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The Impact of ESG Integration and Information Disclosure on Corporate
Value Enhancement and Financing Environment Improvement: A Case

Study of Alibaba Group

I. Introduction

In recent years, China has placed greater emphasis on the coordinated
development of ecological civilization and economic growth, leading to
increased attention to the Environmental, Social, and Governance (ESG)
concept by numerous companies. Effective ESG information disclosure can
reduce information asymmetry, enhance corporate reputation, convey positive
signals to mvestors, and reduce financing costs. By disclosing ESG
mformation to the public, companies can showcase their role
environmental protection and social responsibility, helping mvestors identify
risks and opportunities beyond traditional financial indicators. This study
examines Alibaba Group's ESG policy as a case study to explore the impact of
ESG mtegration and information disclosure on corporate value enhancement
and the improvement of the financing environment.

II. ESG Concepts and Information Disclosure Requirements in Accounting
Standards

A. The Concept and Importance of ESG

In 2006, the United Nations Principles for Responsible Investment (UNPRI)
mtroduced the ESG mvestment concept, which enables a systematic
examination of corporate environmental, social responsibility, and corporate
governance factors. ESG aligns with the requirements of high-quality
economic development, promoting greener development approaches,
responsible corporate 1mage, and effective corporate governance mechanisms.

B. Accounting Standards and Disclosure Requirements for ESG

a. ESG mformation disclosure policies in foreign jurisdictions:
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In April 2021, the European Commussion issued a consultation draft of the
Corporate Sustainability Reporting Directive (CSRD), which requires
companies within its policy scope to uniformly adopt the standard, thereby
expanding the scope of ESG mformation disclosure.

In 2021, the U.S. Securities and Exchange Commuission (SEC) issued the
Climate Change Disclosure Guidance, mandating the disclosure of climate
change-related information by listed companies.

b. ESG information disclosure requirements in China:

On September 30, 2018, the China Securities Regulatory Commussion revised
the Guidelnes for Listed Company Governance, incorporating content on
environmental protection and social responsibility, establishing the basic
framework for ESG information disclosure in China.

In 2020, the State Council 1ssued the Guiding Opimions on Building a
Modern Environmental Governance System, requiring companies to disclose
information on environmental governance to promote the establishment of a
sound corporate responsibility system.

In April 2022, the State-owned Assets Supervision and Administration
Commussion established the Department of Social Responsibility to guide
central enterprises 1n actively practicing ESG principles, leading the way
mandatory ESG reporting by listed companies.

Since 2020, China has witnessed a strengthening trend in ESG-related policy
guidance. The Chinese government and regulatory agencies have mtroduced a
series of policies and strategies to promote ESG development, such as green
finance policies and targets to achieve carbon emissions peak by 2030 and
carbon neutrality by 2060, further improving the domestic ESG mformation
disclosure system. However, overall, ESG i China 1s still in 1ts early stages,
and there 1s a lack of comprehensive ESG mformation disclosure indicators in
the market.

C. The Role of ESG Integration and Information Disclosure in Corporate
Governance

ESG integration and disclosure help improve a company's market competitive
advantage. Strong ESG performance indicates a company's commitment to
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mvesting in environmental protection, social responsibility, and corporate
governance. This commitment enables the company to reduce costs through

technological innovation i products or processes, strengthening its brand
position and enhancing corporate reputation.

ESG, as complementary information disclosure to financial performance
reports, allows companies to provide more internal information to the public,
strengthening external oversight and helping investors assess a company's
financial and operational risks. This, in turn, enables companies to obtain
more commercial credit financing.

ESG mtegration helps enhance a company's resilience to risks. Companies
with poor ESG performance may face resistance and condemnation from
stakeholders and may also face significant regulatory and htigation risks, such
as environmental pollution, infringement of workers' rights, and product safety
1ssues.

III. ESG Integration and Information Disclosure Practices of Alibaba Group
A. Introduction to Alibaba Group

Alibaba Group 1s a multinational technology company headquartered in
China, founded m 1999 by Jack Ma. It started as a B2B e-commerce platform
aimed at connecting Chinese manufacturers with overseas buyers. Over time,
Alibaba has grown mto one of the world's largest retail and e-commerce
companies, spanning multiple business sectors. Its mission 1s to "make 1t easy
to do business anywhere" in the digital economy era. By building a technology-
driven ecosystem, Alibaba Group helps customers and business partners
leverage the power of digital technology to create and share value on its
platforms.

B. ESG Strategy and Goals of Alibaba Group

By the end of 2021, ESG (Environmental, Social, and Governance) had been
formally established as one of Alibaba's foundational strategies - to be a good
company that contributes to long-term human well-being, protects our planet,
and promotes the coordinated development of humans and nature as a
technology company. In 2022, Alibaba Group i1dentified seven long-term
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strategic directions as its core social responsibilities, represented by the
"Alibaba ESG Seven Petals," which serve as the core ESG strategic directions
for Alibaba Group. After setting clear carbon reduction targets in 2021,
Alibaba Group further established four environment-related ESG 1ssues:
reducing packaging usage, conserving and purifying water resources, reducing
and recycling waste, and protecting ecosystems. Alibaba Group also promotes
the transformation of the cloud computing value chain and ecosystem towards
a green, low-carbon, and circular economy.

C. Corporate Governance Measures of Alibaba Group

To ensure the implementation of the ESG strategy, Alibaba Group has
established a three-tier sustainable development governance structure,
including the Sustainable Development Committee of the Board of Directors,
the Sustainable Development Management Commuttee of the Group
Management, and ESG working groups connecting various business units.
The group has also established an ESG data management system. On March
28, 2023, Alibaba Group announced a new organizational and governance
structure called the "1+6+N" model.

D. Information Disclosure Practices of Alibaba Group

Climate change mitigation and carbon neutrality are core ESG topics for
Alibaba. Alibaba Group systematically discloses climate-related information
based on the recommendations of the Task Force on Climate-related
Financial Disclosures (TCFD), strengthening ESG governance and strategy,
enhancing disclosure transparency, and actively participating in global climate
change mitigation efforts. Alibaba Group actively 1dentifies, assesses, and
manages climate-related risks and opportunities, conducts forward-looking
climate scenario analysis, and incorporates climate risks nto its
comprehensive risk management system.

Alibaba actively engages m dialogue and cooperation with stakeholders to
improve information disclosure quality. It has constructed a substantial matrix
of ESG 1ssues centered around the "Alibaba ESG Seven Petals."

Alibaba adheres to business ethics, upholding fairness, trust, and openness in
all business activities and building a sustainable business environment.
Alibaba's integrity and compliance department discloses quarterly fraud cases
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to external audit institutions and responds to risk management questions
raised by external audit mstitutions.

IV. Corporate Value Enhancement and Improvement of the Financing
Environment for Alibaba Group

A. Corporate Value Enhancement of Alibaba Group

Enhanced brand reputation: Under the promotion of the ESG strategy, as of
March 31, 2023, Alibaba Group has continued to advance the "Carbon
Reduction Friendly Action" plan with 23 brand enterprises, covering various
mdustries such as fast-moving consumer goods, home appliances, beauty, and
food. This not only enhances the brand image of Alibaba Group but also
generates a ripple effect, enabling the exploration and construction of
decarbonization scenarios in the consumer sector, nurturing and enhancing
consumers' decarbonization awareness, and providing references for more
consumer brands to undertake decarbonization actions.

Increased stakeholder recognition: Alibaba Group conducts substantive
analysis and communication with stakeholders, fully considering the broad
associations with stakeholders, including consumers, employees, shareholders,
and mvestors, government regulatory agencies, as well as business partners,
communities, and the environment n the value chain and platform
ecosystem.

Facilitating sustainable development and long-term value creation: Alibaba
Group promotes the implementation of rural revitalization policies,
mtroducing talents from urban areas to rural areas and taking advantage of
industrial development opportunities to create employment opportunities and
provide training in rural areas. It also creates digital villages, generating
employment opportunities and helping rural areas retain local talents.

B. Improvement of the Financing Environment for Alibaba Group
The Importance of ESG Factors i Investor Decision-making

ESG information can reflect the fundamentals of a company, enhance
mvestors' accuracy n assessing enterprise risks and values, and influence
mvestor preferences, thereby reducing the risk premium demanded by

www.aprdi.org



FHE KBS RATRAT
Asia Pacific Regional Development Institute of Hong Kong
mvestors. Moreover, higher ESG scores can mitigate the impact of negative
events on a company, enhance investor confidence, and maintain business
stability. Increasing the standardization and updating of ESG information
disclosure can encourage more nvestors to incorporate ESG factors mto their
mvestment decisions.

Green Financing and Sustainable Debt Issuance

Alibaba was the first technology company in China to 1ssue green bonds and
oneof the first Asian technology companies to mvest i sustainable debt. In
2019, Alibaba Group 1ssued its inaugural green bond, raising approximately
$2 billion to support projects in renewable energy, energy efficiency, clean
transportation, and sustainable supply chain management. The use of these
funds contributes to reducing Alibaba's environmental footprint and
promoting sustainable development and a low-carbon economy. In February
2021, Alibaba Group 1ssued a 20-year sustaimnability bond, raising a net
amount of approximately $987 million. The proceeds from this bond have
been fully utilized to support 12 ESG-related projects, covering areas such as
energy efficiency, green buildings, and the COVID-19 pandemic response.

ESG Ratings for Alibaba Group

Alibaba provides detailed information on its climate strategy and performance
to the global disclosure platform CDP and responded to the CDP Climate
Change questionnaire for the first ime 1 2022, achieving a B-level climate
disclosure rating.

V. Theoretical Analysis and Research Hypotheses
A. Theoretical Analysis:
The Impact of ESG Information Disclosure on Debt Financing Costs

When there 1s a high level of information asymmetry between companies and
creditors, creditors are unable to accurately assess the company's risks, leading
to a higher required risk premium. ESG information disclosed by companies
1s important non-financial information that can partially compensate for the
mcompleteness of financial information in reflecting the company's situation.
It conveys positive signals to creditors regarding the company's good
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performance, environmental protection, employee care, and social
responsibility. As a result, it reduces the information asymmetry factors that
affect the company's debt financing costs.

ESG Disclosure and ROA and Tobin's Q Value:

Effective ESG information disclosure enables managers and other major
stakeholders to make more profitable investment decisions. ROA measures
the relationship between ESG and a company's profitability. The higher a
company's ROA, the better its business performance driven by consumer
behavior, investments, and favorable employment actions. Therefore, ESG
performance can enhance its value by improving the company's accounting
performance (measured by ROA). Furthermore, ESG performance can also
mcrease its value by improving the company's market value (measured by

Tobin's Q).
B. Research Hypotheses:

There 1s a positive correlation between ESG performance, information
disclosure, and Alibaba Group's market value indicators, financial indicators,
and financing condition indicators.

VI. Research Design and Results
A. Data Selection and Processing:

Regression analysis 1s used to determine the relationship between ESG
performance, information disclosure, and Alibaba Group's market value
indicators, financial indicators, and financing condition indicators. Data on
ESG performance and information disclosure of the group are collected from
Alibaba's annual reports, ESG reports, carbon neutrality reports, and social
responsibility reports. Market value indicators, financial indicators, and
financing condition indicators of Alibaba Group are collected from the Wind
database, and corresponding data processing 1s conducted.

B. Regression Analysis:

A multiple inear regression model 1s constructed with Alibaba's Tobin's Q
value selected as the dependent variable for market value indicators, ROE
selected as the dependent variable for financial indicators, and cost of debt
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(COD) selected as the dependent variable for financing conditions. ESG
performance and information disclosure are included as independent
variables, with control variables serving as additional explanatory variables to
explore their relationships.

C. Research Results:

The analysis reveals a positive correlation between ESG performance,
mformation disclosure, and Alibaba Group's Tobin's Q value, ROE, and
COD. These findings demonstrate that ESG integration and information
disclosure can impact the mcrease in Alibaba's corporate value and
mmprovement of its financing environment.

VII. Conclusion:

Based on the above analysis, Alibaba Group's ESG mtegration and
mformation disclosure practices not only contribute to increasing its market
value but also improve its financing environment. By focusing on
environmental sustainability, social responsibility, and corporate governance,
Alibaba can enhance operational efficiency, reduce risks, strengthen
stakeholder recognition and brand reputation, attract more nvestor interest,
and obtain financing opportunities. These measures will help enhance
Alibaba's long-term competitiveness and sustainability, laying a sohd
foundation for future development. Additionally, ESG integration can drive
Alibaba's development in innovation and technology by developing solutions
aligned with sustainable development goals, bringing new business
opportunities and growth potential for the company.
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