
Guest editorial: Venture capital
and green finance for

sustainable development

China Finance Review International has this special issue dedicated to “venture capital and
green finance for sustainable development”.

Nowadays, ESG, green finance and venture capital have been hot topics for many
academic journal publications. Thus, there is a large body of knowledge on these topics, and
there is strong competition for high-quality paper submissions.

This special issue has received several submissions, and after a rigorous peer review
process, a collection of eight papers have been selected for publication, including one survey
paper, two papers on venture capital and five empirical papers, with authors from the UK,
Canada, China and Thailand.

This issue contributes to this large body of knowledge in several aspects.
Firstly, a paper presents an excellent overview of the vast literature on ESG.
Paper #1 “Asurvey onESG: investors, institutions and firms” provides an overview of the

academic literature on ESG through the perspectives of investors, institutions and firms. It
describes how ESG is measured and notes problems with the measurement of and quality of
ESG data and discrepancies between different measures of ESG.

Secondly, five papers present studies of ESG and green finance in the China and Asia
context.

Paper #2 “Shaping corporate ESG performance: role of social trust in China’s capital
market” expands the comprehension of the determinants of ESG and underscores the
influential role of social trust as an informal institution in enhancing a firm’s ESG
performance.

Paper #3 “Environmental, social and governance (ESG) - augmented investments in
innovation and firms’ value: a fixed-effects panel regression of Asian economies” shows that
innovation is advantageous to the firms’ market value, by decomposing innovation into
traditional innovation and environmental innovation.

Paper #4 “The impact of China’s green credit policy on enterprise digital innovation:
evidence from heavily-polluting Chinese listed companies” provides empirical evidence to
understand the effectiveness and mechanism of influence of green credit policies on
enterprise digital innovation, also providing a basis to further improve green credit
policies. The paper shows that the implementation of green credit policies has a negative
impact on digital innovation by increasing the financing constraints faced by firms and
has also a crowding-out effect on R&D investment, resulting in a disincentive to digital
innovation.

Paper #5 “The deterrent effect of central environmental protection inspection: evidence
from Chinese listed companies” takes the central environmental protection inspection (CEPI)
as an exogenous shock to study the reaction of the stock market in China. This paper shows
that polluting firms in the supervised provinces were negatively impacted by the CEPIwithin
20 trading days of the event day, and its effects spread to the polluting firms in the
neighboring provinces.

Paper#6 “The environmental externality of economic growth target pressure: evidence from
China” sheds light on towhat extent economic growth target pressure has a negative externality
of pollution in China and how this pressure may conflict with environmental protection.

Thirdly, two papers contribute to cross-disciplinary studies on the topics of venture capital.
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Paper #7 “Funding startups using contingent option of value appreciation: theory and
formula” presents an integrated actuarial-finance model for the valuation of startup
companies, by introducing an extra time-varying growth rate into the classic Black–Scholes
model, to account for the high-growth characteristics of startups and compensate for the
elevated risk of company failure.

Paper #8 “Does venture-backed innovation support carbon neutrality?” is at the
intersection of venture capital and green finance. The paper studies which countries invest
more capital in green firms and the industries receive more VCs investment. This study’s
results suggest that VC investors play a considerable role in shaping the development of
green finance.

We hope that this collection of papers advances the literature on studies of ESG, green
finance and venture capital, and we thank the authors and anonymous reviewers for their
hard work.
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