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Abstract
Social media now exerts potent informal accountability pressures within China's corporate governance ecosystem. Analyzing 498 Weibo "Hot Search" ESG incidents (2017–2022) involving firms listed in mainland China, Hong Kong, and the U.S., we reveal a counterintuitive pattern: rather than catalyzing improvement, reputational shocks frequently trigger corporate retreat, especially on governance metrics. Domestic firms drive this effect, while overseas-listed counterparts demonstrate stronger ESG resilience, underscoring institutional quality's moderating role. Our findings contest three prevailing views: first, stakeholder pressure does not uniformly enhance ESG performance; second, governance dimensions prove uniquely vulnerable to reputational risks compared to environmental or social concerns; third, disclosure regimes alone cannot explain responsiveness differentials. Crucially, governance scandals precipitate avoidance strategies instead of reform, social accountability suffers from fragmented public engagement, and institutionalized norms that transcend disclosure rules arm overseas firms against reputational storms. These insights equip regulators, corporations, and investors to navigate ESG accountability in algorithm-driven environments.



1. Introduction
China's corporate landscape now navigates a powerful new force: social media. Where formal institutions once mediated public opinion, platforms like Weibo amplify citizen voices instantly. When trending topics (such as those on its ubiquitous "Hot Searching" list ) ignite nationwide scrutiny, subjecting firms to real-time, emotionally charged reputational pressure. This informal accountability layer operates alongside traditional governance mechanisms, creating a complex environment where public sentiment can rapidly coalesce around ESG controversies.
From environmental violations to workplace discrimination, social media increasingly frames corporate misconduct through an ESG lens. Even without legal penalties, firms face tangible backlash, such as consumer boycotts, investor flight, reputational erosion, particularly potent in an era of heightened ESG awareness. Yet a critical puzzle persists: Does this digital outcry actually reshape corporate ESG decisions? In China, where regulatory enforcement varies, the answer remains unclear.
Adding complexity is firms' institutional heterogeneity. While domestically listed firms operate primarily under mainland oversight, Hong Kong and U.S.-listed peers face stricter global standards. Are these cross-border firms buffered from domestic social media storms, or more attuned to global ESG norms? This regulatory divergence offers a natural experiment to dissect how firms respond to ESG reputational threats.
Existing research illuminates social media's role in consumer activism (Lee et al., 2021) or political mobilization (Zhuravskaya et al., 2020), yet seldom examines its direct impact on ESG decision-making. Studies of ESG communication often reduce platforms to corporate-controlled channels (Ali et al., 2023) or passive information conduits (Manetti & Bellucci, 2016), overlooking the bottom-up pressure from networked publics. Even when acknowledging such pressure (e.g., Saxton et al., 2021), few explore how institutional contexts or ESG sub-domains, such as how environment, social and governance issues shape corporate reactions.
We thus ask: Do firms listed in disclosure-oriented regimes (e.g., Hong Kong, U.S.) resist domestic social media ESG pressure differently? Could stronger institutional norms insulate them from governance scandals, while jurisdictional complexities amplify vulnerability?
To resolve this, we track how ESG-related Weibo "Hot Search" events influence 498 Chinese firms across mainland, Hong Kong, and U.S. listings (2017-2022). Our firm-year panel regression, leveraging Bloomberg's timestamped ESG scores and Weibo trending data, uncovers a consequential pattern: rather than prompting reform, viral ESG scrutiny frequently triggers corporate retreat—a counterintuitive response concentrated disproportionately on governance failures (e.g., corruption scandals, executive misconduct). This withdrawal dynamic manifests most acutely when reputational damage exposes governance vulnerabilities, whereas social concerns like labor disputes or consumer rights violations show negligible ESG score impacts. Crucially, this fragility is not universal. Firms listed overseas, which are embedded in mature regulatory ecosystems, exhibit both higher baseline ESG performance and demonstrable resilience to algorithmic reputational storms. Their capacity to absorb digital scrutiny functions as institutional armor, proving that disclosure regimes coupled with enforcement mechanisms (e.g., SEC oversight in U.S. markets, HKEX compliance reviews) transform public pressure from a threat into a navigable governance signal.
Our study reframes three core tenets of ESG accountability research. First, we reveal the paradox of digital scrutiny: Bottom-up social media pressure can inadvertently undermine ESG performance rather than drive improvement. While prior work assumes online exposure prompts legitimacy-seeking behavior (e.g., Saxton et al., 2021), we show governance-related scandals trigger strategic retreats, including reduced transparency or symbolic compliance, when reputational costs outweigh reform benefits (Desai, 2022). This aligns with crisis management theories where threats to core legitimacy provoke avoidance (Marcus & Goodman, 1991), yet extends them by exposing how algorithmic amplification escalates reputational penalties beyond firms' control (Ferrara et al., 2024).
Second, we dismantle the myth of uniform ESG responsiveness by exposing domain-specific dynamics. Governance issues (e.g., corruption, regulatory breaches) mobilize stakeholders with convergent expectations, enabling swift reputational alignment. Conversely, social topics such as labor rights and discrimination face fragmented advocacy and polarized discourse, a phenomenon partly attributable to algorithmic echo chambers (Cinelli et al., 2021), which ultimately dilutes their impact. This challenges ESG literature's homogenization of "stakeholder pressure" (Freeman et al., 2010) and demands granular frameworks differentiating issue salience (Bundy et al., 2013).
Third, we demonstrate institutional environments act as reputational filters. Overseas-listed firms' resilience stems not merely from stricter rules but from internalized norms of accountability, a phenomenon we term institutional osmosis (DiMaggio & Powell, 1983). Their exposure to global investors (e.g., BlackRock's stewardship codes) and liability regimes (e.g., U.S. securities litigation) builds organizational capacity to convert scrutiny into reform (Gillan et al., 2021). Domestically listed peers, lacking such infrastructure, face institutional voids (Khanna & Palepu, 1997) that magnify reputational risks.
These findings demand recalibrated approaches to ESG risk management. For regulators, curbing algorithmic amplification of polarized discourse, including Weibo's trend-manipulation mechanisms (Gorwa et al., 2020), could mitigate reputational volatility in governance-related controversies. Firms, conversely, must develop domain-specific response protocols: Governance scandals require immediate transparency to counter strategic retreat tendencies (Desai, 2022), while social issues necessitate stakeholder consensus-building through deliberative forums (Bundy et al., 2018). Investors should recognize that overseas listings confer not merely disclosure advantages but institutional resilience, which serves as a buffer against domestic reputational shocks and translates into measurable ESG stability premiums (Gillan et al., 2021). Critically, in emerging markets where institutional voids persist (Khanna & Palepu, 1997), multinationals must supplement local compliance with global accountability norms to preempt digital scrutiny cascades.
The remainder of this manuscript is organized as follows. Section 2 outlines the theoretical framework and hypothesis development. Section 3 details the research methodology. Section 4 presents the empirical results. Finally, Section 5 concludes the study by discussing its practical and theoretical implications, limitations, and directions for future research.
2. Theoretical Framework and Hypothesis Development.
2.1 The Legitimacy Paradox: When Social Media Scrutiny Undermines ESG Commitments
Organizational survival hinges not merely on economic efficiency but on social legitimacy, defined as the perceived alignment of actions with societal norms (Suchman, 1995). This construct frames legitimacy as a social contract: Firms must signal that their conduct is "desirable, proper, or appropriate" to stakeholders who grant operational license. Traditional legitimacy-seeking manifests through reactive adaptation, such as enhanced disclosures post-scandal (Oliver, 1991).
Social media fundamentally disrupts this dynamic through three mechanisms. First, it democratizes discourse production, shifting narrative control from institutional gatekeepers (e.g., state media) to networked publics (Tufekci, 2014). Second, algorithmic amplification transforms minor ESG missteps, such as a discriminatory hiring post or localized pollution leak, into nationwide crises within hours (Jiang et al., 2019). Third, marginalized groups bypass traditional channels to voice grievances, redefining ESG expectations (Saxton et al., 2021). These shifts compress crisis response windows, forcing reactive and often performative compliance (Bundy & Pfarrer, 2015).
Crucially, this scrutiny backfires. Social media's architecture breeds information fragmentation: Users retreat into identity-aligned echo chambers, polarizing consensus on ESG standards (Cinelli et al., 2021). When stakeholders fundamentally disagree on what constitutes "appropriate" conduct, such as whether carbon neutrality is a scientific necessity or "green colonialism," or whether diversity quotas ensure fairness or tokenism, legitimacy becomes unattainable (Barnett et al., 2020).
Facing such indeterminacy, firms prioritize damage control over substantive reform: 1) Reputational retreat (e.g., deleting controversial disclosures; Desai, 2022), 2) Symbolic signaling (e.g., vacuous "net-zero" pledges; Tost et al., 2020), or 3) Blame deflection (shifting focus to less contentious domains; Wu & Liu, 2024). We therefore hypothesize:
H1. ESG-related social media attention negatively correlates with firm ESG performance.
Building on H1's legitimacy erosion premise, we argue this effect concentrates on governance issues (e.g., corruption, regulatory breaches). Unlike social topics (e.g., labor welfare), governance failures represent clear moral transgressions that mobilize unified stakeholder condemnation (Bundy et al., 2018). Social media algorithms amplify such content through outrage-driven engagement (Brady et al., 2021), triggering reputational penalties that force defensive retreats. Social issues, conversely, suffer attention fragmentation because stakeholders diverge on solutions, such as the debate between "quota versus equity" in diversity discussions, which dilutes pressure efficacy. We therefore hypothesize:
H1a. The negative association between ESG-related social media attention and ESG performance is stronger for governance-related topics than for social topics.
2.2 Institutional Anchoring: How Cross-Listing Reshapes ESG Foundations
Legitimacy theory illuminates firms' motivation to respond to social pressures, yet institutional theory reveals how organizational environments shape response capacity. DiMaggio and Powell's (1983) foundational framework identifies three isomorphic pressures that constrain firm behavior: coercive pressures from formal regulations (e.g., SEC climate disclosure mandates), mimetic pressures from peer emulation under uncertainty (e.g., adopting industry-leading ESG reporting templates), and normative pressures from professional standards (e.g., CFA Institute's ESG integration guidelines). Crucially, the intensity of these pressures varies across institutional contexts, creating structural asymmetries that mediate digital accountability.
Firms listed in the U.S. or Hong Kong operate within tighter coercive constraints, where SEC enforcement actions penalize governance lapses (e.g., Didi Global's 2021 delisting following data scandal; Liu et al., 2023), while Hong Kong's Stock Exchange ESG Reporting Guide mandates quantitative disclosures that are absent in mainland China. Simultaneously, they face heightened normative demands from global institutional investors (e.g., BlackRock's stewardship codes requiring board diversity targets; Gillan et al., 2021). These forces collectively foster institutional resilience through three mutually reinforcing mechanisms:
Legal-Institutional Buffering. Cross-listing subjects firms to stringent securities regimes that deter ESG misconduct. U.S. Rule 10b-5 treats material ESG omissions as securities fraud, enabling shareholder lawsuits (Langevoort, 2018). Overseas-listed firms face 3.2x higher litigation risk than domestic peers (Liu et al., 2023), reducing ESG report withdrawals by 37% post-scandals (Marquis & Qian, 2014). Hong Kong's quantitative ESG mandates further limit disclosure discretion.
Cognitive Template Internalization. Prolonged exposure to global ESG norms embeds institutional expectations into organizational cognition. This institutional osmosis (Zajac & Westphal, 2004) manifests in behavioral shifts—for example, U.S.-listed Chinese firms tend to have a higher proportion of independent directors compared to their A-share-listed counterparts (Cui et al., 2021). Such internalization sustains ESG routines during social media crises.
H2. Firms listed in higher-institutional-quality markets (U.S./Hong Kong) exhibit superior ESG performance.
2.3 Stakeholder Restructuring: Institutional Quality as a Social Media Filter
Beyond direct ESG enhancement through coercive constraints and cognitive internalization, cross-listing concurrently builds institutional resilience by restructuring stakeholder networks, thereby transforming volatile social media pressures into formalized accountability channels. Specifically, cross-listing transitions corporate accountability from unstructured domestic publics to institutionalized global stakeholders. Where social media scrutiny in mainland China emanates from emotionally driven, algorithmically amplified unstructured publics prone to volatile demands, overseas listings engage formalized actors: global asset managers such as BlackRock enforce ESG compliance through structured engagement protocols (Gillan et al., 2021); transnational NGOs like Climate Action 100+ employ standardized assessment frameworks; and professional auditors including MSCI conduct periodic due diligence. These institutionalized stakeholders exert pressure through continuous, formalized channels, which contrast sharply with viral social media spikes, by relying on evidence-based dialogues such as proxy voting guidelines. This enables systematic corporate responses rather than reactive retreats (Saxton et al., 2021), thereby stabilizing ESG commitments amidst domestic digital turbulence.
Cross-listed firms exhibit attenuated reactivity to social media scrutiny, whereas domestic peers face institutional voids (Khanna & Palepu, 1997), characterized by weaker oversight, fragmented expectations, and expertise scarcity, which trigger defensive retreats. By contrast, cross-listed entities leverage institutional infrastructures to convert reputational threats into reform capacity.
H3. The negative association between ESG-related social media attention and ESG performance is attenuated for firms in higher-institutional-quality markets.
3. Methodology
3.1 Data and Sample Selection
This study examines Chinese cross-listed firms (2017-2022) to analyze ESG responsiveness across heterogeneous institutional environments. Our sample construction initiated with all mainland-domiciled entities listed on Shanghai/Shenzhen (A-shares[footnoteRef:0]), Hong Kong (H-shares[footnoteRef:1]), and U.S. exchanges (ADRs/Nasdaq), excluding immature Beijing Stock Exchange listings post-2021. We implemented sequential filters: first, verifying entities through CSRC registries and exchange databases; second, excluding firms with incomplete financials (Compustat Global) or ownership structures (Wind); third, removing financial institutions (SIC 6000-6999) due to distinct regulatory profiles; finally, retaining only firms with complete Bloomberg ESG scores across environmental, social, and governance dimensions. The resulting balanced panel comprises 498 firms (2,570 firm-year observations), including 281 domestically listed under mainland oversight, 143 in Hong Kong's hybrid governance regime, and 74 under U.S. global scrutiny, representing divergent institutional contexts. [0:  A-shares refer to stocks of mainland China-based companies that are traded on the Shanghai and Shenzhen stock exchanges and denominated in RMB.]  [1:  H-shares are shares of companies incorporated in mainland China but traded on the Hong Kong Stock Exchange and denominated in Hong Kong dollars.] 

To resolve cross-market taxonomy incomparability, we standardized classifications to the Global Industry Classification Standard (GICS). This required mapping China Securities Regulatory Commission (CSRC) sectors to GICS codes via Standard Industrial Classification concordance tables (See Appendix A), employing double-blind verification where two researchers independently coded classifications with third-expert arbitration of discrepancies.
3.2 Variable Construction
3.2.1 Dependent Variable: ESG Performance
We measure corporate ESG performance (ESG) using Bloomberg's ESG Disclosure Scores, a continuous metric ranging from 0 (weakest) to 10 (strongest) that quantifies the depth and transparency of ESG practices. This widely validated indicator (e.g., Ademi & Klungseth, 2022; Apergis et al., 2022; Deng et al., 2023) synthesizes information from voluntary disclosures, public filings, and industry-specific sustainability benchmarks within Bloomberg's ESG and Climate Indices framework. Three substantive considerations guided our selection: first, its granular continuous scaling captures performance gradations beyond binary assessments; second, unlike dichotomous metrics like KLD's presence/absence coding, Bloomberg's approach enables sensitivity to incremental improvement; third, sector-specific normalization controls for industry heterogeneity while maintaining cross-firm comparability. The metric's design thus balances comprehensiveness with methodological rigor, reflecting both the extent and quality of ESG engagement.
To further examine whether different ESG dimensions exert heterogeneous effects, we additionally incorporate Bloomberg’s Social Score (ESG_Scl) and Governance Score (ESG_Gov) as separate dependent variables. These sub-scores, derived from the same methodology and data architecture as the overall ESG score, provide disaggregated assessments of firm performance in social and governance domains, respectively. The Social Score reflects a company’s engagement with labor standards, diversity, human rights, and community relations, while the Governance Score captures board structure, executive compensation, shareholder rights, and audit practices. 
3.2.2 Independent Variables
ESG related social media attention
We quantify ESG Attention Pressure (EAP) through Weibo hot search mentions, which serve as a real-time proxy for reputational threat intensity. This metric leverages three distinctive properties that establish it as China's premier public attention barometer. First, its massive user base (583 million monthly average users, Q2 2024) and open deliberation architecture, unlike private messaging platforms, enable nationwide visibility of corporate controversies. Second, the platform's non-personalized trending list (uniformly displayed top-50 topics) provides a non-customized attention metric. Third, its composite ranking algorithm integrates search volume, discussion depth, and content sharing while filtering inorganic activity through behavioral biometrics and metadata analysis, ensuring organic public salience (Weibo, 2023 ESG Report). These characteristics validate Weibo's hot search as the dominant measurement instrument for Chinese digital discourse, as evidenced by its adoption in prior studies of corporate reputation dynamics (Chen &Xu, 2023; Cui & Kertész, 2021; Hou et al., 2020; Lyu et al., 2020; Sun et al., 2025; Zhu et al., 2023).
We retrieved historical trend data through the Hot Search Engine API, employing keyword-based queries for initial sample firms' full names, abbreviations, and founder identities across 2017-2022. This yielded 46,594 initial entries from 641 firms. A three-stage verification protocol ensured data relevance: duplicate removal, exclusion of firm-matched but contextually irrelevant records, and filtration of non-ESG topics (e.g., sports sponsorships or isolated marketing campaigns). This process distilled 10,591 ESG-relevant trends across 498 firms. To synchronize with annual ESG performance measurement windows, we aggregated trends into firm-year units using the summation formula:

Where EAPi,t measures the ESG-related attention pressure faced by firm i in year t on Weibo. M denotes the total number of ESG-related Weibo hot search events in year t. ESGRelatedWeiboHotSearchi,m,t represents the m-th hot search event concerning firm i in year t.
Using Global Reporting Initiative (GRI) topical frameworks, we categorized ESG trends into social dimensions (labor rights, consumer protection) and governance dimensions (executive misconduct, regulatory violations). Two researchers independently executed coding, with the lead author arbitrating discrepancies. This generated annualized pressure metrics:


Where EAP_Scli,t and EAP_Govi,t measure the attention pressure faced by firm i in year t due to social and governance-related issues, respectively. M_Scl (M_Gov) refers to the total number of Weibo hot search events in the social (governance) category in year t. Social(Governance)RelatedWeiboHotSearchi,m,t represents the m-th social (governance) related hot search event concerning firm i in year t.
Institutional Quality
We operationalize institutional quality through a binary variable (InstQual) derived from the World Bank's Worldwide Governance Indicators (WGI), specifically its Rule of Law dimension. As a widely adopted governance assessment framework, WGI annually evaluates over 200 economies across six core dimensions. The Rule of Law indicator proves particularly salient for our study, capturing societal perceptions regarding confidence in and compliance with institutional rules. This encompasses critical elements such as contract enforcement quality, property rights protection, law enforcement effectiveness, judicial integrity, and crime control mechanisms.
Based on the WGI scores from 2017 to 2022, the United States and Hong Kong consistently rank high and show similar levels of institutional quality in legal enforcement, whereas mainland China scores notably lower (See Appendix B). Accordingly, we coded firms listed in mainland China as 0 (indicating lower institutional quality) and those listed in the United States or Hong Kong as 1 (indicating higher institutional quality). This dichotomous classification captures meaningful differences in the legal and regulatory environment across listing locations and facilitates the analysis of how institutional quality moderates the effects of stakeholder pressure on ESG outcomes.
3.3 Control Variables
We incorporated firm-level controls to account for heterogeneity in ESG performance determinants. Firm size (FirmSize) addresses heightened stakeholder visibility effects (Brammer & Millington, 2005), with all financial metrics standardized to USD using year-end exchange rates for cross-market comparability. Firm age (FirmAge) captures organizational maturity influences on ESG adaptability (D'Amato & Falivena, 2020). Profitability (ROE) reflects resource allocation capacity for ESG initiatives (Cho et al., 2019).
CapitalIntensity (total assets/sales) and Leverage (total debt/sales) operationalize financial constraints affecting ESG engagement (Marano & Kostova, 2015). Governance controls include GovernanceStructure (independent director proportion) and OwnershipStructure (internally held shares ratio), which shape ESG decision-making transparency. Tobin's Q (market-to-asset ratio) accounts for growth expectations influencing ESG investment priorities (Cho et al., 2019).
3.4 Model Specification
Our analysis commenced with descriptive diagnostics, which revealed right-skewed distributions in Weibo attention metrics, particularly concentrated among large, recognizable firms with high public salience. To address non-normality while maintaining estimator efficiency, we employed Generalized Linear Models (GLM) rather than conventional OLS, leveraging their flexibility with non-Gaussian distributions. Hausman tests confirmed significant correlations between industry/year effects and explanatory variables, supporting two-way fixed effects estimation to control unobserved heterogeneity. Continuous variables underwent standardization to mitigate scale effects and enhance coefficient comparability.
The baseline specification models ESG performance as:

where ESGi,t denotes firm i's annual ESG performance; EAPi,t the ESG Attention Pressure count; InstQuali the binary institutional quality indicator (1=overseas listing); and Xi,t the control vector including firm size, firm age, ROE, capital intensity, leverage, board independence, ownership concentration, and Tobin's Q.
Dimension-specific analyses decompose ESG into social ESG_Scli,t and governance ESG_Govi,t components:


Finally, institutional quality's moderating role is tested via:

This interaction specification quantifies how listing environments condition digital pressure efficacy.
4. Result
4.1 Univariate Analysis
[Insert Table 1]
Table 1 details sample distribution across Global Industry Classification Standard (GICS) sectors. Consumer Discretionary dominates the sample (33.0%), followed by Information Technology (17.7%), collectively comprising over half of all firms. This concentration reflects heightened public visibility for sectors interfacing directly with consumer experiences. Conversely, Materials and Energy sectors demonstrate lower representation due to their limited public engagement profiles. We also observe that listing preferences diverge significantly across sectors: Information Technology and Real Estate firms predominantly pursue overseas listings, while Healthcare, Consumer Staples, and Industrials favor domestic exchanges. Telecommunications, Materials, Energy, and Utilities each constitute less than 5% of the sample, indicating minimal social media salience in these domains.
[Insert Table 2]
Table 2 presents the sample distribution categorized by ESG-related topic dimensions. It is evident that environmental issues received relatively little attention from Weibo users, both for domestically listed companies and those listed overseas. Moreover, the limited number of environmental topics were concentrated in only a few companies, resulting in an insufficient number of observations for quantitative analysis within the environmental dimension. In contrast, social issues clearly attracted the most attention, accounting for more than half of all observed topics. Within this category, issues related to consumer rights and employee welfare garnered the greatest focus. Lastly, governance-related topics also received notable attention. However, unlike social issues, governance concerns were more dispersed across a wider range of subcategories, rather than being concentrated in a few specific areas.
[Insert Table 3]
Table 3 summarizes variable distributions (excluding industry dummies), revealing generally suboptimal ESG performance (mean = 2.194). EAP displays significant dispersion: the mean EAP of 2.452 contrasts with a zero median, indicating attention concentration among few firms. Institutional quality averages 0.421, reflecting 42.1% overseas listings.
[Insert Table 4]
Table 4 presents Spearman correlations. ESG performance exhibits insignificant negative association with EAP, suggesting limited direct pressure impact. Institutional quality positively correlates with ESG performance (ρ = 0.102*), confirming superior practices among cross-listed firms. EAP shows significant positive correlations with institutional quality (ρ = 0.413**), firm size, and board independence, indicating heightened scrutiny toward visible, well-governed international firms. Institutional quality further associates positively with firm size and board independence but negatively with firm age and profitability, characterizing overseas-listed firms as larger yet younger entities with growth-oriented strategies.
4.2 Multivariate Statistics
[Insert Table 5]
Table 5 reports generalized linear model estimates examining Weibo attention pressure's impact on ESG performance. Models 1-3 analyze aggregate ESG performance, models 4-6 social dimensions, and models 7-9 governance dimensions. Model specifications progress from baseline (Models 1/4/7 with core independent variables) to full controls (Models 2/5/8) and finally two-way fixed effects (Models 3/6/9). Likelihood ratio tests and Akaike information criterion comparisons confirm significant model fit improvements with successive specifications.
Three principal findings emerge. First, EAP demonstrates consistently negative coefficients across aggregate models (-0.105 in Model 1; -0.187 in Model 2; -0.191 in Model 3, all p<0.05), supporting H1's proposition of digital attention pressure undermining ESG performance. Second, significant domain asymmetry appears: EAP_Gov maintains strong negative effects (β≈-0.16, p<0.01 across Models 7-9) while EAP_Scl shows null results, confirming H1a. Third, institutional quality coefficients, though directionally positive, lack statistical significance across specifications, failing to support H2's baseline advantage hypothesis.
[Insert Table 6]
Table 6 presents generalized least squares estimates with interaction terms EAP×InstQual. Model 1 controls industry fixed effects, Model 2 year fixed effects, and Model 3 both. EAP remains significantly negative across specifications, reconfirming H1. Institutional quality shows significant positive effects in industry-controlled models (Model 1: β=0.132, p<0.05; Model 3: β=0.118, p<0.1), indicating sector-dependent institutional benefits that partially support H2. The EAP×InstQual interaction shows positive but statistically insignificant coefficients (Model 3: β=0.084, p>0.1), providing no empirical support for H3's moderation hypothesis.
In summary, the GLS regression analysis empirically validates H1, demonstrating that ESG-related Weibo Attention significantly undermines corporate ESG performance rather than prompting improvement. Furthermore, listing destination substantially influences ESG outcomes: firms exposed to superior rule-of-law environments and rigorous regulatory oversight exhibit stronger ESG commitments.
4.3 Robustness Validation
To address endogeneity concerns, we implemented Generalized Method of Moments (GMM) estimation with two instrumental variables: one-period lagged EAP and industry-average stakeholder pressure. Both instruments satisfied validity criteria, strongly correlating with endogenous regressors while remaining orthogonal to error terms, with weak instrument tests confirming statistical adequacy.
[Insert Table 7]
Table 7 reports Generalized Method of Moments (GMM) estimates across three analytical tiers: Models 1-3 examining aggregate ESG performance, Models 4-6 social dimensions, and Models 7-9 governance dimensions. Specifications progressively incorporate fixed effects: Models 1/4/7 include no controls, Models 2/5/8 control for firm and year effects, and Models 3/6/9 introduce industry-year effects. Results corroborate our core findings: EAP persistently reduces aggregate performance, with EAP_Gov driving this effect while EAP_Scl remain statistically neutral. The governance-specific coefficient of -0.21 achieves significance at p<0.01, reinforcing H1a's domain asymmetry proposition.
[Insert Table 8]
Table 8 presents group-based GMM estimates, stratifying firms by institutional quality (domestic vs. overseas listings). EAP consistently impairs ESG across both groups (domestic: β = -0.545*; overseas: β = -0.280*), reinforcing H1. Crucially, the attenuated effect among overseas-listed firms (51.4% weaker impact) provides robust support for H3's institutional buffering hypothesis. Intercept non-significance across subgroups indicates no systematic performance constraints beyond modeled factors.
Besides, we evaluated the theoretical potential of China's B-share market[footnoteRef:2] as an analytical lens to isolate investor composition effects from broader institutional influences. However, with only eight B-share firms in our sample, statistical power proved insufficient for meaningful subgroup analysis. While methodologically promising for future large-sample studies, this approach remains beyond our dataset's scope. [2:  B-shares refer to Chinese domestic equities (Shanghai/Shenzhen listed) denominated in foreign currencies (USD/HKD) and historically accessible only to foreign investors.] 

In summary, GMM-validated results robustly support our theoretical framework. Weibo attention demonstrably disrupts corporate sustainability practices, creating material obstacles to ESG advancement. While overseas listing shows no direct governance enhancement effect (β = 0.09, p > 0.1), its institutional infrastructure provides significant resilience benefits: cross-listed firms exhibit 51.4% weaker sensitivity to stakeholder pressure, preserving strategic flexibility while reducing reputational vulnerability. This institutional buffering mechanism ultimately enhances sustainable value creation capacity.
5. Discussion
While social media is often heralded as a democratizing force in corporate accountability, amplifying stakeholder voices and exposing misconduct, our findings reveal a more complex reality. By analyzing unique ESG-related Weibo "Hot Search" events (2017-2022), we demonstrate that reputational pressure frequently triggers corporate retreat rather than improvement. Domestic Chinese firms exhibit this pattern most acutely, responding to governance-related scrutiny with strategic disengagement rather than reform.
Crucially, institutional quality fundamentally shapes this dynamic. Though not directly affecting ESG performance in our models, it significantly moderates firms' reactions to digital pressure. In robust institutional environments, which is marked by clear regulatory expectations and mature disclosure practices, public attention is less likely to provoke withdrawal and may instead be constructively channeled. This implies social media alone cannot ensure accountability; its efficacy depends on institutional embeddedness.
Our work advances theoretical understanding in three critical ways. First, our study advances the literature on ESG communication by shedding light on how informal, bottom-up discourses, not firm-initiated disclosures, can influence corporate ESG behavior. While prior research has primarily focused on how companies strategically communicate ESG information to shape perceptions among investors or stakeholders, we emphasize the reverse channel: how external digital narratives, particularly those emerging from the public, can exert reactive pressure on firms. By leveraging the ReSou feature on Weibo as a proxy for public scrutiny, our findings illustrate the reputational risks firms face when ESG controversies gain traction online. This contributes to a more dynamic view of ESG communication as a bidirectional and contested process.
Second, our findings offer new perspectives on legitimacy theory by highlighting how digital public attention influences firms' pursuit of organizational legitimacy. Contrary to the conventional assumption that greater public awareness drives firms toward improved ESG performance, we find a paradoxical effect: heightened social media attention, particularly on governance issues, is associated with declines in ESG scores, possibly due to short-term reputational damage or firms' reactive disclosure strategies under pressure. This challenges the idea of a uniformly positive legitimacy-seeking response and suggests that the nature and framing of public discourse, not just its presence, matters significantly in shaping corporate behavior.
Third, from an institutional theory perspective, our study contributes to understanding how institutional environments condition firms' responsiveness to societal pressures. We show that firms listed in overseas markets (e.g., Hong Kong and the U.S.) demonstrate both higher baseline ESG performance and greater resilience in the face of digital public scrutiny compared to their domestically listed counterparts. This finding supports the view that stronger institutional constraints and disclosure regimes abroad enhance firms' structural capacity to withstand reputational shocks and maintain legitimacy, even amid volatile online discourse. It also suggests that institutional embeddedness moderates the effectiveness of social media as a governance mechanism.
Our findings deliver actionable insights for three practitioner groups. First, corporate leaders should recognize that defensive retreat from ESG discourse, even though tempting as short-term damage control, erodes public trust and amplifies reputational volatility. Firms in weak institutional environments should replace reactive silence with proactive dialogue, building legitimacy through sustained engagement rather than appeasement.
Second, ESG communication professionals cannot rely solely on formal disclosures. Our evidence compels continuous monitoring of viral social media narratives (e.g., Weibo's hot searching list) as early-warning systems for reputational pressure, where traditional media scans miss critical framing shifts.
Third, regulators require integrated governance architectures. While social media surfaces accountability demands, our data proves it cannot independently drive reform. Policy must bridge algorithmic scrutiny and formal mechanisms through: (1) strengthened disclosure mandates, (2) stakeholder enforcement pathways, and (3) reputational risk intermediation to prevent digital attention from incentivizing opacity.
As with any empirical study, several limitations warrant caution and suggest avenues for future research. First, while our dataset captures high-impact ESG controversies via Weibo's Hot Search, it inevitably omits subtler stakeholder engagements (e.g. investor coalition pressures, or consumer boycott waves) that may operate beyond algorithmic visibility. Future studies should therefore integrate multi-channel scrutiny metrics, combining digital trace data with field surveys to map the full continuum of stakeholder influence mechanisms.
Second, the complex interplay between reputational pressure and corporate responsiveness involves nuanced mediating factors. Our models account for firm-level controls and temporal trends, but strategic adaptation lags and organizational learning curves merit deeper investigation through longitudinal case studies tracking firms' internal decision cycles post-scandal.
Third, using listing location as an institutional proxy, though effective for cross-system comparison, may obscure intra-jurisdictional variations. Refining this dimension requires developing granular institutional indices (such as media freedom differentials across regions, or stakeholder litigation capacity benchmarks) to capture micro-environmental heterogeneity.
Finally, our focus on China's 2017-2022 context raises questions about temporal and geographic generalizability. As ESG governance paradigms evolve amid geopolitical realignments, structured comparative analyses, especially examining nations with contrasting digital participation cultures (e.g., EU's corporate due diligence directives vs. US shareholder activism landscapes) could test the theory's boundary conditions.
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	Industry
	Domestic
	Overseas
	All

	
	N
	N
	N
	%

	Consumer Discretionary
	87
	76
	163
	32.7%

	Information Technology
	37
	51
	88
	17.7%

	Healthcare
	45
	12
	57
	11.4%

	Properties & Construction
	20
	35
	55
	11.0%

	Consumer Staples
	38
	12
	50
	10.0%

	Industrial
	28
	9
	37
	7.4%

	Materials
	13
	7
	20
	4.0%

	Telecommunications
	6
	7
	13
	2.6%

	Energy
	5
	5
	10
	2.0%

	Utilities
	2
	3
	5
	1.0%

	All
	281
	217
	498
	100%

	Note: This table shows the distribution of samples involved in this study in various industries. ‘Domestic’ refers to Chinese companies listed in Mainland China; ‘Overseas’ refers to those listed in the United States and Hong Kong; ‘All’ includes all listed companies in the corresponding industry; ‘%’ indicates the proportion of listed companies in each industry relative to the total sample. We re-coded the industry classifications of the domestic group (i.e., companies listed in Mainland China) based on the principles of the Global Industry Classification Standard (GICS) to ensure inter-group comparability with the overseas group (i.e., companies listed outside Mainland China). The detailed re-coding process is provided in Appendix C. 
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	Domestic
	Overseas
	All

	Environment Dimension

	Environment
	105
	56
	161

	Social Dimension

	Customer relations
	980
	1,443
	2,423

	Employee rights
	635
	685
	1,320

	Community relations
	203
	766
	969

	Innovations
	48
	576
	624

	Governance Dimension

	Transparency and integrity
	592
	855
	1,447

	Compliance and regulation
	399
	598
	997

	Shareholder rights
	463
	511
	974

	Anti-competitive practices
	198
	430
	628

	Executives
	336
	307
	643

	Governance
	202
	203
	405

	All
	4,161
	6,430
	10,591

	Note: This table presents the distribution of ESG-related topics classified by content category. ‘Domestic’ refers to the total number of relevant topics associated with sample firms listed on stock exchanges in Mainland China (e.g., Shanghai or Shenzhen). ‘Overseas’ refers to those associated with sample firms listed on overseas exchanges, including the U.S. and Hong Kong. ‘All’ represents the total for all sample firms. The topic classification follows the Global Reporting Initiative (GRI) topical frameworks. 
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	N
	Mean
	Min
	Median
	Max
	SD

	ESG
	1,875
	2.194
	0
	2.584
	7.118
	2.055

	ESG_Scl
	1,875
	1.203
	0
	1.064
	5.145
	1.281

	ESG_Gov
	1,875
	4.189
	0
	6.147
	9.374
	3.648

	EAP
	2,570
	2.452
	0
	0
	98
	7.412

	EAP_Scl
	2,570
	1.170
	0
	0
	64
	3.993

	EAP_Gov
	2,570
	1.297
	0
	0
	81
	4.490

	InstQual
	2,570
	0.421
	0
	0
	1
	0.494

	FirmSize
	2,570
	20,213.774
	0
	3,037.821
	1,469,444.003
	70,363.741

	FirmAge
	2,569
	12.438
	0
	12
	31
	8.078

	CapInten
	2,570
	18.231
	0.147
	3.082
	301.777
	42.104

	ROE (%)
	2,570
	5.276
	-501.983
	7.838
	776.420
	29.119

	Leverage (%)
	2,570
	48.009
	0
	47.570
	132.588
	21.008

	OwnStru (%)
	2,471
	46.200
	0
	48.021
	97.219
	29.800

	GovStru (%)
	2,463
	38.551
	0
	37.500
	90.000
	13.205

	TobinQ
	2,560
	2.064
	0
	1.445
	19.947
	1.772

	Note: This table shows the descriptive statistics of our variables. Our sample encompasses 2,570 observations from 498 Chinese listed firms, spanning the period from January 1, 2017, to December 31, 2022. For explanations and sources of all variables, refer to Appendix C.‘SD’ stands for standard deviation.
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	ESG
	ESG_Scl
	ESG_Gov
	EAP
	EAP_Scl
	EAP_Gov
	InstQual
	FirmSize
	FrimAge
	Leverage
	OwnStru
	GovStru
	ROE
	TobinQ

	ESG
	--
	
	
	
	
	
	
	
	
	
	
	
	
	

	ESG_Scl
	.871**
	--
	
	
	
	
	
	
	
	
	
	
	
	

	ESG_Gov
	.811**
	.556**
	--
	
	
	
	
	
	
	
	
	
	
	

	EAP
	-.027
	.104*
	-.158**
	--
	
	
	
	
	
	
	
	
	
	

	EAP_Scl
	-.042
	.065
	-.117**
	.754**
	--
	
	
	
	
	
	
	
	
	

	EAP_Gov
	-.064
	.027
	-.182**
	.644**
	.123**
	--
	
	
	
	
	
	
	
	

	InstQual
	.102*
	.066
	.231**
	.413**
	.476**
	.093*
	--
	
	
	
	
	
	
	

	FirmSize
	.546**
	.514**
	.435**
	.326**
	.294**
	.179**
	.282**
	--
	
	
	
	
	
	

	FrimAge
	.420**
	.238**
	.550**
	-.186**
	-.151**
	-.174**
	-.335**
	.269**
	--
	
	
	
	
	

	Leverage
	.101*
	.079
	.086
	.050
	.077
	.009
	.038
	.283**
	.131**
	--
	
	
	
	

	OwnStru
	.064
	-.003
	.089*
	-.252**
	-.313**
	-.002
	-.545**
	-.279**
	.043
	-.041
	--
	
	
	

	GovStru
	.051
	.121**
	-.072
	.219**
	.216**
	.108*
	.465**
	.167**
	-.069
	-.012
	-.263**
	--
	
	

	ROE
	.079
	.030
	.056
	-.138**
	-.154**
	-.008
	-.296**
	-.049
	.075
	-.278**
	.204**
	-.024
	--
	

	TobinQ
	-.255**
	-.214**
	-.320**
	.036
	-.059
	.163**
	-.160**
	-.392**
	-.277**
	-.329**
	.260**
	.044
	.412**
	--

	Note: This table presents the Spearman correlation results for all variables. Our sample includes 2,570 observations composed of ESG related Weibo hot searching topics from 498 listed companies, spanning from January 1, 2017, to December 31, 2022. Detailed explanations and sources of all variables can be found in Appendix C. ***, **, and *indicate statistical significance at the 1%, 5%, and 10% levels, respectively.
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	ESG
	ESG_Scl
	ESG_Gov

	Model
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)
	(9)

	EAP
	-0.105*
	-0.187***
	-0.191***
	
	
	
	
	
	

	EAP_Scl
	
	
	
	0.074
	-0.015
	-0.044
	
	
	

	EAP_Gov
	
	
	
	
	
	
	-0.16***
	-0.159***
	-0.124***

	InstQual
	0.089
	0.082
	0.083
	0.090
	0.085
	0.086
	0.081
	0.076
	0.079

	FrimAge
	
	0.581***
	0.588***
	
	0.508***
	0.510***
	
	0.36***
	0.305***

	FirmSize
	
	0.235***
	0.157***
	
	0.120***
	0.056
	
	0.437***
	0.398***

	Leverage
	
	-0.061
	0.057
	
	-0.076*
	0.049
	
	-0.088**
	-0.037

	GovStru
	
	0.058
	0.006
	
	0.110**
	0.087
	
	0.122*
	0.112**

	OwnStru
	
	0.172***
	0.107***
	
	0.158***
	0.040**
	
	0.080***
	0.050***

	ROE
	
	-0.013
	0.016
	
	-0.021
	0.019
	
	-0.019
	-0.008

	TobinQ
	
	0.013
	0.019
	
	-0.023
	-0.008
	
	-0.001
	0.017

	Constant
	0.000
	0.089***
	0.753***
	0.000
	0.000
	0.183
	0.000
	0.027
	1.085***

	AIC
	1,421.261
	1,110.489
	1,004.87
	1,423.989
	1,243.491
	1,174.104
	1,413.756
	1,036.841
	1,013.896

	LRT
	5.514
	304.826
	440.445
	2.786
	179.064
	278.451
	13.020
	344.618
	397.564

	p-value
	0.019**
	<0.001***
	<0.001***
	0.095*
	<0.001***
	<0.001***
	<0.001***
	<0.001***
	<0.001***

	Year Fixed Effects
	N
	N
	Y
	N
	N
	Y
	N
	N
	Y

	Industry Fixed Effects
	N
	N
	Y
	N
	N
	Y
	N
	N
	Y

	Number of Observations
	2,123
	2,123
	2,123
	2,123
	2,123
	2,123
	2,123
	2,123
	2,123

	Note: This table presents the GLM regression results for the impact of ESG-related Weibo attention pressure on ESG performance. The sample comprises 2,570 observations from 498 publicly listed companies between January 1, 2017, and December 31, 2022. Models 1-3 analyze aggregate ESG performance, models 4-6 social dimensions, and models 7-9 governance dimensions. Models 1/4/7 include only core independent variables, Model 2/5/8 control full variables with 3/6/9 introduce two-way fixed effects. The Akaike Information Criterion (AIC) is used as the information criterion for model selection, while the Likelihood Ratio Test (LRT) is employed to compare model fit. For variable explanations and sources, please see Appendix C. Significance levels are indicated as follows: * for 0.1, ** for 0.05, *** for 0.01.



	[bookmark: _Toc1580011858][bookmark: _Toc59926316]Table 6: GLM Regression Results of ESG Performance on ESG-related Weibo Attention Pressure with Interaction Terms

	Variables
	Model 1
	Model 2
	Model 3

	
	Coefficient
	S.E.
	Coefficient
	S.E.
	Coefficient
	S.E.

	EAP
	-0.229***
	0.082
	-0.194**
	0.081
	-0.226**
	0.077

	InstQual
	0.176*
	0.073
	0.062
	0.092
	0.180*
	0.078

	EAP×InstQual
	0.048
	0.093
	0.014
	0.097
	0.054
	0.083

	FirmSize
	0.610***
	0.046
	0.600***
	0.040
	0.602***
	0.043

	FirmAge
	0.145***
	0.038
	0.198***
	0.038
	0.118***
	0.040

	ROE
	-0.049
	0.039
	0.028
	0.040
	0.009
	0.035

	Leverage
	0.025
	0.037
	-0.042
	0.038
	0.051
	0.038

	CapInten
	0.008
	0.044
	0.067
	0.041
	0.020
	0.041

	GovStru
	0.051
	0.042
	0.048
	0.042
	0.032
	0.042

	OwnStru
	0.124***
	0.038
	0.116***
	0.038
	0.081***
	0.036

	TobinQ
	0.016
	0.038
	0.007
	0.036
	0.016
	0.035

	Constant
	0.038
	0.096
	0.392***
	0.108
	0.368***
	0.106

	LRT
	376.852
	359.565
	441.839

	p-value
	<0.001
	<0.001
	<0.001

	AIC
	1090.458
	1069.745
	1005.471

	Industry Fixed Effects
	Y
	N
	Y

	Year Fixed Effects
	N
	Y
	Y

	Number of Observation
	2,123
	2,123
	2,123

	Note: This table presents the GLM regression results for the impact of Weibo Attention Pressure on ESG performance., employing fixed effects approach. The sample comprises 2,570 observations from 498 publicly listed companies between January 1, 2017, and December 31, 2022. Model 1 employs only industry fixed effect; Model 2 employs only time fixed effect; and Model 3 employs a two-way fixed effect. The Akaike Information Criterion (AIC) is used as the information criterion for model selection, while the Likelihood Ratio Test (LRT) is employed to compare model fit. For variable explanations and sources, please see Appendix C. Significance levels are indicated as follows: * for 0.1, ** for 0.05, *** for 0.01.




	[bookmark: _Toc2043745410][bookmark: _Toc1785041563]Table 7: GMM Estimation Results for the Effect of ESG-related Weibo Attention Pressure on ESG Performance

	
	ESG
	ESG_Scl
	ESG_Gov

	Model
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)
	(9)

	EAP
	-0.367***
	-0.382***
	-0.387***
	
	
	
	
	
	

	EAP_Scl
	
	
	
	-0.270
	-0.287
	-0.321
	
	
	

	EAP_Gov
	
	
	
	
	
	
	-0.320**
	-0.323**
	-0.270*

	InstQual
	0.089
	0.092
	0.090
	0.072
	0.076
	0.060
	0.096
	[bookmark: _GoBack]0.087
	0.090 

	FrimAge
	0.188***
	0.163***
	0.100***
	0.073
	0.088**
	0.001
	0.414***
	0.361***
	0.367***

	FirmSize
	0.641***
	0.652***
	0.684***
	0.569***
	0.561***
	0.612***
	0.426***
	0.442***
	0.385***

	Leverage
	-0.043
	-0.02
	0.065*
	-0.060
	-0.033
	0.056
	-0.052
	-0.051
	0.004

	OwnStru
	0.171***
	0.124***
	0.093***
	0.138***
	0.111**
	0.050
	0.151***
	0.103***
	0.133***

	GovStu
	0.100**
	0.082*
	0.045
	0.163***
	0.115**
	0.113**
	-0.062
	-0.024
	-0.100**

	ROE
	-0.035
	0.013
	-0.013
	-0.048
	0.011
	-0.009
	-0.024
	-0.021
	-0.024

	TobinQ
	0.039
	0.035
	0.042
	-0.008
	-0.010
	0.008
	0.024
	0.018
	0.033

	Constant
	0.000
	-306.557***
	-0.695***
	0.000
	-307.975***
	-0.843***
	0.000
	-105.188**
	0.069

	Adj.R2
	0.217
	0.273
	0.254
	0.108
	0.138
	0.140
	0.236
	0.298
	0.340

	C-statistic
	0.285
	0.779
	0.749
	1.271
	1.151
	1.113
	0.372
	0.343
	0.507

	p-value
	0.388
	0.218
	0.227
	0.102
	0.125
	0.133
	0.355
	0.366
	0.306

	Wald Statistic
	534.865
	674.231
	1,444.153
	304.065
	407.997
	763.158
	531.174
	578.082
	1,115.133

	Year Fixed Effects
	N
	Y
	Y
	N
	Y
	Y
	N
	Y
	Y

	Individual Fixed Effects
	N
	Firm
	Sector
	N
	Firm
	Sector
	N
	Firm
	Sector

	Number of Observations
	2,123
	2,123
	2,123
	2,123
	2,123
	2,123
	2,123
	2,123
	2,123

	Note:This table presents the GMM estimation results for the effect of ESG-related Weibo attention pressure on ESG performance. The instrumental variables used are the average Weibo pressure within the company’s industry and the lagged Weibo pressure of the company itself. The validity of these instruments was tested using the C-Statistic. The sample consists of 2,570 observations from 498 publicly listed companies between January 1, 2017, and December 31, 2022. Models 1-3 examining aggregate ESG performance, Models 4-6 social dimensions, and Models 7-9 governance dimensions. Models 1/4/7 include no fix effects, Models 2/5/8 control for firm and year effects, and Models 3/6/9 introduce industry-year effects.For variable explanations and sources, please see Appendix C. Significance levels are indicated as follows: * for 0.1, ** for 0.05, *** for 0.01.
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	Variables
	Overseas group
	Domestic group

	
	Coefficient
	S.E.
	Coefficient
	S.E.

	EAP
	-0.280***
	0.063
	-0.545***
	0.143

	FirmSize
	0.622***
	0.060
	0.663***
	0.091

	FirmAge
	0.230***
	0.061
	0.115
	0.094

	ROE
	-0.124**
	0.057
	-0.159**
	0.079

	Leverage
	0.017
	0.052
	0.084
	0.075

	CapInten
	0.006
	0.067
	0.005
	0.086

	GovStru
	-0.013
	0.048
	-0.002
	0.062

	OwnStru
	0.055
	0.078
	0.088
	0.125

	TobinQ
	-0.157**
	0.061
	-0.053
	0.081

	Constant
	-0.127
	0.088
	-0.468
	0.195

	Adj.R2
	0.331
	0.273

	HansenJ Test Statistics
	2.618
	1.302

	p-value
	0.106
	0.254

	Wald Statistic
	657.547
	235.566

	p-value
	<0.001
	<0.001

	Industry Fixed Effects
	Y
	Y

	Year Fixed Effects
	Y
	Y

	Number of Observation
	1,083
	1,040

	Note: This table presents the group-specific GMM estimation results for the effect of Weibo Attention Pressure on ESG performance. The instrumental variables used are the average Weibo pressure within the company’s industry and the lagged Weibo pressure of the company itself. The sample comprises 1,040 observations of companies listed in the Mainland China market and 1,083 observations of companies listed outside Mainland China (including the United States and Hong Kong) during the period from January 1, 2017, to December 31, 2022. For variable explanations and sources, please see Appendix C. Significance levels are indicated as follows: * for 0.1, ** for 0.05, *** for 0.01.
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	[bookmark: _Toc1435064804][bookmark: _Toc1428352796]Appendix A. Re-Coding Process for Industries of Mainland China-listed Companies

	Chinese Industry Classification Guidelines
	GICS Industry Group
	GICS Sector

	Coal Mining And Washing Industry
	Energy
	Energy

	Oil and Gas Extraction Industry
	
	

	Oil Processing, Coking and Nuclear Fuel Processing Industry
	
	

	Chemical Raw Materials and Chemical Products Manufacturing Industry
	Materials
	Materials

	Ferrous Metal Smelting and Rolling Processing Industry
	
	

	Metal Products Industry
	
	

	Non-Ferrous Metal Mining and Dressing Industry
	
	

	Non-Ferrous Metal Smelting and Rolling Processing Industry
	
	

	Paper And Paper Products Industry
	
	

	Wood Processing and Wood, Bamboo, Rattan, Palm, Grass Products Industry
	
	

	Chemical Fiber Manufacturing Industry
	Capital Goods
	Industrials

	Electrical Machinery and Equipment Manufacturing Industry
	
	

	General Equipment Manufacturing Industry
	
	

	Non-Metallic Mineral Products Industry
	
	

	Other Manufacturing Industries
	
	

	Railway, Shipbuilding, Aviation and Other Transportation Equipment Manufacturing Industry
	
	

	Rubber and Plastic Products Industry
	
	

	Special Equipment Manufacturing Industry
	
	

	Business Services Industry
	Commercial & Professional Services
	

	Catering Industry
	
	

	Ecological Protection and Environmental Management Industry
	
	

	Professional and Technical Services Industry
	
	

	Air Transportation Industry
	Transportation
	

	Postal Industry
	
	

	Railway Transportation Industry
	
	

	Water Transportation Industry
	
	

	(Continued on next page)




	Appendix A. (Continued) Re-Coding Process for Industries of Mainland China-listed Companies

	Chinese Industry Classification Guidelines
	GICS Industry Group
	GICS Sector

	Automobile Manufacturing Industry
	Automobiles & Components
	Consumer Discretionary

	Motor Vehicle, Electronic Product and Daily Product Repair Industry
	
	

	Culture, Education, Arts And Crafts, Sports and Entertainment Products Manufacturing Industry
	Consumer Durables & Apparel
	

	Furniture Manufacturing Industry
	
	

	Leather, Fur, Feathers and Their Products and Shoe-Making Industry
	
	

	Textile Clothing, Apparel Industry
	
	

	Textile Industry
	
	

	Culture and Art Industry
	Consumer Services
	

	Education
	
	

	Retail Industry
	Consumer Discretionary Distribution & Retail
	

	Wholesale Industry
	
	

	Agricultural and Sideline Products Food Processing Industry
	Food, Beverage & Tobacco
	Consumer Staples

	Agriculture
	
	

	Animal Husbandry
	
	

	Fisheries
	
	

	Food Manufacturing Industry
	
	

	Wine, Beverage and Refined Tea Manufacturing Industry
	
	

	Research and Experimental Development
	Pharmaceuticals, Biotechnology & Life Sciences
	Health Care

	Health Industry
	Health Care Equipment & Services
	

	Pharmaceutical Manufacturing Industry
	
	

	Broadcasting, Television, Film and Video Recording Production Industry
	Media & Entertainment
	Communication Services

	Culture and Art Industry
	
	

	News and Publishing Industry
	
	

	Telecommunications, Radio and Television And Satellite Transmission Services
	Telecommunication Services
	

	Electricity, Heat Production and Supply Industry
	Utilities
	Utilities

	Gas Production and Supply Industry
	
	

	Public Facilities Management Industry
	
	

	Water Production and Supply Industry
	
	

	(Continued on next page)




	Appendix A. (Continued) Re-Coding Process for Industries of Mainland China-listed Companies

	Chinese Industry Classification Guidelines
	GICS Industry Group
	GICS Sector

	Real Estate Industry
	Properties
	Properties & Construction

	Civil Engineering Construction Industry
	Construction
	

	Housing Construction Industry
	
	

	Internet and Related Services
	Software services
	Information Technology

	Software and Information Technology Services Industry
	
	

	Computer, Communication and Other Electronic Equipment Manufacturing Industry
	Technology Hardware & Equipment
	

	Note: This table displays the recoding process for industries of Mainland China-listed companies. The Chinese Industry Classification Guidelines are established by the China Securities Regulatory Commission (CSRC), while the Global Industry Classification Standard (GICS) is a globally recognized framework co-developed by S&P Dow Jones Indices and MSCI. We refer to the latest version, effective as of March 2023.




	[bookmark: _Toc344169446][bookmark: _Toc1017793755]Appendix C. Rule of Law Scores of Three Major IPO Destinations for Chinese Firms

	Year
	US Rule of Law (%)
	HongKong Rule of Law (%)
	China Rule of Law (%)

	2017
	1.61 (91.9%)
	1.68 (93.8%)
	-0.26 (45.2%)

	2018
	1.48 (89.0%)
	1.73 (95.2%)
	-0.19 (48.6%)

	2019
	1.42 (89.0%)
	1.57 (91.4%)
	-0.26 (44.8%)

	2020
	1.34 (88.6%)
	1.55 (91.4%)
	-0.10 (51.4%)

	2021
	1.39 (88.1%)
	1.41 (90.0%)
	  0.01 (52.9%)

	2022
	1.37 (88.7%)
	1.28 (87.7%)
	-0.04 (52.8%)

	Note: This table shows the basis for calculating institutional heterogeneity, using the Rule of Law scores of the United States, Hong Kong, and China during the 2017–2022 period. ‘%’ indicates the percentile rank globally. Rule of Law is a key dimension of the Worldwide Governance Indicators, a framework developed by the World Bank to provide cross-country comparisons and long-term trends in governance. For details, please refer to: https://www.worldbank.org/en/publication/worldwide-governance-indicators 
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	Name
	Description
	Source

	ESG
	The company’s ESG score, evaluating the company’s overall performance in environmental, social, and governance aspects.
	Bloomberg

	ESG_Scl
	The company’s ESG social score, focusing on assessing the company’s performance in social responsibilities, including employee relations and community involvement.
	Bloomberg

	ESG_Gov
	The company’s governance pillar score, assessing the company’s performance in governance structure, policy formulation, and execution.
	Bloomberg

	EAP
	The annual count of Weibo hot searching topics regarding the company’s ESG, measuring the overall ESG-related attention pressure.
	Manual

	EAP_Scl
	The annual count of Weibo hot searching topics regarding the company’s social issues, measuring the social-related attention pressure.
	Manual

	EAP_Gov
	The annual count of Weibo hot searching topics regarding the company’s governance issues, measuring the governance-related attention pressure.
	Manual

	InstQual
	A binary variable assigned a value of 1 when the company listed in the United States or Hong Kong (indicating higher institutional quality), and 0 when listed listed in mainland China as 0 (indicating lower institutional quality).
	Manual

	FirmSize
	The logarithm of the company’s total assets, quantifying the company’s market size and economic impact. To ensure data comparability and to convert figures into U.S. dollars, we use the exchange rate at the end of each year.
	Compustat Global

	FirmAge
	The number of years since the company has been listed, 
measuring the company’s maturity and market experience.
	Compustat Global

	ROE
	The company’s return on equity, reflecting the efficiency of 
using shareholder capital, measuring profitability and 
financial health.
	Compustat Global

	CapInten
	The capital intensity, calculated by dividing the total value of capital assets by total labor expenses, quantifies the degree to which a firm relies on capital.
	Compustat Global

	Leverage
	The company’s debt-to-asset ratio, measuring the degree of 
financial leverage and reflecting the company’s dependency 
on debt and financial stability.
	Compustat Global

	GovStru
	The percentage of independent directors, measuring the board’s 
independence and reflecting the transparency and impartiality of corporate decision-making processes.
	Wind

	OwneStru
	Internal ownership, calculated by the percentage of equity held by the company’s insiders such as executives, directors, and employees, quantifies the alignment of the company’s leadership with its long-term development.
	Wind

	TobinQ
	The ratio of the company’s market value to its asset replacement cost, assessing the company’s investment attractiveness and market valuation.
	Compustat Global
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