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TITLE
An Empirical Analysis of Environmental, Social, and Governance (“ESG”) performance and valuations of companies listed in Hong Kong

ABSTRACT
This research examines the links between ESG performance and the valuation of companies listed in Hong Kong. As global attention shifts towards sustainability, ESG factors have become crucial in shaping corporate strategies and investor decisions. The research primarily aims to explore how enhanced ESG practices influence corporate reputation and value, considering the stringent regulatory landscape in Hong Kong that has evolved significantly over the past decade.

The research will be guided by three research questions, (i) how do board characteristics influence ESG performance on listed companies, (ii) how does ESG performance affect corporate valuations, and (iii) how does ESG performance affect investment decision using mixed research method.     Through a comprehensive analysis of both qualitative and quantitative data, this research evaluates the current ESG practices adopted by listed companies in Hong Kong and assesses their impact on corporate performance and investment attractiveness. 

This research contributes to the ongoing discourse on sustainable business practices by highlighting the tangible benefits of robust ESG frameworks in enhancing corporate value and by providing empirical evidence from the Hong Kong market, thus enriching the literature on ESG performance and its economic implications.
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1.	INTRODUCTION
1.1	Introduction
This section discusses the background, ESG regulatory development in Hong Kong.  In addition, the business and management challenges which are the foundation of the research aims and objectives are discussed.  These research aims and objectives are addressed by presented research questions and hypotheses and the research significance.    

1.2	Background
The persistent risk of climate change might result in severe economic and social repercussions.  Creditors and investors are increasing seeking transparent, consistent and reliable climate-related data disclosure. (Oliver Yébenes, 2024)

Disclosure of information about the soundness of enterprises has become increasingly crucial to decision-makers. (Naveed et al., 2020)

Amidst climate concerns, significant corporate scandals, and governance breakdowns around the world, there is an increasing focus on method to enhance ESG.   

1.3	ESG regulatory development in Hong Kong
In January 2013, the ESG reporting guide was introduced by the Stock Exchange of Hong Kong Limited (the “Stock Exchange”) which encourage the voluntary disclosure. (2013).
In December 2015, the consultation conclusion was published by the Stock Exchange and ESG reporting has been required since 1 January 2016.  There were four reporting principles, namely materiality, quantitative, balance and consistency. (Exchange, 2015)
In April 2019, SFC issued a circular to management companies of SFC-authorized unit trusts and mutual funds to enhance the disclosure standards of green or ESG funds, urging them to improve disclosure standards for green and ESG funds.  A notable enhancement was later added in 2021. This indicates that SFC is rapidly advancing efforts to strengthen Hong Kong’s green finance infrastructure. (SFC, 2019)
In December 2019, the Stock Exchange published consultation conclusion not only amend the reporting timeframe but introduced mandatory disclosures on ESG matters and climate-related risks. (Exchange, 2019)
In July 2020, the Stock Exchange revised its ESG Reporting Guidelines to include elements from the Taskforce on Climate-Related Financial Disclosures (TCFD) recommendations. (Exchange, 2019)
Starting from 1 January 2022, ESG reports must be published alongside the annual report, and listed companies are required to incorporate ESG risks into their annual risk management framework.  (Exchange, 2019)

Starting from 1 January 2025, listed companies will be mandated to gradually implement climate-related disclosures, aiming to improve these disclosures in line with IFRS S2 Climate-related Disclosures. The listed companies will need to justify any non-disclosures and are advised to provide a schedule for future disclosures along with update on their progress.  (Exchange, 2024d)

The Hong Kong Institute of Certified Public Accountants (the “HKICPA”) is in the process to develop the local accounting standards on climate-related disclosures and collect implementation issues from listed companies for following ESG code.  (HKICPA, 2023b)

1.4	Business and management challenges
The number of listed companies in Hong Kong is 2,624 (Exchange, 2024c) The Listing Rules mandate that the board of listed companies in Hong Kong conduct ESG reporting.  Starting from 1 January 2025, listed companies will be mandated to gradually implement climate-related disclosures, aiming to improve these disclosures in line with IFRS S2 Climate-related Disclosures. The listed companies will need to justify any non-disclosures and are advised to provide a schedule for future disclosures along with update on their progress.  (Exchange, 2024d)

	Companies implemented strategies to improve ESG performance can strengthen their reputation from stakeholders’ perspective and corporate valuations would be increased accordingly.  (DasGupta, 2022)

It is important for companies to understand what are the key ESG factors can promote ESG performance and corporate performance.  (DasGupta, 2022)

Although the impact of ESG factors varies significantly among industries (Zhou et al., 2022), some institution investors would consider ESG data in their investment decision. (Jonsdottir et al., 2022). 
	
1.5	Research aims and objectives	
This research is designed to conduct a comprehensive analysis of the existing ESG practices within Hong Kong’s corporate sectors. The objectives of this research are to study the effect of board characteristics on ESG performance of listed companies, the relationship between ESG performance and corporate valuations and the impact of ESG factors on investment decision.  All these practices may contribute to the improvement on ESG performance, corporate valuations and investment values of listed companies in Hong Kong.   

The study of (Leung, 2024) focuses on the impacts of board attributes on ESG performance and the impacts of ESG performance on corporate 	values.   (Leung, 2024) used quantitative method in his study that utilised data from 2020 and 2021 during COVID-19 pandemic.  The incorporation of qualitive approach may provide a more comprehensive understanding of the situation. (Johnson and Christensen, 2019).  

The study of (Ting et al., 2021) focuses on the impact of female directors on corporate value, specifically examining Taiwanese financial companies and Chinese banks. This study highlights how female directors contribute to corporate governance and performance in the Taiwanese and Chinese context. However, the study of (Ting et al., 2021) does not extend to Hong Kong, leaving an unexplored area in terms of gender diversity on boards within this region.

1.6	Research questions and hypotheses	
To address the research aims and objectives above, the following research questions and hypotheses are developed in this research by reference to (Leung, 2024), (Zhou et al., 2022), (Ting et al., 2021), (Sultana et al., 2018) and the consultation on corporate governance issued by the Stock Exchange in June 2024 (Exchange, 2024b):



Research question 1: 
How do board characteristics influence ESG performance on listed companies?
Hypothesis 1A: 
· Female executive directors (independent variable) positively influence ESG Score (dependent variable)
Hypothesis 1B:
· Independent non-executive directors serve less than 6 listed companies positively influence on ESG Score (dependent variable)

(Ting et al., 2021) found that role of female directors has positive contribution to corporate performance.   The finding also supports the positive relationship between female executive directors and corporate performance.  (Ting et al., 2021) suggests policymakers encourage the appointment of female non-executive directors and female executive directors to improve the corporate governance and corporate performance.  This is consistent with the regulatory movement in Hong Kong about board diversity. In Hong Kong, the percentage of female directors increased from 15.0% in 2021 to 18.4% in 2024. (Exchange, 2024a)

It is fairly practice for independent non-executive directors (INEDs) to hold position across multiple companies.  However, this phenomenon raises critical questions about the effectiveness and dedication of such directors in fulfilling their responsibilities.  (Cashman et al., 2012) The overboard issue of INEDs has been address in the recent consultation of the Stock Exchange. The proposal is that an individual INED should not allow to serve on the board of more than 6 listed companies at the same time. (Exchange, 2024b)


Research question 2:
How does ESG performance affect corporate valuations? 
Hypothesis 2A:
· ESG Score (independent variable) positively influence on profitability (e.g. price-earnings ratio or return on assets) (dependent variable)
Hypothesis 2B:
· Profitability (independent variable) positively influence on corporate valuations (dependent variable)

(Leung, 2024) tested the relationship between ESG scores and price-book value ratio.  The finding showed that  the price-book value fluctuated during 2020 and 2021 and the profitability does not have positive impact on corporate valuations which is inconsistent with prior studies.  This is worth to test this hypothesis using more recent data in Hong Kong.   

The employment of other variables, including price-earnings ratio or/and return on assets, can fill the research gap of (Leung, 2024).

Research question 3:
How does ESG performance affect investment decision? 
Hypothesis 3A:
· Environmental factors (independent variable) positively influence investment decision (dependent variable)
Hypothesis 3B:
· Social factors (independent variable) positively influence investment decision (dependent variable)
Hypothesis 3B:
· Government factors (independent variable) h positively influence investment decision (dependent variable)
1.7	Research significance
The expected outcomes of this research can explain the influence of board characteristic on ESG performance, which explain the regulatory movement in Hong Kong which promote the ESG practices and provide insights to nomination committees of listed companies in nominating directors.  (Exchange, 2024)

By identifying the ESG factors affecting the investment decision, this can encourage listed companies to put more effort on ESG and enhance the transparency of ESG communication.  

By integrating theoretical framework with empirical analysis, this research will provide actionable insights that listed companies can implement to improve their ESG practices, ultimately leading to enhanced ESG performance and corporate valuations.

1.8	Section summary
This section discusses the background of this research, the regulatory development of ESG practices in Hong Kong, research aims and objectives, research problems, research questions and hypotheses as well as the research significance.   

The next section will discuss the literature reviews about theories related to (i) theories related to ESG reporting, (ii) ESG performance and corporate valuations, (iii) artificial intelligence (“AI”) in ESG and (iv) executive compensation and ESG.


2.	LITERATURE REVIEW
2.1	Introduction
As mentioned in Section 1.5 above, the aims and objectives of this research proposal is to examine the relationship between ESG disclosure and corporate valuations for companies which shares listed on the Stock Exchange.   Although ESG has been introduced more than a decade, it has been a very popular topic.  There are literature reviews on ESG topics, this section will discuss the literature reviews focus on (i) theories related to ESG reporting, (ii) ESG performance and corporate valuations, (iii) AI in ESG and (iv) executive compensation and ESG.

2.2	Theories related to ESG reporting	
	Agency theory
	The shareholders delegate the authority to management to run the companies.  The management should consider the interest of the companies.  However, there are concerns as the goals of the shareholders and management are different and the information between the two parties is different.    The shareholders are more satisfied with ESG disclosure due to the enhancement of transparency.  There are positive impacts on corporate valuations for disclosure of non-financial information, including ESG information.  (Carnini Pulino et al., 2022) (Leung, 2024)

	Signaling theory
	Since the information available to shareholders and management are different and there is information asymmetry, which can be reduced by sharing of information with the shareholders voluntary.    (Carnini Pulino et al., 2022)
	
	
	Public interest theory
	Public interest theory suggests that public companies act to protect the interest of the public at large, rather than specific interest groups.  This theory assumes that decision and regulations are made with the intention of maximizing social welfare and correcting market failures.  (Leung, 2024)	
	
	Legitimacy theory
	Legitimacy theory is based on the notion that companies continuously seek to ensure that they operate within the bounds and norms of societies.  This theory suggests that companies need to perceived as legitimate to secure access to resources and to continue their operations.  Legitimacy can be gained through various means, including strategic communication and compliance with rules and regulations. Listed companies are willing to  carryout ESG act and make  out ESG disclosure is to fulfil the regulatory requirements and meet the expectation of the society.  However, we have to note that the ESG reporting is only on voluntary basis.  (Leung, 2024)

Companies implemented strategies to improve ESG performance can protect them from negative corporate news.  However, ESG scandals can negatively affect the corporate valuations.  (DasGupta, 2022)
	
	Stakeholder theory
	Stakeholder theory posits that companies should consider the interest of all stakeholders in their decision making processes.  Stakeholders includes anyone affected by the actions of the companies such as employees, customers, suppliers and regulators.  The core idea is that creating value for all stakeholders, not just maximizing the wealth of shareholders, is essential for the long-term success of companies.  This theory emphasizes ethical considerations and interdependence of relationships in business practices.  (Freeman et al., 2010) (Leung, 2024)

Companies implemented strategies to improve ESG performance can strengthen their reputation from stakeholders’ perspective and corporate valuations would be increased accordingly.  (DasGupta, 2022)

The ability of companies to meet the expectations of stakeholders affecting the corporate valuations.  (Chen and Xie, 2022)

2.3	ESG performance and corporate valuations	
	Environmental factors
(Zhou et al., 2022) considered the studies of environment factor on corporate valuations be quite sufficient.  However, the results vary that some studies showed that environmental performance has positive impact on financial performance whereas some studies showed opposite views.  (Zhou et al., 2022)
	
Social factors
The studies of social factors were mainly based on stakeholder theory and agency theory.  (Zhou et al., 2022) also pointed out that the rating of social factors affected by the business nature.  Some companies may put more emphasis on social factors even though it has negative impact on financial performance.  (Zhou et al., 2022)

Governance factors
For governance factors, (Zhou et al., 2022) highlighted a focus on equity structures and board configurations.  Effective governance, characterized by well-structures board practices, is crucial for overseeing corporate strategy and ethics, including ESG policies. (Zhou et al., 2022)

The study of (Zhou et al., 2022) showed that the ESG performance can help companies to improve their operating capacity.  However, ESG performance cannot provide much support on the profitability and growth. This study further showed that market value can be improved by having good ESG performance. (Zhou et al., 2022)

The study of (Dincă et al., 2022) showed that the ESG factors do not have significant impact on corporate value for automotive industry.  

(Leung, 2024) found that the stakeholder theory is not supported on ESG performance.  The board size does not positively affect the ESG performance as the benefits of larger board size, including the border skills, experience and diversity, will be offset by the inefficiency of larger board size.  (Leung, 2024)

Besides, the increase in proportion of independent directors in the board which is expected from different stakeholders does not have positive impact of ESG performance as they are not the management who are responsible for day-to-day management.  (Leung, 2024)

However, the separate role of chairman and chief executive officer do have positive impact on ESG performance.  (Leung, 2024)

	The representation of female on corporate board remains disproportionately low.   In response to this gender disparity, several countries have instituted mandates requiring listed companies to include female as part of their board of directors.  These regulations aim to enhance diversity at the highest level of corporate governance and challenge the longstanding gender imbalances that exist within the boardrooms.  By introducing such mandates, these countries are taking concrete steps towards achieving greater gender equality in the corporate sector, thereby enriching decision-making  processes with diverse perspectives.  (Brahma et al., 2021)

There are literature reviews on the impact of board diversity on corporate performance and ESG performance.  The study of (Ting et al., 2021) focused on the impact of female board members on corporate performance, specifically examining the roles of female independent directors and female executive directors within Taiwanese financial companies and Chinese banks. This research utilized a substantial sample from these sectors to explore how gender diversity in leadership positions influences corporate outcomes.  (Ting et al., 2021)

The findings of (Ting et al., 2021) underscore the significant contributions that female directors make to corporate value. The study detailed how the presence of female independent directors, who bring external perspectives and reduce conflicts of interest, positively affects governance dynamics and decision-making processes. These directors are not employees of the company and therefore are thought to offer more unbiased judgments, which can lead to enhanced governance standards and improved oversight.  (Ting et al., 2021)

Similarly, the role of female executive directors, who are actively involved in the day-to-day management of the company, was also found to be crucial. Their involvement at the executive level ensures that the company benefits from a broader range of insights and leadership styles, which can lead to better management decisions and increased corporate value. (Ting et al., 2021)

The study of (Ting et al., 2021) focuses on the impact of female directors on corporate value, specifically examining Taiwanese financial companies and Chinese banks. This study highlights how female directors contribute to corporate governance and performance in the Taiwanese and Chinese context. However, (Ting et al., 2021)'s study does not extend to Hong Kong, leaving an unexplored area in terms of gender diversity on boards within this region.

Conversely, the study of (Leung, 2024) investigated corporate governance in listed companies in Hong Kong but did not specifically address the role of female board members. This represents a significant gap in the research, particularly given the increasing global interest in gender diversity as a component of corporate governance.

The planned research aims to bridge this gap by examining the influence of female directors on corporate value in Hong Kong. This study will not only extend the geographical scope of existing research but will also enhance understanding of how gender diversity on boards can affect corporate performance in different regulatory and cultural contexts. By focusing on Hong Kong, the research seeks to provide insights specific to its unique business environment and regulatory framework.

There are literature reviews show that ESG performance has positive impact on corporate valuations.  However, Leung, 2024 suggested that the ESG performance does not have positive impact on listed companies in Hong Kong.  (Leung, 2024)  

Since the conclusion of (Leung, 2024) is based on the data in 2020 and 2021 when the economy was affected by COVID-19 pandemic.  It is worth to study the relationship using post COVID-19 pandemic financial data.   
	
(Leung, 2024) suggested that ESG performance can lower the investment risks. (Leung, 2024)

The findings of (Meiden and Silaban, 2023) supported the stakeholder theory and signaling theory.  The enhancement of communication and engagement of stakeholders are important in ESG.  (Meiden and Silaban, 2023)

The ability of companies to meet the expectations of stakeholders affecting the corporate valuations.  (Chen and Xie, 2022)

	The stakeholders pay more attention to the ESG practices and more ESG disclosures are expected. (Carnini Pulino et al., 2022)

(DasGupta, 2022) noticed that companies identify new strategies when their financials do not perform well.  Traditionally, they may invest more research and development.  Nowadays, they may consider the implementation strategies to improve ESG performance.  However, (DasGupta, 2022) found that these companies are not too aggressive in adopting the ESG practices as ESG scandals have negative impact on the corporate images and corporate valuations.  (DasGupta, 2022)

	(Chen and Xie, 2022) studied ESG disclosures on corporate 	performance from financial perspective.  In the findings, the ESG 	disclosures affect the financial performance positively. The impact is more 	significant for companies have ESG investors, high publicity and have high agency costs.  Examples of these companies are listed companies, family-owned business and government agencies.  (Chen and Xie, 2022)



2.4	Use of ESG data for investment decision	
	There are more and more companies putting efforts on ESG reporting.  However, the ESG data are still not comparable.  Investors are looking for both profit and ESG performance.   (Dincă et al., 2022)

	(Jonsdottir et al., 2022) discussed why ESG data may not be useful 	for investment decisions.   The study highlighted the quality concern 	of ESG data and the issues from the aspects of materiality, accuracy 	and reliability.  This urges the need of quality ESG reporting.  	(Jonsdottir et al., 2022)

	The absence of comparable ESG data is a concern for participating institutional investors, yet it does not prevent them from utilizing this data in investment decisions. This is because they examine the methodologies behind the data and align themselves with the ones they find most credible. It is crucial for management boards, fund managers, and SRAs to understand that transactions involving carbon credits generate doubts about the reliability of companies' ESG disclosures. Furthermore, they must collaborate with regulators and issuers of sustainability certificates to clarify the true significance and effect of such certifications.  (Jonsdottir et al., 2022)

For automotive industry, ESG data is not highly significant for investment decision.  Other factors have higher priorities. (Dincă et al., 2022) 

2.5	AI in ESG	
	Xu, 2024 discussed the importance and necessity of AI in ESG as well as ESG reporting for financial institution. AI can be used in areas of (i) data collection and analysis, (ii) risk assessment, (iii) investment, (iv) compliance and (v) engagement.   However, there were challenges about the AI transformation required for careful   consideration.  (Xu, 2024)

2.6	Executive compensation and ESG	
	The study of (Cohen et al., 2023) showed that ESG pay affects ESG performance.  However, it may not affect companies’ financial performance.  (Cohen et al., 2023)
	
2.7	Section Summary	
This section firstly discusses the theories related to ESG reporting.  Agency theory, signaling theory, public interest theory, legitimacy theory  and stakeholder theory have been discussed. These theories support the  ESG reporting on corporate valuations.  However, companies need to pay attention to the impact of ESG scandals. 

Secondly, this section discusses literature reviews on ESG performance and corporate performance, use of ESG data for investment, AI in ESG and executive compensation in ESG.  

The next section will discuss the research approach and research methodology. 
		
3.	RESEARCH APPROACH AND RESEARCH METHODOLOGY
3.1	Introduction
	The pervious section discusses the literature reviews on various ESG elements.  The section elaborates on the chosen research approach and methodology.  Additionally, an overview of a pilot study plan is discussed to identify issues and recommend modifications to the main research phase.



3.2	Research approach and methodology
	The framework for the research design is structured around the Research Onion model developed by Saunders, which offers a systematic approach to developing research methodologies.  (Saunders et al., 2019)  This model is one of the popular approaches to develop research design and research methodology.  (Melnikovas, 2018)	

	Positivism is one of the five philosophies and it is a dominant in business management.   (Saunders et al., 2019) (Isaeva et al., 2015)   Positivism may neglect the subjective experiences,  interpretivism can supplement and provide deeper analysis on the situation.   (Saunders et al., 2019).  

This research primarily adopts positivism, which emphasises observable situation to provide credible data. (Saunders et al., 2019) (Isaeva et al., 2015)  However, to address the limitation of positivism, interpretivism will be incorporated. This dual approach allows for a more comprehensive analysis by including subjective opinions and feedback from market practitioners, academic professors and investors.  (Saunders et al., 2019) (Isaeva et al., 2015)  

The objectives of this research are to study the effect of board characteristics on ESG performance of listed companies, the relationship between ESG performance and corporate valuations and the impact of ESG factors on investment decision.  

There are existing theories which have been discussed in section 2.2, deductive approach is adopted in this research so that that theories can be tested and explained.   This approach is suitable for establish casual relationships and testing theoretical constructs through hypotheses.  (Melnikovas, 2018)

This research adopts a deductive approach, grounded in the philosophies of positivism, to test the hypotheses 1A-1C, 2 and 3A-3C.   To provide a deeper understanding, this research also adopts the philosophies of interpretivism to delve into the subjective opinions and feedback of market practitioner and academic professors and investors to response to research questions 1-3. 

Research question 1: 
How do board characteristics influence ESG performance on listed companies?
Hypothesis 1A: 
· Female executive directors (independent variable) positively influence ESG Score (dependent variable)
Hypothesis 1B:
· Independent non-executive directors serve less than 6 listed companies positively influence ESG Score (dependent variable)

(Ting et al., 2021) found that role of female directors has positive contribution to corporate performance.   The finding also supports the positive relationship between female executive directors and corporate performance.  (Ting et al., 2021) suggests policymakers encourage the appointment of female non-executive directors and female executive directors to improve the corporate governance and corporate performance.  This is consistent with the regulatory movement in Hong Kong about board diversity. In Hong Kong, the percentage of female directors increased from 15.0% in 2021 to 18.4% in 2024. (Exchange, 2024a)

It is fairly practice for INEDs to hold position across multiple companies.  However, this phenomenon raises critical questions about the effectiveness and dedication of such directors in fulfilling their responsibilities.  (Cashman et al., 2012) The overboard issue of INEDs has been address in the recent consultation of the Stock Exchange. It is suggested that the number of INEDs position can hold should be capped.  The proposal is that an individual INED should not allow to serve on the board of more than 6 listed companies at the same time. (Exchange, 2024b)

Research question 2:
How does ESG performance affect corporate valuations? 
Hypothesis 2A:
· ESG Score (independent variable) positively influence profitability (e.g. price-earnings ratio or return on assets) (dependent variable)
Hypothesis 2B:
· Profitability (independent variable) positively influence corporate valuations (dependent variable)

(Leung, 2024) tested the relationship between ESG scores and price-book value ratio.  The finding showed that  the price-book value fluctuated during 2020 and 2021 and the profitability does not have positive impact on corporate valuations which is inconsistent with prior studies.  This is worth to test this hypothesis using more recent data in Hong Kong.   

The employment of other variables, including price-earnings ratio or/and return on assets, can fill the research gap of (Leung, 2024).

Research question 3:
How does ESG performance affect investment decision? 
Hypothesis 3A:
· Environmental factors (independent variable) positively influence investment decision (dependent variable)
Hypothesis 3B:
· Social factors (independent variable) positively influence investment decision (dependent variable)
Hypothesis 3B:
· Government factors (independent variable) have positive impact on investment decision (dependent variable)

Multiple research strategies are employed in this research, including experiments, surveys, interviews and case study.   (Saunders et al., 2019)  The combination of both quantitative method and qualitative methods helps to overcome the limitations associated with each research choice. 

Since the conclusion of (Leung, 2024) is based on the data in 2020 and 2021 when the economy was affected by COVID-19 pandemic, the research will also consider a similar economic time horizon, i.e. 2 years and will base on the data in 2022 and 2023.

3.3	Data collection and data analysis
Both quantitative and qualitative research methods are used, the data collection and analysis for research questions 1-3 are described below.

The number of listed companies in Hong Kong is 2,624. (Exchange, 2024c) The Listing Rules mandate that the board of listed companies in Hong Kong conduct ESG reporting.  A sample of 200 listed companies for each of 2022 and 2023 totally 400 observations.  The study of (Leung, 2024) has 211 observations in each of 2020 and 2021, totally 422 observations for companies listed in Hong Kong. 

Research question 1
ESG scores
The study of (Leung, 2024) considered ESG reporting and different ESG rating for ESG performance.  He found that S&P Global is more suitable for research.  The latest ESG score was in 2022. (Leung, 2024)   

However, (Suvanto, 2023) found that Refinitiv ESG score is popular for ESG performance among researches.

The time horizon for this research is 2022 and 2023, both S&P Global ESG Score and Refinitiv ESG are considered suitable for this research.  
 
Female executive directors and independent non-executive directors serving less or more than 6 listed companies 

The data are collected from the annual reports, ESG reports, and websites of respective listed companies. 

This research employs regression analysis to investigate characteristics of board members and their relationship with ESG performance.  Descriptive statistics will be employed to discuss the findings.  (Leung, 2024)

To gather qualitative insights on this research question, we will conduct interviews with key stakeholders, including academics, directors of listed companies, company secretaries and chief financial officers.  We plan to interview stakeholders from both gender which can provide a balanced view. 


Research question 2
ESG scores
As discussed above, this research will collect ESG scores publicly available from S&P Global and/or Refinitiv. 

Profitability and corporate valuations
The prices will be collected from the websites of listed companies or information provided by Yahoo Finance.  The profit and total assets will be collected from the annual reports and websites of listed companies.  Price-earnings ratio and return on assets will be calculated based on the information collected. 
  
Corporate valuations
Tobin Q is total market value divided by total assets of companies.  Tobin Q is used to evaluate the corporate valuations.  (Cho, 1998)  We will collect the total number of share and market prices from the websites of listed companies or information provided by Yahoo Finance.  The total assets will be collected from the annual reports and websites of listed companies.  Tobin Q will be calculated based on the information collected.

This research employs regression analysis to investigate ESG factors and their impact on investment decisions.  Descriptive statistics will be employed to discuss the findings.  (Leung, 2024)

To gather qualitative insights on this research question, we will conduct interviews with key stakeholders, including academics, directors of listed companies, company secretaries and chief financial officers.  We plan to interview stakeholders from both gender which can provide a balanced view. 


Research question 3
We shall conduct semi-structure interviews with 3 academic professors and professional/institutional investors to understand how the current ESG practices in Hong Kong and ESG factors affect the investment decisions.  Then, a questionnaire survey will be conducted on the individual market investors on the Stock Exchange.  (Sultana et al., 2018)			
This research employs regression analysis to investigate ESG factors and their impact on investment decisions.

Case studies
Two contrasting case studies, MTR Corporation Limited, a winner of Best Corporate Governance and ESG Award organised by the HKICPA (HKICPA, 2023a), and Evergrande Group, will be analysed to provide practical insights into the implementation and impact of ESG practices.  

We will collect ESG scores publicly available from S&P Global and/or Refinitiv, information from annual reports, ESG reports, news, articles, literature review.   

This structured and multi-faceted research methodology ensures a comprehensive analysis of ESG elements’ impact on ESG performance and investment decisions in listed companies in Hong Kong. 
	
3.4	Strengths and weaknesses
	Strengths
ESG is still a popular topic and the Stock Exchange published a implementation guidance on climate disclosure (Exchange, 2024d), this make the research timely and relevant. 

The use of mixed research method, a combination of qualitative and quantitative methods, allows a comprehensive analysis of ESG performance.   While quantitative data provides objective observation of the situation, qualitative data provides more meaningful analysis to explain the situation.  It can also fill the research gap of (Leung, 2024), which solely quantitative method was used.  
	
The hypotheses in this research are formulated based on existing scholarly literature.  They gain support from established knowledge, which not only lends credibility to the  hypotheses but also ensures that they contribute to the build upon the existing body and knowledge.  This approach enhances the efficiency and validity of the research, allowing for a more robust and credible hypothesis development process.
	
	The focus on empirical analysis provides a solid foundation for conclusions, making the findings more credible than those solely from theoretical analysis.

	Weaknesses
	Since this research focuses on Hong Kong listed companies, the findings may not easily generalisable to companies in other countries.  This may limit the applicability of the research outcomes. 

3.5	Pilot study plan
	We shall conduct a pilot study to identify potential issues early and make necessary amendments to the main research.  Additionally, this will yield initial results. 

The Pilot Study Plan will adopt a quantitative methodology to evaluate hypotheses 1A-1C, 2 and 3A-3C.  We will use a correlation approach to evaluate the relationship between characteristic of board and ESG performance, ESG performance and corporate valuations, and ESG factors on investment decision.  

In the initial phase of our pilot study, we will conduct a thorough literature review, which serves as the foundation for our research.

Before the primary data collection from 400 listed companies, the pilot study will sample 25 listed companies selected randomly from various sectors. We will gather data from sources including ESG rating agencies, surveys, annual reports, ESG reports, and company announcements.

This collected data will be used to evaluate Hypotheses 1A-1C, 2, and 3A-3C. Should the outcomes deviate from our expectations, we will reassess and determine whether adjustments to the hypotheses or the regression analysis are necessary.

At this stage, instead of conducting an extensive survey, we will organize focus group interviews with chief financial officers, directors, academic professors, and investors to gather their insights on ESG practices, and the relationship between ESG performance and corporate valuations.

Following this, we will analyze the results and consider whether to expand our data collection efforts. The pilot study is scheduled to last two months, positioned between the comprehensive literature review and the broad-scale data gathering.

This pilot study is designed to identify and rectify any issues prior to the main data collection, enhancing the study's feasibility and reliability.

3.6	Section Summary	
	This section discusses the research design and research methodology by reference to research onion model.  The data collection and data analysis for research questions 1-3 are described in details followed by a pilot study plan. 

The next section will discuss the research plan of work and time estimation for this study.

4.	RESEARCH PLAN OF WORK AND TIME ESTIMATION
	Duration
	Particulars

	Months 1-8
	· Undertake a thorough review of literature to corporate governance, ESG performance, ESG factors and investment decision-making processes

	Months 9-10
	Execute the initial pilot study plan

	Months 11-13
	· Obtain data collection from market, regulators and ESG rating organisations  
· Acquire data collection for detailed case studies
· Perform initial data analysis 

	Months 14-19
	· Create and prepare interview questionnaires and surveys
· Carryout the planned survey
· Interview a range of stakeholders, including but not limited to directors, company secretaries, investors, other senior management of listed companies in Hong Kong

	Months 20-22
	· Compose the research report

	Month 23-24
	· Edit and complete the final research submission





5.	ANTICIPATED RESULTS	
The anticipated results of this research aim to provide nomination committees of listed companies better understanding of characteristics of board members on ESG performance and explain the consultation of corporate governance issued by the Stock Exchange in June 2024 (Exchange, 2024b).  Several characteristics of board members may have positive impact on ESG performance.

Besides, ESG performance may have positive impact on corporate valuations and ESG factors may have impact on investment decision that the management may consider this in strategic frameworks of listed companies so the corporate valuations can be enhanced.  

6.	LIMITATION	
This research discuss how do characteristics of board members on ESG performance, how does ESG performance affect corporate valuations and how does ESG factors affect investment decision. 

However, this research does not discuss the monitoring and integrity of ESG data and how do companies use AI in ESG reporting which may require further study. 

Since this research focuses on Hong Kong listed companies, the findings may not easily generalisable to companies in other countries.  Further studies in other jurisdiction may be required to fill this research gap.



7.	CONCLUSION	
This research analyses the impact of board characteristic on ESG performance, explain the relationship between ESG performance and corporate valuations and how ESG factors affect investment decision.  The findings will provide practical insights for listed companies, regulators, and policymakers, facilitating the development of an ESG framework that adheres to international best practices while accommodating the distinctive characteristics of corporate landscape in Hong Kong.
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