enterprises by improving both the quantity and quality
of their green innovation. The improvement effect of green finance on ESG performance is jointly affected by external and internal conditions.
Environmental regulation strengthens the promoting effect of green finance on ESG performance, and enhancing executives’ green awareness
can reinforce the positive impact of green finance on heavily polluting enterprises. The internal logic of green finance in driving ESG performance
of heavily polluting enterprises is clarified and the policy implications for low-carbon transformation of such enterprises are provided.

Keywords: green finance; highly polluting firms; ESG (environmental, social, and governance) ; green innovation; environmental regulation;

executive green awareness
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