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Abstract

Driven by both the ‘dual carbon’ goals and the strategy for high-quality development, green innovation
is one of the key pathways for enterprises to achieve sustainable development. As ESG principles continue
to take root in global capital markets, the assessment of corporate non-financial performance has gradually
become a major focus of academic attention. The accuracy and consistency of ESG ratings directly influence
investors’ assessment of a company’s sustainability capabilities, which in turn affects the efficiency with
which companies secure and allocate resources for green innovation. Due to significant differences among
rating agencies in terms of indicator systems, data sources and weighting settings, there are marked
discrepancies in the ratings assigned to the same enterprise by different agencies. The resulting information
asymmetry increases uncertainty in corporate strategic decision-making. Against the backdrop of China’s
still imperfect ESG disclosure system and the need for standardization of rating criteria, the mechanism
through which ESG rating discrepancies influence corporate behavior warrants in-depth exploration. Existing
research has largely focused on the negative effects of discrepancies in ESG ratings, whilst overlooking the
fact that such discrepancies may compel companies to undertake substantive green innovation through
external governance pressures. Against this backdrop, elucidating the mechanism through which ESG rating
discrepancies influence corporate green innovation holds significant theoretical value and practical
significance.

This study employs information asymmetry theory and signaling theory as its analytical framework.
Using a sample of Chinese A-share listed companies on the Shanghai and Shenzhen stock exchanges from
2009 to 2023, and after excluding financial firms, ST-listed companies and cases with missing data, we
construct an ESG rating divergence index by integrating data from eight leading domestic and international
ESG rating agencies. We then empirically examine the impact of ESG rating divergence on corporate green
innovation. To ensure the robustness of the findings, this thesis employs the mean ESG rating divergence of
other listed firms in the same province and industry, lagged by one period, as an instrumental variable.
Additionally, a propensity score matching test is conducted to address endogeneity, and robustness tests are
performed by substituting different measures. Heterogeneity analysis is carried out across dimensions such
as firm characteristics, industry competition intensity, ESG performance and equity concentration.
Furthermore, we introduce financing constraints and analyst coverage as mediating variables, and internal
control as a moderating variable, to comprehensively examine the underlying transmission mechanisms.

Empirical findings indicate as follows. First, ESG ratings divergence exerts a significant driving force
on corporate green innovation, suggesting that when faced with uncertainty regarding external evaluations,

firms tend to respond to external pressures through substantive innovation and by enhancing information
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transparency. Second, this pressure effect is particularly pronounced among state-owned enterprises, large-
scale enterprises, firms in non-heavily polluting sectors, companies in the phase-out or decline stages,
industries with low competition, firms with poor ESG performance, and those with relatively dispersed
shareholdings. Third, financing constraints and analyst coverage constitute two opposing transmission
channels: ESG rating divergence inhibits green innovation by intensifying financing constraints, whilst
promoting it by increasing analyst coverage. Fourth, internal controls exert a positive regulatory effect; the
more robust the internal control system, the stronger positive effect of ESG rating divergence on green
innovation. On this basis, the following recommendations are proposed. First, harness the governance
function of ESG rating divergence to guide corporate green innovation. Second, implement differentiated
guidance based on heterogeneity. Third, facilitate intermediary transmission channels to optimize resource
allocation efficiency. Fourth, strengthen the moderating role of internal controls to enhance strategic
execution capabilities. Fifth, improve supporting safeguards to promote long-term sustainable development.

Key words: ESG Rating Divergence; Corporate Green Innovation; Financing Constraints; Analyst

Coverage; Internal Control
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