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Abstract

In recent years, the ESG (Environmental, Social, and Governance) concept has
rapidly gained traction globally, becoming an important benchmark for assessing the
sustainable development of countries, regions, cities, and enterprises. In contrast to
ESG evaluations at the corporate level, ESG evaluations at the governmental level
remain in an exploratory phase. To systematically assess the overall performance of
local governments in China in areas of environmental governance, social development,
and public governance, the “Research Report on ESG Rating Indicators for Local
Governments in China (2024)” has established an ESG rating indicator system targeting
local governments. The report conducted systematic evaluations of 99 cities and 31
provincial-level administrative regions in China from 2018 to 2022, aiming to leverage
ESG tools to promote local sustainable development and provide a reference for
government scientific decision-making and policy formulation. This report constructs
a comprehensive indicator system based on three dimensions: Environment (E), Social
(S), and Governance (G).

The municipal-level indicator system comprises 9 first-level indicators, 17 second-
level indicators, and 32 third-level indicators; the provincial-level indicator system
comprises 10 first-level indicators, 31 second-level indicators, and 60 third-level
indicators. The research data were sourced from authoritative statistical yearbooks,
publicly available government annual reports, and evaluation reports from research
institutions. After addressing missing values, applying truncation treatment, performing
extreme value standardization, and calibrating using the dual-benchmark progressive
method, quantitative ratings were derived using equal-weight averaging.

Municipal-level rating results: From 2018 to 2022, the overall ESG performance
of municipal-level governments in China showed steady improvement, albeit with
significant regional disparities. The number of cities rated A or above increased from
54 to 58, with their share rising from approximately 54.5% to approximately 58.6%;
among them, the number of AAA-rated cities grew from 4 to 6, the number of AA-rated
cities increased from 15 to 18, while the numbers of BBB-rated, BB-rated, and B-rated

cities all declined. However, the number of AAA-and AA-rated cities remains limited,
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and there is still a shortage of cities achieving high-level balanced development.
Regionally, the pattern is characterized by “the eastern region leading, the central region
catching up, and the western region improving but remaining relatively lagging”. The
eastern region exhibits prominent agglomeration advantages for high-rated cities, while
the central and western regions have optimized their rating structures but still have room
for improvement in areas such as environmental governance, social security, and fiscal
independence.

Provincial-level rating results: From 2018 to 2022, China's provincial ESG
performance showed both overall improvement and regional divergence, with the rating
structure shifting from low-to-mid levels to mid-to-high levels. The number of
provinces rated A or above rose from 11 to 15, while the number of provinces rated
BBB or below fell from 20 to 16, with insufficient breakthroughs at the top tier. By
dimension, the environmental dimension showed the most significant improvement, the
social dimension remained highly stable, and the governance dimension saw limited
progress. Regionally, the eastern region continued to lead, with 4 AA-rated, 5 A-rated,
and 4 BBB-rated cities in 2022, demonstrating strong agglomeration advantages for
high-rated cities; the central region improved relatively quickly, with the number of A-
rated cities increasing from 2 to 4, BBB-rated cities decreasing from 4 to 2, and BB-
rated cities dropping to 0; the western region experienced a contraction in lower-rated
cities but still lacked high-rated cities, with 2 A-rated, 6 BBB-rated, and 4 BB-rated
cities in 2022. Overall, the pattern is “the eastern region leading, the central region
improving, and the western region relatively lagging”, indicating that coordinated
provincial-level ESG development still requires further strengthening.

Given the “three imbalances” in terms of dimensions, regions, and levels, China's
ESG development has benefited from policy support, local practices, and technological
innovation, while also being affected by the multidimensional disruptions caused by
the COVID-19 pandemic from 2018 to 2022: in the environmental dimension, some
indicators saw short-term passive improvements, but pressure on medical solid waste
disposal increased, and environmental protection investments in certain regions faced
fiscal constraints; in the social dimension, China faced challenges related to public

health, employment, and livelihood security, relying on transfer payments and safety-
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net policies to prevent widespread declines in ratings, though disparities in regional
public service resilience became apparent; in the governance dimension, China faced
increased pandemic-related expenditures and declining fiscal revenues, with municipal-
level governments experiencing significantly greater impacts than provincial-level ones.
China still faces challenges such as inconsistent rating standards, inadequate
information disclosure mechanisms, shortcomings in the governance dimension,
relatively low average ratings in the social dimension, pronounced regional disparities,
insufficient public emergency resilience, and a shortage of specialized talent. The report
recommends: strengthening the top-level design of ESG frameworks and improving the
systems for information disclosure and evaluation standards; enhancing performance in
the social and governance dimensions while addressing gaps in public emergency
preparedness and risk resilience; promoting the development of green, low-carbon, and
environmentally friendly cities, along with strengthening ESG investment guidance;
and fostering standardized, high-quality development of ESG systems through talent

cultivation and capacity building initiatives.
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B R F AR RF 4 K WU PE (Institute for Sustainable Development
Goals, Tsinghua University, i f&#5N THUSDG, AHCHEFRA “IE % SDG W5
Bt” ) ALY 2017 4E 5 H 14 H, ZIFERFMHEBOLIERRBHTINL, KITIE
R ASLE LG, FFIAHHRRE RIT R BCFIE R TR (B8 TR ATT
JR R TEGE R K HFr (SDGs) HEARMELL BURPAT A BAR H AR
2SR XA AR 3k 5 e A SCHLA J [E bR [F]47 72 SDGs &g () 425
LS HE; iRt A& E AT SDGs A RAMBUR ¥ > % 18N SDGs
B 5 Ae B A [ o 2 R ) g AN S ) g ) A FEAT LA o TRIINE, A Be i
W0 I A R PR 2R R G I G TR A, St LMt 5 AR S AL T E R R
WERIE , AE PRt B IR % SDGs SIS A NA . IEAh, BFFEREIE
W5 b EAG RBUNHU T R VTG E, 3571 B SDGs #F 7t i rh i 252 i
JIW) e e . https://thusdg.tsinghua.edu.cn/
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