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Abstract. With the global emphasis on environmental protection and sustainable
development, the environmental, social and corporate governance (ESG) stand-
ards have gradually become an important reference for business operations and
investment decisions. This paper aims to explore the synergistic effect between
environmental economic policies and ESG standards, and through the theoretical
analysis and empirical research, to reveal the promoting effect of environmental
economic policies on the implementation of ESG standards and the impact of the
two synergy on the sustainable development of enterprises. This paper uses lit-
erature review, case analysis and other methods, combined with the domestic and
foreign development practice of environmental economic policies and ESG
standards.
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1 Introduction

In the context of global climate change and increasing pressure on resources and the
environment, environmental and economic policies have become an important means
to promote green and low-carbon development. As an important yardstick to measure
the non-financial performance of enterprises, ESG standards core concepts are highly
compatible with corporate social responsibility and sustainable development goals.
Therefore, it is of great significance to study the synergistic effect of environmental and
economic policies and ESG standards for promoting the green transformation of en-
terprises and promoting the sustainable economic and social development.

In recent years, governments around the world have introduced a series of envi-
ronmental and economic policies aimed at reducing greenhouse gas emissions, pro-
moting energy efficiency, and fostering sustainable business practices. These policies,
coupled with the growing emphasis on ESG (Environmental, Social, and Governance)
standards, have created a unique opportunity for enterprises to align their operations
with global sustainability goals.

ESG standards, which encompass a broad range of indicators related to environ-
mental management, social responsibility, and corporate governance, have emerged as
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a critical tool for assessing the non-financial performance of companies. By integrating
ESG considerations into their strategies and operations, enterprises can not only miti-
gate environmental risks but also enhance their reputation, attract responsible investors,
and unlock new business opportunities.

The synergistic effect of environmental and economic policies and ESG standards is
particularly evident in promoting green transformation among enterprises. On one
hand, policies such as carbon pricing, green taxation, and subsidies for renewable
energy incentivize companies to adopt cleaner technologies and reduce their envi-
ronmental footprint. On the other hand, ESG standards provide a framework for en-
terprises to measure, report, and continuously improve their sustainability perfor-
mance, thereby facilitating the implementation of these policies.

Moreover, the integration of ESG standards with corporate strategies can lead to the
development of innovative business models and products that contribute to both en-
vironmental and economic sustainability. For instance, companies that prioritize re-
source efficiency and circular economy principles in their operations can reduce waste,
lower costs, and create new revenue streams from the sale of recycled materials or
services that support sustainable lifestyles.

In conclusion, the synergy between environmental and economic policies and ESG
standards holds great potential for promoting the green transformation of enterprises
and fostering sustainable economic and social development. As such, policymakers,
businesses, and other stakeholders should work together to strengthen this connection
and harness its full potential.

2 Overview of the Environmental and Economic Policy and
ESG Standards

2.1 Environmental and Economic Policies

Environmental economic policy refers to the governments use of economic means and
market mechanism to regulate and influence the economic behaviors of market subjects
by means of price, tax, subsidy and transaction, so as to achieve the purpose of envi-
ronmental protection and sustainable development. Environmental and economic
policies include carbon emission rights trading, green taxes, environmental protection
subsidies and other forms, aiming to guide enterprises to reduce pollution emissions
and improve the efficiency of resource utilization through economic incentive and
restraint mechanisms [,

These policies are designed to balance economic growth with environmental con-
servation, ensuring that development does not come at the cost of irreparable damage to
the natural world. By leveraging market forces, such as pricing mechanisms and fiscal
incentives, governments can encourage environmentally responsible behavior among
businesses and individuals. For instance, carbon emission rights trading systems allow
companies to buy and sell permits for emitting a certain amount of greenhouse gases,
thereby creating a financial incentive for reducing emissions. Similarly, green taxes on
products or activities that harm the environment can discourage their use and promote
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more sustainable alternatives. On the other hand, environmental protection subsidies
can provide financial support to businesses and projects that contribute to environ-
mental conservation, further incentivizing eco-friendly practices.

2.2 The ESG Standard

ESG standard is an indicator system that comprehensively evaluates the performance of
enterprise environment, society and governance. It aims to guide enterprises to pay
attention to non-financial performance and achieve sustainable development. ESG
standards include three dimensions: environment (E), society (S) and corporate gov-
ernance (G), which respectively evaluate the performance of enterprises in environ-
mental protection, social responsibility and corporate governance. The implementation
of ESG standards will help improve the corporate social image, enhance investor
confidence and reduce operational risks 2!,

As an increasingly important aspect of corporate management, the ESG standard is
widely recognized by stakeholders such as investors, customers, employees, and gov-
ernments. By integrating ESG factors into decision-making processes, companies can
demonstrate their commitment to sustainable development and align their business
strategies with global trends.

The environment (E) dimension of the ESG standard focuses on how companies
manage their environmental impacts and promote ecological conservation. This in-
cludes reducing greenhouse gas emissions, conserving natural resources, and managing
waste effectively. Companies with strong environmental performance tend to attract
investors who prioritize sustainability and can benefit from reduced regulatory risks
and operational costs associated with environmental issues.

The society (S) dimension evaluates companies' social responsibility practices, in-
cluding employee welfare, human rights, community engagement, and product safety.
Companies that prioritize social responsibility can enhance their reputation and brand
image, leading to increased customer loyalty and market share. Furthermore, respon-
sible business practices can contribute to social stability and economic development,
which benefits all stakeholders.

Finally, the corporate governance (G) dimension assesses companies' internal
management structures and processes. This includes transparency, accountability, and
the protection of sharcholders' rights. Strong corporate governance practices help
ensure that companies are run efficiently and effectively, with the interests of all
stakeholders in mind. Companies with good governance structures are more likely to
make sound decisions, which can lead to long-term success and sustainable growth.

In conclusion, the ESG standard provides a comprehensive framework for evaluat-
ing the performance of enterprises in environmental, social, and governance dimen-
sions. By implementing ESG standards, companies can demonstrate their commitment
to sustainable development, improve their social image, enhance investor confidence,
and reduce operational risks.
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3 Analysis of the Synergistic Effects of Environmental and
Economic Policies and ESG Criteria

3.1 Policy Incentives and the Implementation of ESG Standards

Environmental and economic policy encourages enterprises to pay attention to envi-
ronmental performance and social responsibility through economic incentive and
restraint mechanism. The implementation of carbon emission trading and green taxa-
tion policies has increased the cost of pollution emissions for enterprises, encouraged
enterprises to take energy conservation and emission reduction measures, and im-
proved the efficiency of resource utilization. At the same time, environmental protec-
tion subsidies and other incentive policies encourage enterprises to increase investment
in environmental protection and improve the level of environmental governance. The
implementation of these policies provides a good external environment for the im-
plementation of ESG standards, and encourages enterprises to pay more attention to the
improvement of ESG performance B!,

In addition, the promotion of ESG standards by regulatory bodies and industry as-
sociations further enhances the awareness and commitment of enterprises towards
sustainable development. Companies that adhere to ESG principles are often viewed
favorably by investors, customers, and stakeholders, leading to increased trust and
reputation. This positive feedback loop drives more enterprises to integrate ESG into
their strategic planning and operational practices. Moreover, the transparency and
accountability required by ESG standards promote a culture of continuous improve-
ment within organizations, encouraging them to identify areas for enhancement and
strive for better performance across environmental, social, and governance dimensions.

3.2 The Feedback Effect of ESG Standards on Environmental and Economic
Policies

The implementation of ESG standards helps to improve the environmental perfor-
mance and social responsibility level of enterprises, thus enhancing the ability of en-
terprises to deal with environmental risks. The excellent performance of enterprises in
ESG can attract more investors and consumers who pay more attention to sustainable
development, and enhance their market competitiveness and social reputation. This
positive feedback effect further promotes the implementation effect of environmental
and economic policies, and forms a benign interaction between policies and standards
[4]

Moreover, ESG standards serve as a catalyst for the refinement and innovation of
environmental and economic policies. As enterprises adhere to and exceed these
standards, policymakers gain valuable insights into best practices and potential areas of
improvement. Consequently, policies are revised and updated to better align with the
evolving needs and aspirations of society, fostering a continuous cycle of improvement.
Additionally, the transparency and accountability encouraged by ESG standards
strengthen the credibility of both enterprises and policy frameworks, fostering trust
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among stakeholders and facilitating cooperation towards common sustainable devel-
opment goals.

3.3  Case Analysis of Synergistic Effect

Take Huawei as an example, Huawei continues to invest in the research and devel-
opment of ICT technology and 5G technology to strengthen the energy saving and
emission reduction performance of products. At the same time, Huawei has established
the CSD committee, formulated the "Stakeholder Participation Process", focused on
the needs of employees, customers, suppliers and other stakeholders, and built a cor-
porate culture with environmental protection as the core. These initiatives not only
enhance Huaweis performance in ESG, but also enhance its ability to cope with envi-
ronmental risks. Huawei The practice shows that the synergistic effect of environ-
mental and economic policies and ESG standards can significantly improve the sus-
tainable development ability of enterprises.

Moreover, Huawei's dedication to incorporating environmental considerations into
its business strategy has set an example for other companies. By integrating ESG
standards into its day-to-day operations, Huawei demonstrates the feasibility of bal-
ancing economic growth with environmental responsibility. This synergy not only
leads to tangible improvements in environmental metrics, such as reduced carbon
emissions and increased energy efficiency, but also fosters a culture of sustainability
that permeates throughout the organization and its value chain.

Furthermore, Huawei's focus on stakeholder engagement underscores the im-
portance of collaboration and inclusivity in driving sustainable development. By in-
volving employees, customers, suppliers, and other key stakeholders in its deci-
sion-making processes, Huawei ensures that its sustainability efforts are grounded in a
comprehensive understanding of diverse perspectives and needs. This approach en-
hances transparency and accountability, further bolstering Huawei's reputation as a
responsible and forward-thinking corporate citizen.

Ultimately, Huawei's case analysis underscores the potential of environmental and
economic policies, when combined with ESG standards, to drive meaningful and
lasting change in the corporate sector. By embracing sustainability as a core value and
actively seeking out opportunities for collaboration and innovation, companies like
Huawei can pave the way for a more sustainable and resilient future.

4 Policy Proposal

4.1 Improve the Environmental and Economic Policy System

The government should further improve the environmental and economic policy sys-
tem, increase the intensity of policy innovation efforts, comprehensively use a variety
of policy tools, and form an effective incentive and restraint mechanism. At the same
time, we should strengthen the evaluation and monitoring of the effect of the policy
implementation, and timely adjust and optimize the policy measures to ensure the
realization of the policy objectives B,
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To refine the policy system, the focus should be on several key areas. Firstly, en-
hancing the coordination between environmental and economic policies is essential.
This requires a holistic approach that recognizes the interdependence between the two
domains, ensuring that policies aimed at economic growth do not inadvertently harm
the environment, and vice versa. By integrating environmental considerations into
economic decision-making, we can foster sustainable development practices that bal-
ance the needs of both the present and future generations.

Furthermore, promoting innovation in policy design is paramount. This involves
exploring and adopting novel policy tools and instruments that can effectively address
complex environmental and economic challenges. For instance, implementing mar-
ket-based mechanisms such as emissions trading systems, eco-taxes, and subsidies for
green technologies can provide incentives for businesses and individuals to adopt
environmentally friendly practices while also stimulating economic growth.

Lastly, strengthening the evaluation and monitoring of policy implementation is
crucial. Regular assessments of the impact of policies on both the environment and the
economy can help identify areas for improvement and inform future policy adjust-
ments. By continuously refining and optimizing policy measures based on empirical
evidence, we can ensure that policies remain effective and relevant in the face of
changing circumstances.

In conclusion, improving the environmental and economic policy system necessi-
tates a comprehensive approach that encompasses policy coordination, innovation, and
rigorous evaluation. By embracing these strategies, we can foster sustainable devel-
opment practices that protect our planet while also supporting economic growth.

4.2  Promoting the Construction of the ESG Standard System

We should accelerate the construction of ESG standard system, and formulate and
improve the ESG standard and evaluation index system in line with Chinas national
conditions. At the same time, the publicity and promotion of ESG standards should be
strengthened to improve the awareness and attention of ESG standards by enterprises
and investors [°],

4.3  Strengthen the Coordination between Policies and Standards

In today's rapidly developing economic environment, the coordination between poli-
cies and standards is particularly important, especially in the areas of environmental
protection and social responsibility. This paper aims to explore how the government
can strengthen the coordination between environmental and economic policies and
ESG (environmental, social and governance) standards, so as to build a benign inter-
action between policy and standards, and jointly promote the realization of sustainable
development goals!”.

First, the connotation and importance of the ESG standard need to be clarified. As an
important measure of non-financial performance, ESG standards cover three dimen-
sions of environmental protection, social responsibility and corporate governance.
These criteria not only reflect the environmental and social impact of enterprises in
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their economic operations, but also are key indicators of their long-term value and
social responsibility. Therefore, integrating ESG standards into the formulation and
implementation of environmental and economic policies is the only way to ensure the
realization of policy goals and promote the popularization of ESG standards®!.

The government can take various measures to strengthen the coordination of policies
and standards. On the one hand, the government should fully consider the requirements
of ESG standards in the process of formulating environmental and economic policies
and incorporate them into the policy framework. For example, when formulating en-
ergy conservation and emission reduction policies, clear ESG standards can be set as
the threshold for enterprises to meet the standards, so as to guide enterprises to increase
investment in environmental protection and improve the efficiency of resource utili-
zation. At the same time, the government can also encourage enterprises to actively
implement ESG standards through tax incentives, subsidies and other economic in-
centives to improve environmental performance and social responsibility level.

On the other hand, the government should also strengthen the guidance and super-
vision of the implementation of ESG standards for enterprises. Through the estab-
lishment of a sound ESG information disclosure system and evaluation system, the
government can timely understand the ESG performance of the enterprises, commend
and reward the enterprises with outstanding performance, and supervise and rectify the
enterprises with poor performance. In addition, the government can also cooperate with
industry associations and third-party certification bodies to jointly promote the for-
mulation, implementation and supervision of ESG standards, so as to form a good
atmosphere for the participation of the whole society™!.

In concrete practice, many countries and regions have made remarkable achieve-
ments in strengthening the coordination of policies and standards. For example, the EU
has guided enterprises to develop strict carbon emission trading systems and envi-
ronmental regulations to actively implement ESG standards, promoting the develop-
ment of a green and low-carbon economy. At the same time, some multinational en-
terprises have also actively responded to the requirements of ESG standards, strengthen
environmental management and social responsibility fulfillment, and enhance the
brand image and market competitiveness.

5 Conclusion

The synergistic effect between environmental and economic policies and ESG stand-
ards is an important force to promote the green transformation and sustainable devel-
opment of enterprises. By improving the environmental and economic policy system,
promoting the construction of ESG standard system, and strengthening the coordina-
tion between policies and standards, the sustainable development ability of enterprises
can be further enhanced, and the coordinated development of economic society and
environment can be promoted. In the future, with the increasing global emphasis on
environmental protection and sustainable development, the synergistic effect of envi-
ronmental and economic policies and ESG standards will play a more important role.
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