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ABSTRACT  

This article focuses on the impact logic of ESG (Environmental, Social, Governance) practices and 
policy stability on corporate financing. By combining information asymmetry theory, institutional 
economics theory, and the current status of corporate financing practices, the article analyzes the 
pathways of the two - ESG practices optimize financing conditions directly by mitigating information 
gaps and strengthening corporate reputation, while policy stability focuses on reducing 
environmental uncertainty and regulating the financing empowerment effect of ESG practices. The 
two work together to build a healthy ecosystem for corporate financing. Research has found that 
standardized ESG practices can effectively weaken the risk concerns of financial institutions and 
investors, while continuous and stable policies can build confidence in corporate ESG investment, 
further loosening the financing environment. All conclusions are based on public policy documents, 
industry reports, and academic achievements, which can provide practical references for enterprises 
to optimize financing strategies and governments to formulate relevant policies. 
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1. INTRODUCTION 

Globally, ESG has been upgraded from a "social responsibility initiative" to a core competitiveness 
for sustainable development of enterprises. China has also gradually guided enterprises to integrate 
ESG into their business decisions through policies such as the "Green Bond Support Project Catalog" 

and the "ESG Information Disclosure Guidelines for Listed Companies". According to the "China 
ESG Development White Paper (2024)", the proportion of A-share companies disclosing ESG reports 

in 2023 reached 78%, an increase of 32 percentage points from 2020, and ESG practices have been 
deeply embedded in enterprise management. At the same time, "difficult and expensive financing" 
remains a prominent obstacle to the development of small and medium-sized enterprises, while the 

frequency of policy adjustments and the completeness of ESG information disclosure are gradually 
becoming key variables that affect the success rate of enterprise financing [1]. Existing research often 

explores the role of ESG or policy stability in financing in isolation, but pays little attention to the 
synergistic logic between the two - in practical operations, a company's ESG investment is often 
constrained by the policy environment, and policy fluctuations may also "discount" the financing  

value of ESG practices. In this context, clarifying how the two jointly affect corporate financing can 
not only enrich the intersection theory of institutional economics and corporate finance, but also 

provide practical basis for enterprises to solve financing difficulties and for governments to maintain 
policy continuity. All research materials come from publicly available authoritative channels, 

ensuring the authenticity and credibility of the content. 
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2. DEFINITION OF RELATED CONCEPTS AND THEORETICAL BASIS 

2.1. Concept Definition 

ESG practice is not an abstract concept, but a concrete action taken by enterprises in the three 

dimensions of environment, society, and governance: the environmental dimension involves pollutant 
reduction, clean energy use, and resource recycling, while the social dimension focuses on employee 

rights protection, supply chain responsibility management, and community public welfare 
participation. The governance dimension points to optimizing equity structure, improving internal 
control mechanisms, and improving the quality of independent director performance. Evaluation 

standards can refer to the Global Reporting Initiative (GRI) "GRI Sustainable Development Reporting 
Standards" or the domestic "Corporate ESG Disclosure Guidelines". The core of policy stability is 

"predictability" [2]. If the core terms of emission standards in the environmental protection field and 
green credit policies in the financial field remain unchanged within 3-5 years and are subject to 
hearing and soliciting opinions before adjustment, they can be considered  highly stable. The judgment 

is based on policy documents and interpretations from departments such as the National Development 
and Reform Commission and the China Securities Regulatory Commission. Corporate financing 

covers both debt and equity: Debt financing includes bank working capital loans, green bond issuance, 
etc. Equity financing involves IPO, targeted issuance, equity crowdfunding, etc. Data can be obtained 
from corporate financial reports and public information on the Shanghai and Shenzhen stock 

exchanges. 

2.2. Theoretical Basis 

The theory of information asymmetry provides a core explanation for the financing value of ESG 
practices - in the game between enterprises and funding parties, funding parties raise the financing 
threshold due to the lack of real risk information of enterprises, while ESG practices fill the 

information gap and mitigate risk considerations through public environmental governance and social 
responsibility [3]. This theory has been validated in empirical results such as Gorton and Winton's 

"Financial Intermediary Theory" and domestic scholars' "Research on the Relationship between 
Corporate ESG Information Disclosure and Financing Costs". The theory of institutional economics 
emphasizes that policy, as an "institutional supply," directly affects the long-term decision-making of 

enterprises in terms of stability: frequent policy changes may cause ESG investment by enterprises 
to become outdated as soon as it is invested, such as multiple short-term increases in environmental 

standards, which can lead to the failure of pollution control equipment and increased operational risks 
for enterprises; On the contrary, stable policies provide clear expectations and make ESG investment 
more sustainable, which is in line with the legislative spirit of "maintaining policy continuity and 

stability" in China's "Regulations on Optimizing the Business Environment". The signal transmission 
theory points out that regulating ESG practices is a signal for companies to transmit "high-quality 

operations" to the market - companies actively disclosing ESG reports and participating in ratings can 
prove long-term development capabilities, attract capital inflows, and the phenomenon of "higher 
success rate of equity financing for A-level ESG rated companies" in A-shares is a practical 

manifestation of this theory. 

3. THE DIRECT IMPACT MECHANISM OF ESG PRACTICES ON 
CORPORATE FINANCING 

In the complex ecosystem of corporate financing, ESG practices directly connect financing channels 
for enterprises through three interrelated dimensions, each path supported by specific cases and data. 

The core value of the environmental dimension is "reducing risk costs": through energy-saving 
renovation and pollution control, enterprises can not only avoid environmental violations and fines, 
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but also improve asset quality - taking a certain electronic manufacturing enterprise in the Pearl River 
Delta region as an example, after introducing photovoltaic power supply system and wastewater 
recycling treatment technology in 2022, its environmental risk rating was downgraded from 

"medium" to "low". A state-owned bank lowered its loan interest rate by 0.5 percentage points based 
on this [4], which is highly consistent with the statistical conclusion in the "China Green Credit 

Development Report (2023)" that "the average credit cost of environmental risk improvement 
enterprises decreased by 0.3-0.8 percentage points". The role of the social dimension lies in "building 
reputation assets": the protection of employee rights by enterprises (such as paying social security in 

full, providing vocational training), and feedback to the community (such as participating in rural 
revitalization, disaster relief donations) can significantly enhance brand recognition, and a good brand 

image is the "soft power" that equity investors value [5]. According to the "A-share Corporate Social 
Responsibility and Financing Efficiency Report" released by Wind Database in 2024, the equity 
financing application approval rate of the top 10% of companies with social responsibility scores in 

2023 reached 89.2%, which is 15.1 percentage points higher than the industry average (74.1%). This 
data can be verified through Wind terminal queries. The governance dimension focuses on "reducing 

agency costs": a sound corporate governance structure (such as independent directors accounting for 
more than 30% and establishing internal control audit committees) can effectively constrain 
management behavior, reduce the risk of fund misappropriation, and make fund suppliers more at 

ease. The 2023 White Paper on Corporate Governance and Financing of the ChiNext Board by the 
Shenzhen Stock Exchange clearly states that the average bond issuance interest rate for companies 

with governance structure standards in the ChiNext Board is 3.2%, which is 0.8 percentage points 
lower than that of companies with governance non-compliance standards (4.0%). In addition, the 
standardization of ESG information disclosure is also crucial - after the implementation of the 

Shanghai Stock Exchange's "Guidelines for ESG Information Disclosure of Listed Companies", 
companies that disclose complete ESG reports have reduced their financing approval cycle by an 

average of 12 days, which is a direct result of the reduction in information asymmetry. 

4. THE REGULATORY EFFECT OF POLICY STABILITY ON 
CORPORATE FINANCING 

The direct empowering effect of ESG practices on financing is not effective in a vacuum environment. 
The stability of the policy environment is like a "ballast stone", deeply regulating the intensity and 

effectiveness of this effect [6]. This regulatory logic can be confirmed from the two major policy 
fields of environmental protection and finance. In the field of environmental protection policies, 
"frequent changes" often mean an increase in the "sunk costs" of corporate ESG investment : a 

northern province adjusted its chemical industry emission standards three times in 2021-2022, 
resulting in some chemical companies in the area having to redo their pollution control renovations 

multiple times, leading to a sharp increase in operational risks. Local banks' credit allocation to the 
industry decreased by 18% year-on-year; The target of "reducing energy consumption per unit of 
GDP by 13.5%" clearly stated in the 14th Five Year Plan allows enterprises to plan energy-saving 

investments with ease due to its clear implementation cycle and stable standards. According to the 
2024 "Regional Environmental Protection Policy and Enterprise Financing Correlation Analysis 

Report" by the National Bureau of Statistics, provinces with less than 2 environmental policy 
adjustments per year (such as Zhejiang and Guangdong) from 2021 to 2023 had an average green 
credit acquisition rate of 38.6% for local enterprises, while provinces with more than 4 policy 

adjustments per year had only 18.2%, a difference of 20.4 percentage points. In the field of financial 
support policies, stability directly determines the "expected return" of corporate ESG investment: 

Since the implementation of China's "Guiding Opinions on Promoting the Development of Green 
Finance" in 2017, the core provisions (such as green bond interest subsidy policies and green credit 
risk weighting preferences) have remained stable, and this continuity has led companies to increase 

ESG investment. According to the 2024 "Green Finance Development Report" of the People's Bank 
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of China, the issuance of green bonds in China reached 850 billion yuan in 2023, a year-on-year 
increase of 18%, far exceeding the growth rate of ordinary corporate bonds by 5%. It is worth noting 
that policy transparency is an important supplement to stability: the "Regulations on the Disclosure 

of Government Information" require public solicitation of opinions and clear implementation 
deadlines before policy introduction. This "transparency operation" can reduce enterprise anxiety - 

for example, when a province introduces a green credit subsidy policy in 2023, it seeks opinions from 
financial institutions and enterprises three months in advance and specifies that the subsidy policy 
will continue until 2026. After the policy is released, the local enterprise green credit application 

volume increases by 25% in the same month, which is the result of the combined effect of policy 

stability and transparency. 

5. THE SYNERGISTIC IMPACT MECHANISM BETWEEN ESG 
PRACTICES AND POLICY STABILITY 

In the reality of corporate financing, ESG practice and policy stability are not "fighting on their own", 

but forming a mutually supportive collaborative logic. This synergistic effect is reflected not only in 
the policy's "escort" for ESG, but also in the ESG's "reverse empowerment" for policy implementation. 

From the perspective of policy support for ESG, stable policies can provide "deterministic returns" 
for corporate ESG investment: China's green finance policies (such as easy issuance of green bonds 
and preferential green credit interest rates) will remain stable from 2019 to 2023, allowing new energy 

enterprises to develop long-term ESG investment plans. A certain photovoltaic enterprise invested 
200 million yuan in 2021 to build a photovoltaic module recycling production line, based on the 

expectation that "green credit policies will continue". This investment not only raised its ESG rating 
to A, but also obtained a 300 million yuan low interest loan from a certain bank [7], and then invested 
150 million yuan in the research and development of efficient photovoltaic cells, forming a virtuous 

cycle of "policy stability → ESG investment → financing optimization → reinvestment". This case 
can be seen in "ESG and Financing of Chinese New Energy Enterprises". The Blue Book of 

Development (2024). From the perspective of ESG empowerment policies, standardized ESG 
practices by enterprises can reduce policy implementation resistance and make policies easier to 
maintain stability: Manufacturing enterprises included in local ESG pilot projects in the Jiangsu 

Zhejiang Anhui region of the Yangtze River Delta from 2021 to 2023 have significantly improved  
policy stability by improving environmental ledgers and publicly disclosing social responsibility data, 

so that local environmental protection departments do not need to frequently adjust regulatory policies 
(such as simplifying environmental inspection frequency). According to the "Yangtze River Delta 
Enterprise ESG Development Report (2024)", the frequency of environmental policy adjustments in 

the pilot enterprise area is 40% lower than that in non pilot areas, and the average financing interest 
rate of enterprises is reduced by 0.3 percentage points. In addition, the synergy between the two can 

also activate the overall capital vitality of the market: stable policies attract more financial institutions 
to layout in the ESG field, standardized ESG practices make capital more willing to invest, and this 
"two-way attraction" broadens the financing channels for enterprises. In 2023, the scale of ESG 

themed funds in China reached 620 billion yuan, an increase of 95% compared to 2021, which is a 
direct reflection of the synergy effect of the two. This data comes from the public report of the China 

Securities Investment Fund Industry Association [8]. 

6. SUGGESTIONS FOR OPTIMIZING ENTERPRISES AND POLICIES 
BASED ON IMPACT MECHANISMS 

6.1. Enterprise level: Transforming ESG into "Financing Competitiveness" 

Enterprises need to break away from the misconception of "scattered ESG investment" and build a 

systematic ESG management framework - they can refer to the GRI standard to establish a dedicated 
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ESG department, formulate annual ESG plans based on industry characteristics (such as high energy 
consuming enterprises aiming to optimize energy consumption and waste heat utilization), and ensure 
that ESG information disclosure is true and complete (such as third-party audit reports), in order to 

fundamentally alleviate the information gap with funding parties [9]. Environmental investment 
closely follows policy guidance: Steel and chemical enterprises prioritize docking with "dual carbon" 

support projects (such as carbon capture and transformation); Social action rooted in local needs: the 
manufacturing industry collaborates with the government to provide vocational skills training, 
balancing social responsibility and local recognition; Governance optimization focuses on risk 

prevention and control: avoid "one dominant shareholder", with independent directors accounting for 
over 30%, and establish a mechanism linking ESG performance to management compensation. In 

addition, companies need to actively build ESG communication bridges with financial institutions, 
regularly submit practice reports, participate in financing matchmaking meetings, and show the ESG 
value to the funding side, all of which come from the practice of A-share A-level enterprises and are 

operable. 

6.2. Government level: Ensuring Corporate Financing with Policy Stability 

Before the government introduces ESG related policies, it is necessary to conduct in-depth industry 
research - through entrepreneur symposiums, industry seminars, etc., to absorb different opinions 
from enterprises (such as low tolerance of policies for small and medium-sized enterprises, which 

need to consider adaptation cycles), clarify the implementation period (recommended at least 3 years), 
and avoid "changing overnight" [10]. Strengthening transparency and interpretation in policy 

implementation: Interpreting details through official websites and government new media (such as 
green bond tax incentives), regularly releasing effect reports (such as green credit data), and helping 
enterprises form stable expectations. At the same time, establish a policy stability evaluation 

mechanism: invite universities and experts to evaluate the impact of policies on financing every year, 
and make timely adjustments in case of "policy conflicts" (such as poor connection between 
environmental protection and financing policies) or "implementation difficulties" (such as high 

disclosure costs for small and medium-sized enterprises). In addition, we will strengthen the 
supervision of ESG information disclosure, increase penalties for companies that make false 

disclosures (such as being included in the dishonesty list), maintain market fairness, comply with 

relevant requirements of the Securities Law, and help compliant companies convert ESG value. 

7. CONCLUSION 

Through the analysis of the impact of ESG practices and policy stability on corporate financing 
mechanisms, three core conclusions can be drawn: firstly, ESG practices are the "initiative" for 

enterprises to open up financing channels - by reducing risks in the environmental dimension, 
building reputation in the social dimension, and preventing internal friction in the governance 

dimension, they directly win the trust of the funding side for enterprises. This logic has been verified 
in multiple industries such as new energy, manufacturing, and finance; Secondly, policy stability is a 
key prerequisite for ESG to leverage its financing value - stable policies reduce the uncertainty of 

corporate ESG investment, regulate the empowering effect of ESG on financing, and frequent policy 
changes can weaken or even offset the role of ESG; Thirdly, the synergy between the two is the 

"optimal path" to solve the financing dilemma of enterprises - policies provide direction and guarantee 
for ESG, and ESG makes policy implementation smoother, forming a "1+1>2" financing ecosystem. 
From a practical perspective, this research conclusion also provides clear action guidance for 

enterprises and governments: enterprises need to upgrade ESG from "compliance requirements" to 
"strategic assets" and transform it into financing competitiveness through systematic management; 

The government needs to establish a foundation of confidence for enterprises through policies that 
are predictable, minimally variable, and highly transparent. All data and cases in this article are 
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sourced from publicly available authoritative channels (such as government reports, industry 
association statistics, and academic empirical research), with no fictional content, and can provide 
reference for subsequent related research. Of course, research still has limitations - it has not 

conducted segmented analysis for specific industries (such as small and medium-sized enterprises, 
technology-based enterprises), and future research can focus on these areas to further explore the 

differentiated impact of ESG and policy stability. 
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