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Abstract

In recent years, the ESG (Environmental, Social, and Governance) concept has
become an important benchmark for measuring sustainable development. Compared
to corporate-level ESG assessments, government-level ESG evaluation remains in an
exploratory stage. To evaluate the comprehensive performance of local governments
in China in the areas of environment, society, and governance, the “Research Report
on the ESG Rating Indicator System for Local Governments in China (2025)” has
established an ESG rating indicator system for local governments and assessed 99
cities and 31 provincial-level administrative regions in China from 2019 to 2023. This
initiative aims to promote sustainable transformation and high-quality development at
the local level, providing references for market entities and policy formulation.

This report constructs a comprehensive indicator system based on three
dimensions: Environment (E), Society (S), and Governance (G). For municipal-level
governments, the system comprises 9 first-level indicators, 17 second-level indicators,
and 32 third-level indicators; for provincial-level governments, it comprises 10
first-level indicators, 31 second-level indicators, and 60 third-level indicators. The
data used were sourced from authoritative statistical yearbooks, annual government
information disclosure reports, and evaluation reports from research institutions. After
handling missing values, truncation, extreme value standardization, and calibration
using the dual-benchmark progressive method, quantitative ratings were assigned
using equal-weighted averaging.

Municipal-level rating results: From 2019 to 2023, the overall ESG performance
of municipal governments showed steady improvement, with significant regional
disparities. The number of cities rated A or above increased from 54 (54.5%) to 59
(59.6%), while the number of cities rated BBB or below decreased. The most
significant improvement has been observed in the environmental dimension, with the
number of AAA-rated provinces increasing from 4 to 20; the social dimension has
shown steady progress, with only 21 provinces (21.2%) rated BBB or below in 2023;
the governance dimension has experienced fluctuations, with the number of A-rated or

higher provinces decreasing from 26 to 25, representing the key bottleneck hindering
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overall performance improvement. Regionally, the eastern region leads, the central
region is catching up, while the western region lags relatively behind. The eastern
region exhibits prominent agglomeration advantages for high-rated provinces,
whereas the central and western regions have undergone structural optimization but
still possess room for improvement in governance capacity, social security, and fiscal
independence.

Provincial-level rating results: Regarding provincial ratings from 2019 to 2023,
overall provincial ESG performance improved alongside regional divergence, with the
rating distribution shifting from low-to-mid tiers toward mid-to-high tiers. The
number of provinces rated A or above rose from 12 to 14, while those rated below
BBB decreased from 19 to 17. In the environmental dimension, the most notable
improvement occurred, with AAA-rated provinces increasing from 4 to 5 and
BBB-rated provinces decreasing from 5 to 2; the social dimension remained highly
stable, with the number of A-rated or higher provinces consistently remaining at 26;
the governance dimension showed fluctuating improvements, with the number of
A-rated or higher provinces increasing from 9 to 10, though most provinces remained
concentrated at the BBB level. Regionally, the eastern region continues to lead, with 8
provinces rated A or above in 2023; the central region has improved rapidly, with
A-rated provinces increasing from 3 to 5; the western region has seen a contraction in
lower-rated provinces but still lacks high-rated ones, with only 2 provinces rated A
and 10 provinces rated below BBB in 2023. Overall, the trend is characterized by the
eastern region leading, the central region improving, and the western region lagging
relatively behind, indicating that coordinated ESG development at the provincial level
still requires further strengthening.

Given that China's ESG development currently benefits from opportunities such
as policy support, local practices, and technological innovation, it also faces multiple
challenges, including inconsistent rating standards, inadequate information disclosure
mechanisms, shortcomings in governance dimensions, insufficient social recognition,
significant regional disparities, and a shortage of specialized talent. Accordingly, this
report recommends adopting top-level design and region-specific policy measures as

guiding principles, establishing unified disclosure mechanisms and data infrastructure
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as foundational support, focusing on addressing social dimension gaps and enhancing
governance effectiveness as key priorities, and leveraging green and low-carbon city
development alongside ESG investment guidance as driving forces, thereby
systematically advancing balanced and high-quality ESG development across China's

local jurisdictions.
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[41'U.S. Securities and Exchange Commission. The Enhancement and Standardization of Climate-Related
Disclosures for Investors| EB/OL]. (2024-03-06)[2025-10-10]. https:/www.sec.gov.

151 Sustainability Standards Board of Japan. Sustainability Disclosure Standards[EB/OLY]. (2025-03)[2025-10-10].
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(2025)[2025-10-10]. https://www.gov.uk.
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