




Enterprise ESG excellence through the Lens of Investors’ attention: Perspective of polluting and non-polluting firms


Abstract
ESG is a key package for enterprise change and sustainable development. Recently, many investors have taken ESG as an essential part of their capital budgeting decisions and given it importance. Investors are more likely to invest in the capital market but pay minimum attention to ESG practices because of the time and energy limitations. This article uses empirical methods to examine investor attention's impact on business ESG performance. All 100 companies from the Shanghai Stock Exchange between 2015 and 2024 are chosen as the research sample for this study. There are 1000 observations as a result of the application of selection criteria. Drawing on previous research (Tang & Zhu, 2017), this study uses the Internet search index for listed businesses revealed in the CNRDS database as a proxy variable (InvAtt) to quantify the degree of investor attention to listed companies precisely. Empirical data show that investor attention can significantly enhance the ESG standards of publicly traded corporations. According to additional analysis, investor attention substantially impacts ESG performance in private enterprises and high-polluting companies. The findings of this investigation add to and enhance the body of knowledge in corporate ESG studies. Additionally, they offer policy implications and theoretical support for listed businesses looking to develop their ESG investment philosophies and procedures. The study suggests that regulatory authorities should improve investor guidance and encourage listed companies to implement ESG standards. 
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1. Introduction
ESG (Environment, Social, and Governance) infers the betterment of the Environment, society, and government. ESG helps the markets follow the social values with economic values. Recently, many investors have taken ESG as an essential part of their capital budgeting decisions and given it importance. ESG is not new in the management of corporate non-financial information because this concept has evolved from corporate governance (CG), environmental management and corporate social responsibility  (CSR). Therefore, ESG can be a guideline and driver for companies in achieving sustainable development goals (Propheta et al., 2025). Investors are more likely to invest in the capital market but pay minimum attention to ESG practices because of the time and energy limitations. They concentrate on target companies in which they can invest and earn maximum (Chen & Xie, 2022). Recent research on Investor attention is mainly dependent on limited attention and information transmission theories, and it is primarily focused on economic outcomes and investors’ attention. Many studies revolve around the consultation of Investor attention's consequence of the company's stock market carrying out in the Capital market, uncovering its outcomes on the company's ESG behaviour (Zhao et al., 2022). Current research on investor attention is mainly based on the theories of limited attention and information transmission and is primarily focused on exploring the economic consequences of investor attention (Zhang & Zhang, 2024). 
In this research paper, we inspected the influence of investor attention on the ESG level of companies listed in the Shanghai Stock Exchange of China. Outcomes of the research show that investors' attention is alleviated by enhancing a company's ESG performance. Moreover, heterogeneous analysis outcomes display the corporate ESG performance levels, increasing the effect of investor attention, which is more noticeable in private enterprises and core polluting companies. The novelty of this paper is described in upcoming points: Firstly, the existing literature primarily examines the economic impact of corporate ESG performance, with less emphasis on the factors that motivate businesses to enhance their ESG practices actively. Some studies examine the determinants of corporate internal component ESG performance. For the first time, this research article reviews the outlook of outside investor attention, examining its consequences on corporate ESG performance. This technique enhances the factors related to corporate ESG development and analyses outside factors that influence it. Secondly, this study is based on separating rational and irrational attention. On the other hand, this paper targets corporate governance roles that outside investors intend to enlarge corporate performance. It also highlights the study of economic outcomes of Investor attention by deeply inspecting the micro-routes by which investor attention impacts corporate ESG performance and the uneven effects caused by diverse factors in their interaction. Thirdly, the results of this research show new ways to enlarge the ESG performance for listed companies in China. For the regulatory authorities, it also gives theoretical support and practical guidance for improving the Investor's knowledge.
2. Literature Review
Many investors are targeting the impact of companies on the environment, containing ESG factors in deciding on investment (Zhang et al., 2021; Liu et al., 2023; Li et al., 2025; Islam et al., 2025). Mielke and Steudle (2018) argue that green investments, which involve tangible actions by companies to meet dual carbon targets, strengthen a company’s credibility and appeal to investors. This shift could create additional investment opportunities and result in more stable capital inflows, boosting companies' market and shareholder value (Shen et al., 2023). Market recognition and capital attention led to gaining more incredible ESG rating sources (Chen et al., 2023). Although extracted by dual carbon targets in China, a strengthened policy helps, and industry compliance requirements give vigorous inspections to take green investments for the listed companies. The Government and administrative units take the initiative to motivate and offer rewards. On the other hand, standard-setting bodies have to set uncompromising standards for the environment and society; companies should work for the environmentally conscious (Sohag et al., 2023; Wang et al., 2023).
Investor attention is demonstrated because of the restrictions of energy and time; for investors, it is inconceivable to think about all stock investments, and it also restricts the quantity of knowledge they use to analyse and examine the stock market (Abody et al., 2010). It led to some events: surplus stock returns (Hou et al., 2008), underreaction to earnings forecasts (Doyle et al., 2003), market price reactions (DellaVigna & Pollett, 2009), broad hope about firms’ excellence of net operating assets (Hirshleifer & Teoh, 2003), earnings volatility around earnings announcements (Frazzini & Lamont, 2007), and unreasonable behaviour of investors about earnings announcement days (Barber & Odean, 2008).
3. Data Description and Methodology 
[bookmark: _Hlk187406886]All 100 companies from the Shanghai Stock Exchange between 2015 and 2024 are chosen as the research sample for this study. All of the data came from the CNRDS and CSMAR databases, and the samples were filtered in the manner described below: (1) samples with missing financial data are excluded; (2) all continuous variables are subjected to Winsorize treatment at the 1% to UU% level in order to remove their influence; (3) financial and insurance firms are excluded due to industry-specific characteristics. There are 1000 observations as a result of the application of selection criteria. Drawing on previous research (Tang & Zhu, 2017), this study uses the Internet search index for listed businesses revealed in the CNRDS database as a proxy variable (InvAtt) to quantify the degree of investor attention to listed companies precisely. The precise calculation approach adds up the search values based on keywords, such as the listed companies' full names, stock codes, and business abbreviations. Then, it utilises the natural logarithm of this amount as a measure of ESG.  The ESG rating evaluates a company's social effects performance by considering three factors: corporate governance, social impact, and the environment. A company's social impact can be more precisely measured by considering various factors, including diversity, inclusivity, community support, and employee well-being. To assess the overall performance of businesses in the social effect dimension (ESG), this study uses the Huazheng ESG rating index. Since there are nine levels in the Huazheng ESG rating—specifically, AAA, AA, A, BBB, BB, B, CCC, CC, and C—this study gives the lowest level, the C-level, a score of 1 and adds one point for each subsequent level, reaching the highest score of 9 (AAA-level). This technique is employed to measure the ESG ratings.
This work chooses the following control variables to reduce the impact of potential influences on the research findings, as suggested in recent studies (Razzaq et al., 2023; Elmawazini et al., 2022). The ratio of total liabilities at the end of the period to total assets is known as corporate leverage (CL). At the start of the term, the ratio of net profit to total assets is known as return on total assets, or ROA. The listed company's age (Age) is calculated by taking the natural logarithm of the years it has been listed. The size of the business is indicated by the natural logarithm of the assets' book value at the end of the year. The business growth rate (GR) is the proportion of net fixed assets to total assets. Intangible asset intensity (IAI) is the ratio of net intangible assets to total assets. The institutional investor holding ratio (IInv) is the ratio of the total number of shares of the listed firm to the number of shares held by institutional investors. The CEO–Chair duality (Dual) value is zero if the general manager and the board chairperson are not the same individual or otherwise. Management shareholding ratio (MSHR) is the ratio of management's shareholdings to the total number of shares of the publicly traded firm.
Using the following econometric model, this research investigates how investor attention affects listed businesses' ESG levels:
ESGit =α0 +α1InvAttit +∑α3 Controlsit +δt +εit
In the model, α0 is the intercept term, α1 is the parameter of interest in this study that we are specifically focused on estimating, ESGit represents the overall ESG level of the sample companies, InvAttit represents the level of investor attention, and Controlsit represents the control variables used in this study. If an increase in investor attention is significantly positive, it suggests that the ESG level of listed companies is improved. εit is the residual term, and δt stands for the time-fixed effects.
Table 1: Summary of Statistics
	VarName 
	Mean
	SD
	Min
	Median
	Max

	ESG
	8.637
	1.098
	3
	6
	1

	InvAtt
	12.75706
	0.278568
	0
	10.90097
	17.58882

	CL
	-0.53602
	-0.0223
	-0.10809
	-0.52072
	0.833375

	ROA
	-0.60416
	-0.23481
	-0.73899
	-0.21826
	-0.52962

	Age 
	1.559992
	0.060835
	-0.08756
	2.23281
	2.397194

	Size 
	21.74502
	0.82253
	18.21199
	21.22459
	24.04787

	GR
	-0.36682
	0.136166
	-1.41141
	-0.16735
	1.976656

	IAI
	-0.06052
	-0.34722
	0
	-0.79174
	-0.08278

	IInv
	-0.18906
	-0.18769
	0.0273
	0.005829
	0.153213

	Dual 
	-0.28318
	-0.40037
	0
	0
	1

	MSHR 
	0.069137
	3.351001
	0
	0
	19.34



4. Results/ Econometric Outcomes
This work's descriptive statistical results of the pertinent research variables are shown in Table 1. EGS has the most excellent mean value, 8.637, and its minimum is 3, suggesting that the samples' ESG performance varies significantly. The fact that the least value of investor attention is zero and the maximum is 17.588 indicates that the sample companies' levels of investor attention vary significantly. The business growth rate has a median of -0.16735 and a sample mean of -0.36682 with a maximum value of 1.976656 and a lowest value of -1.41141. Descriptive statistics provide basic trends in data series (Shahid et al., 2021; Shahid et al., 2022). The prevalence of negative values suggests that some organisations have seen tremendous growth, even though some have negative growth and may be impacted by internal management problems, market rivalry, or economic downturns. 
Table 2: Impact of Investor attention on ESG performance of Firms
	
	Esg (1)
 Model 1 
	(2)
Model 2
	(3)
Model 3

	InvAtt
	0.0536***
	0.6444***
	0.6582***

	CL
	
	-0.3827
	-0.4822

	ROA
	
	1.0933***
	1.5744***

	Age 
	
	-0.1836 
	-0.2343*

	Size 
	
	0.5464*** 
	0.5546***

	GR
	
	0.0163
	0.0266

	IAI
	
	0.0543
	0.0553**

	IInv
	
	
	0.0253

	Dual 
	
	
	0.0776

	MSHR 
	
	
	-0.0029***

	Cons 
	1.7464***
	-4.6454***
	-4.7364***

	Year 
	Control
	Control
	Control

	Industry 
	Control
	Control
	Control

	R2
	0.4733
	0.6363
	0.6530


Note: ***, **, and * denote statistical significance at the 1% (p < 0.01), 5% (p < 0.05), and 10% (p < 0.10) levels, respectively. 
Model (1)'s empirical test results are shown in Table 2. The results of regressions that only control for the effects of the year and industry are shown in column (1); The inclusion of control variables at the level of financial performance are shown in column (2); and those that include control variables at the level of corporate governance and financial performance are shown in column (3). According to the regression analysis, the investor attention coefficient for listed businesses' ESG level is significantly positive at 1%. This implies that attracting investors can considerably raise listed firms' ESG standards. The results suggest that a company's dedication and performance in the marketplace are strongly correlated with how actively investors focus on advancements and progress.
Table 3: Heterogeneity between private and public-owned enterprises
	
	ESG (1) Private firms
	ESG (2) State-owned firms

	InvAtt
	0.6475*** 
	0.3764*

	CL
	-0.4665*** 
	0.3152***

	ROA
	0.1873*
	1.5433***

	Age 
	-0.1229**
	-0.2944***

	Size 
	0.3874*** 
	0.1754***

	GR
	0.0163*
	0.0264**

	IAI
	1.0091*** 
	-0.0943*

	IInv
	-0.0177**
	-0.0815***

	Dual 
	0.0197**
	0.0096*

	MSHR 
	0.1864**
	0.10092**

	_Cons 
	-6.0903*** 
	-4.3654***

	Year 
	Control
	Control

	Industry 
	Control
	Control

	R-Square 
	0.4653
	0.6535

	Chow test
	5.01***


Note: ***, **, and * denote statistical significance at the 1% (p < 0.01), 5% (p < 0.05), and 10% (p < 0.10) levels, respectively. 
Ownership differences found in the current study are displayed in Table 3. Businesses with varying property rights features show differences in how they coordinate their interests and allocate resources (Huang et al., 2022). Private businesses are usually focused on the market, consider social reputation, and can react to consumer requests faster. These businesses will raise their ESG levels as investor interest increases. According to Duncombe et al. (2023), state-owned businesses, on the other hand, have a more complicated decision-making process and might react less strongly to investor attention due to administrative interventions and government policies. Additionally, businesses with varying property rights exhibit differences in information transparency, market access, and resource acquisition. Private firms may depend more on the support and funding of stakeholders, although state-owned businesses may have some advantages when it comes to acquiring resources. Consequently, when the level of investor attention rises, the answers may change. These differences serve as the basis for this paper's classification of the research samples based on property rights attributes. The test results, displayed in Table 3, suggest that, among samples of private businesses, investor attention has a considerable impact on raising the ESG level of listed companies. Although the regression coefficient of investor attention on the ESG level of listed corporations is positive, it is not statistically significant in state-owned enterprise samples. This might result from private businesses being more proactive and considerate while serving investors. Because the market drives them, they may be able to adjust more quickly and effectively, improving their ESG policies in response to investors' attention.
Table 4: Heterogeneity between polluting and non-polluting enterprises
	
	ESG (1) Polluting Enterprises
	ESG (2) Non-Polluting Enterprises 

	InvAtt
	0.0264*** 
	0.0177

	CL
	0.2984*
	0.2173**

	ROA
	1.1733*** 
	0.7633**

	Age 
	-0.1837**
	-0.0938***

	Size 
	0.3827*** 
	0.3291***

	GR
	0.1465*** 
	0.0866***

	IAI
	-0.4087*
	-0.6587***

	IInv
	-0.2093**
	-0.3265***

	Dual 
	0.3827***
	0.2874*

	MSHR 
	-0.1003***
	0.0983**

	Cons 
	-4.3554*** 
	-3.094***

	Year 
	Control
	Control

	Industry 
	Control
	Control

	R2
	0.4564
	0.6535

	Chow test
	3.198***
	


Note: ***, **, and * denote statistical significance at the 1% (p < 0.01), 5% (p < 0.05), and 10% (p < 0.10) levels, respectively. 
The heterogeneity analysis between polluting and non-polluting enterprises is shown in Table 4. Because major polluting corporations can quickly generate environmental contamination, they are likelier to draw external notice than non-key polluting companies. Nonetheless, this also implies that these businesses are more likely to improve their environmental protection and social responsibility initiatives while being watched by the market to alter the market's perceptions of them. Based on this, the research samples are categorised as important polluting firms and non-key polluting enterprises. The information provided in listed firms' annual reports, mainly if "the listed company and its subsidiaries are key polluting units/industries of heavy pollution as announced by the environmental protection department." According to Table 4's group test results, investor attention's improving influence on listed companies' ESG levels is only substantial for key polluting enterprise samples. In non-key polluting businesses, however, it is not statistically significant. This discrepancy might result from the increased regulatory and public scrutiny that major polluting corporations experience, which forces them to implement more significant steps to raise the standards of their ESG. Given their lack of importance, non-key polluting companies might not be subject to the same level of scrutiny or pressure, which could affect how responsive they are to investor interest in ESG standards.
5. Conclusion
The impact of investor attention on listed companies' ESG performance is experimentally studied in this research, suggesting that investor scrutiny may pressure these corporations to comply. The findings show that the ESG standards of listed firms are considerably raised by investor attention. Heterogeneity analysis further shows that the samples of private companies and significant polluting companies have a robust promotional effect on investor attention on corporate ESG levels. The findings of this investigation add to and enhance the body of knowledge in corporate ESG studies. Additionally, they offer policy implications and theoretical support for listed businesses looking to develop their ESG investment philosophies and procedures. Regulatory authorities also use them as a reference in their continuous efforts to direct investor attention towards business ESG performance. Given the increased focus on sustainable and ethical investment practices in the business sector, these insights are essential for improving corporate compliance, environmental stewardship, and governance standards.

COMPETING INTERESTS DISCLAIMER:
Authors have declared that they have no known competing financial interests OR non-financial interests OR personal relationships that could have appeared to influence the work reported in this paper.

[bookmark: _Hlk191544944]Disclaimer (Artificial intelligence)
Option 1: 
Author(s) hereby declare that NO generative AI technologies such as Large Language Models (ChatGPT, COPILOT, etc.) and text-to-image generators have been used during the writing or editing of this manuscript. 
Option 2: 
Author(s) hereby declare that generative AI technologies such as Large Language Models, etc. have been used during the writing or editing of manuscripts. This explanation will include the name, version, model, and source of the generative AI technology and as well as all input prompts provided to the generative AI technology
Details of the AI usage are given below:
1.
2.
3.


References 
Aboody, D., Lehavy, R., & Trueman, B. (2010). Limited attention and the earnings announcement returns of past stock market winners. Review of Accounting Studies, 15, 317–344.
Barber, B. M., & Odean, T. (2008). All that glitters: The effect of attention and news on the buying behaviour of individual and institutional investors. The review of financial studies, 21(2), 785-818.
Chen, S., Song, Y., & Gao, P. (2023). Environmental, social, and governance (ESG) performance and financial outcomes: Analyzing the impact of ESG on financial performance. Journal of Environmental Management, 345, 118829.
Chen, Z., & Xie, G. (2022). ESG disclosure and financial performance: Moderating role of ESG investors. International Review of Financial Analysis, 83, 102291.
DellaVigna, S., & Pollet, J. M. (2009). Investor inattention and Friday earnings announcements. The journal of finance, 64(2), 709-749.
Doyle, J. T., Lundholm, R. J., & Soliman, M. T. (2003). The predictive value of expenses excluded from pro forma earnings. Review of Accounting Studies, 8, 145-174.
Duncombe, S., Park, M., Tarsalewska, M., & Trojanowski, G. (2023). ESG positioning in private infrastructure fundraising. International Review of Financial Analysis, 90, 102924.
Elmawazini, K., Chkir, I., Mrad, F., & Rjiba, H. (2022). Does green technology innovation matter to the cost of equity capital?. Research in International Business and Finance, 62, 101735.
Frazzini, A., & Lamont, O. A. (2007). The earnings announcement premium and trading volume. NBER working paper, (w13090).
Hillenbrand, A., & Schmelzer, A. (2017). Beyond information: Disclosure, distracted attention, and investor behavior. Journal of Behavioral and Experimental Finance, 16, 14-21.
Hirshleifer, D., & Teoh, S. H. (2003). Limited attention, information disclosure, and financial reporting. Journal of accounting and economics, 36(1-3), 337-386.
Hou, K., Peng, L., & Xiong, W. (2008). A tale of two anomalies: The implications of investor attention for price and earnings momentum. SSRN.
Huang, H., Mbanyele, W., Wang, F., Song, M., & Wang, Y. (2022). Climbing the quality ladder of green innovation: does green finance matter?. Technological Forecasting and Social Change, 184, 122007.
Islam, M. U., Abdul Hamid, B., & Shahid, M. N. (2025). ESG activities and bank performance with the moderating influence of competition and regulatory quality: a study in the organization of Islamic countries. International Journal of Islamic and Middle Eastern Finance and Management.
Liu, Y., Zhang, J., & Dai, Y. (2023). Analyst following and greenwashing decision. Finance Research Letters, 58, 104510.
Li, Y., Shahid, M. N., Ali, A., & Umer, U. (2025). Determinants of Stock Pledge Risk, ESG and Firm-specific Financial Factors. A novel model to measure Risk associated with Stock Pledges . Journal of Economics, Finance and Accounting Studies , 7(1), 16-25.
Mielke, J., & Steudle, G. A. (2018). Green investment and coordination failure: an investors' perspective. Ecological Economics, 150, 88-95.
Razzaq, A., Sharif, A., Ozturk, I., & Skare, M. (2023). Asymmetric influence of digital finance, and renewable energy technology innovation on green growth in China. Renewable Energy, 202, 310-319.
Shahid, M. N., Islam, M. U., Alam, N., & Ali, M. (2022). Time-Varying Return Predictability and Adaptive Behavior in The US Commodity Markets During COVID-19. International Journal of Economics & Management, 16.
Shahid, M. N., Ateeq, A., Sattar. A., Lodhi, R. N., & Islam, M. U. (2021). Monday anomaly manifests adaptive behavior. A firm level evidence from emerging market. The journal of contemporary issues in business and government, 27(3), 2421-2444.
Shen, H., Lin, H., Han, W., & Wu, H. (2023). ESG in China: A review of practice and research, and future research avenues. China Journal of Accounting Research, 100325.
Sohag, K., Hassan, M. K., Bakhteyev, S., & Mariev, O. (2023). Do green and dirty investments hedge each other?. Energy Economics, 120, 106573.
Tang, W., & Zhu, L. (2017). How security prices respond to a surge in investor attention: Evidence from Google Search of ADRs. Global Finance Journal, 33, 38-50.
Wang, J., Ma, M., Dong, T., & Zhang, Z. (2023). Do ESG ratings promote corporate green innovation? A quasi-natural experiment based on SynTao Green Finance's ESG ratings. International Review of Financial Analysis, 87, 102623.
Wang, Z., & Zhang, J. (2023). Nexus between corporate environmental performance and corporate environmental responsibility on innovation performance. Environment, Development and Sustainability, 25(10), 11645-11672.
Zhang, X., Zhao, X., & Qu, L. (2021). Do green policies catalyze green investment? Evidence from ESG investing developments in China. Economics Letters, 207, 110028.
Zhao, Y., Wang, N., Zhang, L., Sun, B., & Yang, Y. (2022). The greater the investor attention, the better the post-IPO performance? A view of pre-IPO and post-IPO investor attention. Research in International Business and Finance, 63, 101789.
Propheta, M., Irmadariyani, R., & Kustono, A. S. (2025). The Effect of ESG Disclosure and Financial Performance on Company Value with Company Size as a Control Variable on Companies Listed on the ESG Leaders Index. Asian Journal of Economics, Business and Accounting, 25(2), 49–63.
Zhang, Z., & Zhang, L. (2024). Investor attention and corporate ESG performance. Finance Research Letters, 60, 104887.






