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Abstract

This study investigates whether Environmental, Social, and Governance (ESG) factors
significantly affect the financial performance of listed companies in China, taking into account
the issue of endogeneity. The empirical data comprises 300 listed companies in China from 2018
to 2022. Given the common presence of endogeneity in panel data regression models, this study
first conducts the Wu-Hausman test to detect such issues. Subsequently, it employs the Two-
Stage Least Squares (2SLS) method and the Generalized Method of Moments (GMM) -
including both Difference GMM and System GMM - for parameter estimation and analysis. The
results reveal a significantly positive relationship between ESG engagement and Return on
Assets (ROA) across all models, suggesting that effective implementation of ESG policies can

promote financial performance growth.
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