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Abstract: With the increasingly serious global social and environmental problems, enterprise social responsibility and sustainable develop-
ment have gradually become the focus of global attention. China’s market economy has entered a new stage, and as a product of sustainable
development concepts, ESG has gradually become an important evaluation indicator for enterprise health management and decision-making,
and has also received increasing attention from investors and society. However, there is still controversy over the impact of ESG performance
on enterprise value. Therefore, this article briefly analyzes the content of enterprise ESG performance, conducts in-depth exploration of the
impact of enterprise ESG performance on enterprise value, and proposes strategies to make use of enterprise ESG performance to enhance
enterprise value for reference.
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Introduction

Since the 1980s, humans have continuously reflected on historical processes, and summarized experiences, the concept of sustainable
development has been incorporated into the overall program and action guidelines of human social development. ESG, as a concrete mani-
festation of sustainable development concepts in enterprise governance and investment decision-making, has also received more widespread
attention from enterprises and society. ESG is a systematic standard for evaluating the green and sustainable development capabilities of
enterprises, which promotes the fulfillment of environmental, social, and governance responsibilities and obligations, further strengthens the
connection between companies and society, enables enterprises to create economic value while paying attention to social value, and promotes
enterprises to consider long-term sustainable development and avoid the risks brought by excessive pursuit of short-term economic profits. In
recent years, not only enterprises and the general public, but also the academic community have conducted in-depth research on the impact of

ESG performance on enterprises, exploring its driving force and influence.

1. Overview of enterprise ESG performance

1.1 Environment

The “E” in ESG performance represents the environment, mainly focusing on the performance of enterprises in environmental pro-
tection. Enterprises should take proactive measures to reduce negative impacts on the environment and promote sustainable development,
including reducing energy consumption, reducing carbon emissions, and protecting biodiversity!"’. Enterprises should contribute to environ-

mental protection through innovating technology, improving resource utilization efficiency, and promoting green production.

1.2 Society

The “S” in ESG performance represents society, mainly focusing on the performance of enterprises in terms of social responsibility.
Enterprises should actively fulfill their social responsibilities, and pay attention to employee welfare, customer rights, community develop-
ment, and other aspects, including improving employee benefits, protecting consumer rights, and supporting public welfare undertakings,

thereby establishing a good corporate image, and winning social recognition.

1.3 Enterprise governance

The “G” in ESG performance represents enterprise governance, mainly focusing on the governance structure and operational norms of

the enterprise. Enterprises should establish a sound governance structure to ensure transparency, fairness, and efficiency in decision-making.
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At the same time, enterprises should comply with relevant laws, regulations, and industry norms to ensure compliant operations. In addition,
enterprises should establish effective internal control systems to prevent risks and ensure stable development.

To sum up, the ESG performance of enterprise is an important component of its overall strength, covering three aspects: environment,
society, and enterprise governance. Enterprises should positively focus on and improve ESG performance to achieve sustainable development

and long-term value creation.

2. The impact of enterprise ESG performance on enterprise value

2.1 Environmental responsibility

The environmental responsibility of enterprise is an important component of its ESG performance. Enterprises should actively take
environmental protection measures to reduce negative impacts on the environment, improve resource utilization efficiency, and promote sus-
tainable development. By fulfilling environmental responsibilities, companies can enhance their brand image and social credibility, thereby

attracting more investor attention, and enhancing their enterprise value.

2.2 Social responsibility
Enterprise social responsibility includes paying attention to employees, customers, communities, and other aspects. By actively fulfill-
ing social responsibility, enterprises can improve employee satisfaction and loyalty, enhance customer trust, and establish a good corporate

image®™. These factors will help improve the market competitiveness of enterprises, thereby enhancing enterprise value.

2.3 Enterprise governance

Good corporate governance is the foundation for the stable development of enterprises. By establishing a sound corporate governance
structure, ensuring transparency, fairness, and efficiency in decision-making, enterprises can improve operational efficiency, reduce opera-
tional risks, and enhance financial performance. Good corporate governance will help enhance enterprise reputation, enhance investor confi-

dence, and ultimately enhance enterprise value.

2.4 Financial performance

Financial performance is the direct reflection of enterprise value. There is a close relationship between ESG performance and financial
performance of enterprises. By adopting measures such as using environment-friendly equipment and assuming social responsibility, enter-
prises can improve resource utilization efficiency, reduce costs, and enhance profitability. Meanwhile, good enterprise governance will also

[3]

contribute to improving the financial performance of enterprises™. Therefore, the ESG performance of enterprise has a positive impact on

financial performance.
2.5 Strategic impact

The ESG performance of enterprise has a significant impact on its strategy. When formulating strategies, enterprises should fully con-
sider ESG factors and incorporate ESG goals into strategic planning. By focusing on ESG performance, enterprises can develop more sus-

tainable and competitive strategies, thereby enhancing their value.

2.6 Investor relations

Investors are an important factor in evaluating the value of enterprise, and the ESG performance of the company will affect the invest-
ment decisions of investors. Investors tend to invest in companies with good ESG performance, as these companies have higher credibility

and lower risk. Therefore, the ESG performance of enterprise has a significant impact on investor relations.

2.7 Competitive environment

In a highly competitive market environment, the ESG performance of enterprise will affect its competitiveness. By focusing on ESG
factors, companies can develop more sustainable and competitive products and services, thereby standing out in competition. Meanwhile,

good ESG performance will also help companies attract more partners and customers, further enhancing their market competitiveness.
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2.8 Regulatory policies

With the increasingly serious global social and environmental issues, governments around the world have introduced relevant regula-
tions and policies to promote enterprises to fulfill their ESG responsibilities. These regulations and policies will have a significant impact on
the ESG performance of enterprises. Enterprises should comply with relevant regulations and policies, actively fulfill ESG responsibilities,
and adapt to market changes and policy requirements'”. Meanwhile, good ESG performance will also help enterprises gain government sup-

port and preferential policies, thereby enhancing their value.

3. Strategies for enhancing enterprise value through ESG performance

3.1 Clarifying ESG strategic goals

Improving enterprise value through ESG performance and clarifying ESG strategic goals is a crucial step. Before setting ESG strategic
goals, enterprises need to have a deep understanding of market demand and trends, including the expectations and needs of stakeholders such
as consumers, investors, employees, and communities”. Through market research and analysis, enterprises can understand the importance
and impact of ESG factors in the market, thereby providing a basis for formulating ESG strategic goals. Meanwhile, based on market demand
and trends, enterprises should also set clear ESG goals. These goals should be specific, measurable, and consistent with the long-term devel-
opment strategy of the enterprise. For example, enterprises can set specific ESG goals such as reducing carbon emissions, improving energy
efficiency and employee welfare. In addition, in order to achieve ESG goals, enterprises also need to develop specific implementation plans.
These plans should include specific action steps, timelines, and responsible individuals. The implementation plan should match the organiza-
tional structure, business processes, and resource allocation of the enterprise to ensure the smooth implementation of the plan. Through these

efforts, enterprises can enhance ESG performance and achieve sustainable development and long-term value creation.

3.2 Strengthening environmental responsibility

Enterprises should establish clear environmental policies, clarify environmental goals, principles, and measures. The policy should
cover all aspects of the enterprise, including production, research and development, supply chain, marketing and other links. By formulating
environmental policies, enterprises can establish an environment-friendly image and enhance social credibility. By adopting green production
methods to reduce negative impacts on the environment. Adopting environmentally friendly technologies and equipment can improve energy
efficiency, reduce carbon emissions and waste emissions. At the same time, enterprises should also pay attention to resource recycling and re-
use, and promote the development of circular economy. In addition, enterprises should establish a sound environmental management system
to ensure the implementation and supervision of environmental protection policies. By establishing specialized environmental protection de-
partments or positions and equipping professional environmental personnel, enterprises can increase their environmental management efforts,

ensure the effective implementation of environmental protection work, establish an environmental image, thus enhancing brand value.

3.3 Actively fulfilling social responsibilities

Enterprises should clarify their social responsibility goals, including their responsibilities to employees, customer, communities en-
vironment and other aspects. These goals should be consistent with the long-term development strategy of the enterprise and in line with its
values and culture. And pay attention to the welfare and rights of employees, by providing a good working environment and welfare benefits,
and providing training and development opportunities for employees, their professional competence and skill level can be enhanced. At the
same time. Enterprises should also focus on the safety and health of their employees. In addition, enterprises should actively participate in
public welfare undertakings and serve the community. By donating funds, materials, or providing volunteer services to support public welfare
undertakings such as education, poverty alleviation, and environmental protection. Moreover, enterprises should also concentrate on com-
munity development, providing support and assistance to the community, and winning social recognition, thus establishing a good enterprise

image.
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3.4 Optimizing enterprise governance structure

Firstly, a sound governance structure should be established, including the board of directors, supervisory board, senior management,
etc. These institutions should have clear responsibilities and powers to ensure the scientificity and transparency of decision-making. Enter-
prises should also establish an effective internal control system to prevent risks and ensure the stable development of the enterprise. Secondly,
the board of directors should fully leverage decision-making function. Enterprises should establish sound decision-making procedures and
rules to ensure the scientificity and rationality of decision-making. The board of directors should also pay attention to the ESG performance
of the enterprise, incorporate ESG factors into the decision-making process and promote the sustainable development of the enterprise. In
addition, enterprises should establish a sound supervision mechanism to ensure the supervisory role of the supervisory board over the board
of directors and senior management. The supervisory board should also pay attention to the ESG performance of the enterprise, supervise
and evaluate the ESG policies and implementation of the enterprise, and establish an ESG performance evaluation mechanism to incorporate
ESG performance into the performance evaluation system of senior management. At the same time, senior management should pay attention
to the ESG risks and opportunities of the enterprise, formulating corresponding response measures, in order to ensure the stable development

of the enterprise.

3.5 Focusing on financial performance

There is a close relationship between ESG performance and financial performance of enterprises. Enterprises should establish a sound
financial performance evaluation system. Evaluation indicators including profitability, solvency, operational efficiency and other aspects.
These indicators are expected to comprehensively reflect the financial status and operating results of the enterprise, providing scientific basis
for enterprise decision-making. Therefore, companies need to focus on profitability. In order to improve profitability, there is a need to in-
crease revenue, reduce costs, optimize resource allocation, and pay attention to the relationship between profitability and ESG performance,
incorporate ESG factors into profitability considerations. By establishing a reasonable debt structure and strengthening risk management,
the debt repayment ability can be improved and the financial risks can be reduced. Optimizing business processes and improving resource
utilization efficiency is an useful method to improve operational efficiency. At the same time, enterprises should also pay attention to the re-
lationship between operational efficiency and ESG performance, incorporating ESG factors into the consideration of operational efficiency.
In addition, enterprises need to establish a correlation mechanism between financial performance and ESG performance, incorporating ESG
factors into the evaluation system of financial performance can better balance economic benefits and social responsibility and achieve sus-

tainable development and long-term value creation, thus ensuring a virtuous cycle between ESG performance and financial performance.

3.6 Paying attention to the competitive environment and regulatory policies

In a highly competitive market environment, the ESG performance of a company will affect its competitiveness. Enterprises should pay
attention to the changes in the competitive environment and regulatory policies, and adjust their ESG strategies and implementation plans in
a timely manner. Meanwhile, complying with relevant regulations and policies is also an important aspect of improving ESG performance.
Improving ESG performance is a continuous process, enterprises should regularly evaluate the implementation effectiveness of ESG strate-
gies, identifying problems and make timely adjustments. Through continuous improvement and optimization, enterprises can continuously

improve their ESG performance and achieve sustainable development and long-term value creation.

4. Conclusion

In summary, the ESG performance of enterprises has a significant impact on their high-quality development. The disclosure of cor-
porate ESG performance can enhance corporate environmental management and sustainable development awareness. By disclosing envi-
ronmental related data and indicators, enterprises can pay more attention to environmental protection and resource optimization, promote
the application of green technology and low-carbon economy, and help enhance their social responsibility and influence. Through social
responsibility projects and social impact assessments, enterprises can focus on employee welfare and human rights protection, and strengthen

cooperation with communities and stakeholders. In addition, ESG information disclosure can also strengthen corporate governance structure
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and sustainable growth of enterprise value. It not only enhances the transparency of the enterprise, strengthens internal control and risk man-

agement capabilities, but also enhances the operational efficiency and competitiveness of the enterprise.
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