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Abstract: In this study, regarding listed companies of high-pollution industries in China’s A share
as the research object and media coverage as the moderator variable, corporate governance data
from 2015 to 2019 were selected. Studied the impact of corporate governance and media coverage
on corporate environmental protection investment. Corporate governance was divided into four
dimensions: shareholding structure, characteristics of the independent directors, characteristics of the
board of supervisors, and management characteristics. A multiple regression model and monitoring
model were constructed to study the influencing factors of the environmental protection investment
behavior of enterprises, and the relationship between relevant variables was empirically tested. The
results show the following: (1) The equity structure is expressed by the degree of separation of cash
flow rights and shareholders’ control rights. There is a significant negative correlation between
shareholding structure and enterprise environmental protection investment. The characteristics of the
board of supervisors and management are measured by executive compensation. The characteristics
of the board of supervisors have a significant positive impact on an enterprise’s environmental
protection investment. Management characteristics have a significant positive impact on enterprise
environmental protection investment. (2) Media coverage as a moderator variable is measured
by the data reported by important Chinese newspapers. In the robustness test, media coverage is
measured by the number of Chinese financial newspaper reports and the number of online media
reports. Media coverage positively regulates the relationships among the ownership structure, the
characteristics of the board of supervisors, management characteristics, and enterprise environmental
protection investment. (3) Positive media reports have a more significant moderating effect than
negative media reports.

Keywords: corporate governance; media coverage; environmental protection investment;
high-pollution industry

1. Introduction

In May 2018, President Xi Jinping stressed at the National Conference on ecological
environment protection that “green development is an inevitable requirement for building
a high-quality modern economic system and a fundamental policy for solving pollution
problems.” During the construction of China’s ecological civilization, the investment in
environmental pollution control in various regions and industries has increased annually.
Enterprises are also aware of the importance of the environment, so they are continuing to
strengthen environmental protection measures in production and operation to contribute to
the realization of a “Beautiful China.” Nowadays, the environmental protection carried out
by high-pollution industries has become the focus of both the government and enterprises.

Profit-making enterprises usually lack enthusiasm and initiative in environmental
protection because of the large required investment with few economic benefits [1]. If an
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enterprise blindly reduces the expenditure on environmental protection, it may violate the
laws and regulations of environmental protection. However, increasing the investment in
environmental protection may affect the profits of enterprises, resulting in greater envi-
ronmental and social benefits than economic benefits [2]. Such a scenario may cause an
inability to effectively control the environmental governance of enterprises. Therefore, we
need to first guide and encourage investments in enterprise environmental protection with
the help of exogenous forces, such as government environmental regulation policies [3].
Most of the existing environmental studies focus on exogenous factors, including envi-
ronmental regulation and marketization processes [4–11]. However, enterprises should
consider internal governance models after external factors have taken effect.

Regarding corporate governance, existing studies mainly focus on the impact of cor-
porate governance on environmental information disclosure, such as the nature of property
rights, independent directors [12,13], enterprise scale, enterprise profitability [14], and
board size [15], but the impact of corporate governance on environmental protection in-
vestment is rarely mentioned. In environmental governance, enterprises must constantly
invest funds (for example purchasing environmental protection and energy-saving equip-
ment and developing advanced clean technology [16]), which ultimately depends on the
company’s business orientation and decision-making process. Corporate governance is an
institutional arrangement to define the relationship between the main stakeholders in the
enterprise, which can effectively address the concerns of all parties caused by any agency
problem, allowing enterprise decisions to be made scientifically. Therefore, the behavior
of enterprise environmental protection investment results from game negotiations among
stakeholders from across the whole corporate governance [17]. In addition, in the context
of global commitment to carbon emission reduction, environmental governance in highly
polluting industries can reduce environmental pollution as much as possible [18], which is
also a useful way to achieve China’s carbon peak and carbon neutrality targets [19]. Hence,
this paper focuses on the impact of corporate governance on environmental protection
investment decisions of highly-polluting enterprises.

On the other hand, under the influence of external factors, the media coverage of
enterprise environmental pollution and governance has also increased significantly [20].
Carroll and McCombs [21] pointed out that the number and attitude of media reports on
enterprises are positively related to the public’s interest in and evaluation of enterprises.
The media is vital to the public understanding and evaluation of an enterprise. At the
same time, stakeholders obtain enterprise information mainly through the news [22,23].
Therefore, the media is a key to information dissemination, providing information for
enterprise investors and creditors. Simultaneously, the media aids the governance and
supervision of assignments. Events exposed by the media have aroused the attention of
enterprise stakeholders to varying degrees. At the same time, media supervision puts
pressure on enterprises’ environmental protection behavior [24]. Therefore, considering the
role of media coverage and corporate governance, it is pertinent to explore the regulatory
role of corporate environmental governance.

This paper’s main contributions cover three aspects: (1) Research on corporate gover-
nance and environmental protection, focusing on corporate governance, environmental
regulation, and information disclosure. This paper divides corporate governance into four
aspects—shareholding structure, characteristics of the independent directors, character-
istics of the board of supervisors, and characteristics of the management—and analyzes
the impact of corporate governance on the environmental protection investment of enter-
prises. The results further provide certain suggestions for the decision-making processes
of enterprises in four aspects. (2) The existing research on media coverage mainly focuses
on corporate quality and social responsibility, and few scholars have studied the impact
of media coverage on environmental protection investment. From the media coverage
aspect, this study analyzes the effect of regulation on the relationship between corporate
governance and environmental protection investment, providing feasible suggestions to
improve the effectiveness of media supervision and environmental governance. (3) In the
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past, the measurement of media supervision has mainly focused on the total number of
reports. However, the media’s attention produces positive governance effects [20] amidst
adverse (pressure) effects [25]. By collecting the total number of environmental reports,
including both paper media coverage and online media coverage, this study distinguishes
the number of positive and negative reports on the environment. The role of media super-
vision and governance is investigated in detail, while the research findings of enterprise
environmental protection investment at different levels are enriched.

2. Literature Review and Hypotheses Development
2.1. Corporate Governance and Environmental Protection Investment

From the management perspective, corporate governance originates from the separa-
tion of ownership and management. Its essence is to solve the agency problem caused by
the separation of ownership and control [26]. The purpose of corporate governance is to
reduce agency costs and maximize enterprise value. Therefore, corporate governance is the
core issue of the modern enterprise system. However, with the continuous deterioration of
the ecological environment, enterprises should bear social responsibility and invest more
in environmental protection to perform the duties of agents and obtain agency costs.

On the other hand, the agent must also control the enterprise’s operating costs to en-
sure economic benefits. Therefore, how to carry out environmental protection and control
the amount of environmental protection investment, curb environmental problems, and
maximize the enterprise’s value are some of the goals of corporate governance. Research
has shown that corporate governance affects the environmental protection investment of
enterprises. For example, Yang et al. [27] explained the influence factors of enterprise envi-
ronmental protection investment from three aspects of corporate governance: shareholding
structure, characteristics of the board of directors, and characteristics of senior executives.
Jiang and Xu [28] showed that the size of the board of directors, the proportion of indepen-
dent directors, and the environmental protection investment of enterprises have a positive
correlation, and the shareholding ratio of the largest shareholder and the management had
a negative correlation with the environmental protection investment of enterprises. Ren [17]
concluded that the environmental protection investment behavior of enterprises is the re-
sult of negotiation among the stakeholders involved in corporate governance, in which the
internal governance mechanisms (such as the company’s ownership structure, the nature
of property rights, the characteristics of the board of directors, and the characteristics of
senior executives) directly impact the environmental protection investment behavior of
enterprises. Some scholars also discussed the impact of environmental protection invest-
ment on enterprises from certain perspectives related to corporate governance, such as the
academic experience of senior executives [29] and managers’ self-confidence [30] etc.

2.1.1. Shareholding Structure and Environmental Protection Investment

As the basis of the corporate governance structure, shareholding structure determines
the difference between enterprise investment ability and investment willingness and ulti-
mately determines an enterprise’s decision-making behavior and performance. Different
corporate governance structures would also affect enterprises’ environmental investment
level and behavior [31]. During economic transformation, the actual control of most listed
companies in China is usually held by one or a few major shareholders [32]. Additionally,
the major shareholders often pursue economic interests. According to the agency theory,
the controlling shareholders would take advantage of their dominant position to obtain
the private interests of control at the expense of the interests of minority shareholders [33].
Therefore, the controlling shareholders would use their control of the company to maximize
their income rather than the company’s overall value. The controlling shareholders tend
to have short-term interests, making decisions to avoid risks and abandon environmental
protection investment decisions with long-term benefits.

At the same time, according to the principal-agent theory, the first kind of agency
problem based on a decentralized ownership structure has been transformed into a second
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kind with the separation of control rights and cash flow rights. The contradiction of this
kind of agency problem depends on the degree of separation of the two rights. When the
second kind of agency problem arises, the controlling shareholders can use the smaller cash
flow appropriately to obtain more significant control rights and manipulate the company’s
business decisions [34]. Li and Ji [35] believed that the greater the degree of separation
between control rights and cash flow rights, the lower the own costs paid by controlling
shareholders to encroach on the same benefits. They are willing to make radical decisions
to achieve high returns from high risks, resulting in difficulties in sustainable growth and
declining performance. The greater the separation, the more prominent the contradiction
of the agency problem, the higher the agency cost that the company needs to pay, and
the lower the enterprise value, indicating the disadvantages of corporate governance.
Claessen et al. [36] also proposed that when the separation of control rights and cash
flow rights led to controlling shareholders using smaller cash flow rights to control the
company’s operations, hollowing out the company, reducing the company’s value, and
impeding corporate environmental governance. Lins [37] also confirmed that there is a
negative correlation between company value and the separation of control rights and cash
flow rights. Xue and Liu [38] considered the greater the degree of separation between
control rights and cash flow rights, the lower the willingness of major shareholders to bear
the risks and the more reluctant they are to invest in technological innovation and other
projects. Additionally, more “collusions” between major shareholders and the management
in terms of non-economic project investment occur [39].

Based on this analysis, companies aim to make profits, and they tend to invest their
funds in economic projects rather than environmental projects. When the greater the separa-
tion between the control rights and cash flow rights of a company, it will lead to a decrease
in the value of the company. In order to ensure the interests of shareholders, the actual
controlling shareholders take an indifferent attitude towards corporate environmental
protection. So, this paper proposes hypothesis 1 (H1) when other conditions are certain:

H1. Under the same conditions, the degree of separation between control rights and cash flow rights
is negatively related to corporate environmental protection investment.

2.1.2. Independent Directors’ Characteristics and Environmental Protection Investment

In a corporate governance system, as the representatives elected by shareholders, the
board of directors supervises and motivates the management on behalf of shareholders.
The board also approves major decisions related to the enterprises [40]. The purpose of the
board of directors is to reduce the information asymmetry between shareholders and man-
agers (i.e., the principal agents) to realize the scientificity of the company’s decision-making
process and safeguard the interests of all parties [17]. According to the requirements of
the China Securities Regulatory Commission, independent directors must be established
among the members of the board of directors. Independent directors are mostly experts
outside the enterprise with no interest in or relationship with the company. They represent
more of the interests of the majority of small and medium-sized shareholders. Their inde-
pendence can reduce the degree of enterprise information asymmetry, effectively alleviate
agency conflict, and allow a more objective evaluation of the decision-making behavior
of the enterprise, thereby affecting the scale of environmental protection investment of
the enterprise [41]. Previous research has shown that independent directors affect envi-
ronmental investment by encouraging and constraining directors and supervising and
balancing the board of directors. Forker [42] pointed out that independent directors can
supervise the environmental decision-making process of the company’s managers. The
larger the proportion, the more effective the role of monitoring in supervising the enterprise
to make more effective, environmentally driven decisions. Beasley [43] believed that the
higher the proportion of independent directors, the greater their independence, supervision,
and influence on enterprise decision-making. Therefore, the more effective they are, the
better able they are to prevent major shareholders and management from making decisions
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inconducive to the enterprise development. Thus, they are crucial in further improving
the decision-making process and implementation of environmental governance. Xie and
Wang [44] have studied that the higher the proportion of independent directors, the richer
and more detailed the information related to environmental investment issues proposed
by independent directors will be prepared, and the greater the likelihood of discussion
and adoption at the board meeting, thereby ensuring that the final implementation of
environmental investment strategies has higher authority and stronger guidance.

Based on this analysis, independent directors can supervise the performance of corpo-
rate environmental responsibilities. The higher the proportion of independent directors,
the stronger the effectiveness of curbing moral hazard and opportunistic behavior among
managers, and play a catalytic role in investment in corporate environmental governance.
So, this paper puts forward hypothesis 2 (H2) when other conditions are certain:

H2. Under the same conditions, the proportion of independent directors is positively related to
corporate environmental protection investment.

2.1.3. Characteristics of the Board of Supervisors and Environmental Protection Investment

As the internal supervision organization of the joint-stock company, the board of
supervisors functions primarily to prevent the board of directors and the management
from abusing their powers and damaging the interests of shareholders and the company.
The existing literature has rarely examined the impact of the characteristics of the board
of supervisors on environmental protection investment. The related research mainly
focuses on two aspects: (1) There is a significantly positive correlation between the size of
the board of supervisors and environmental information disclosure [14,15,45]. (2) There
is a significantly positive correlation between the supervisory activity of the board of
supervisors [46], the quality of the board of supervisors [47], and the shareholding ratio of
the board of supervisors [48] and corporate performance.

The precondition for members of the supervisory board to perform their duties is
whether they can receive the corresponding remuneration. Although under normal circum-
stances, the members of the board of supervisors are not remunerated, the members of the
board of supervisors are generally composed of directors or employees of the company who
are originally remunerated. Therefore, the company does not need to pay any additional
remuneration. However, too little or no compensation for members of the supervisory
board can result in the separation of responsibility and power, which not only fails to
stimulate the subjective initiative of supervisors but also makes them become vassals of the
management and lose their supervisory function. The independence of the board of super-
visors is its most basic prerequisite, and only by ensuring the independence of the economic
interests of supervisors can the independence of the functions of the board of supervisors
be guaranteed so that it will not lose its supervisory function due to the attachment of
interests to the “supervised.” Therefore, some company bylaws or shareholders’ meetings
have agreements on the additional payment of remuneration to the board of supervisors,
which is also intended to provide certain incentives and assessments for personnel con-
currently serving as supervisors, thereby more effectively promoting the performance of
supervisory duties by members of the board of supervisors. Ren et al. [49] concluded that
the remuneration of the board of supervisors prompts members to become stakeholders
of the enterprise, thus causing the development of the enterprise to directly affect their
economic income. Therefore, attractive remuneration makes members of the board of
supervisors more inclined towards the long-term interests of the enterprise, thereby paying
more attention to investment in environmental governance.

Based on this analysis, if the company pays certain salaries and provides certain
financial incentives to the members of the supervisory board, it will further urge the
members of the supervisory board to urge the management of the enterprise to fulfill
their environmental protection responsibilities and actively promote the environmental
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protection investment of the enterprise. So, this paper puts forward hypothesis 3 (H3)
when other conditions are certain:

H3. Under the same conditions, compensation incentives of members of the supervisory board are
positively related to corporate environmental protection investment.

2.1.4. Management Characteristics and Environmental Protection Investment

In enterprise operations, the company has been punished for causing pollution due to
environmental damage, and more and more stakeholders are demanding that the company
bear environmental responsibility. In order to encourage executives to actively engage
in environmental governance, companies will use compensation incentives to achieve
environmental goals and maximize profits. The assessment of executive compensation is
based on the previous performance level of executives, which will affect their behavioral
decisions regarding the environment in the next stage. So, executive compensation will
affect the company’s environmental governance [50]. Based on agency theory, because
information asymmetry induces adverse selection and moral hazards, the management
will maximize their benefits. If management can obtain an improved salary, it shows
recognition and support for their work to an appreciable extent. On the other hand, the
expenditure of a high salary depends on the operating efficiency of the enterprise. There-
fore, while benefiting from the high income, they will also bear the economic consequences
of their decisions in managing the enterprise. As rational economic actors, executives
weigh their reward with their own cost and effort before choosing to act to maximize
their interests. Therefore, higher remuneration often encourages managers to make more
efforts to improve corporate performance. Such an improvement increases their income,
thus forming a virtuous circle [51]. In addition, the labor supply theory holds that man-
agers will weigh the benefits between leisure and labor supply to maximize their effects.
When salary is increased, managers will give up “leisure” and choose “labor supply” to
obtain a higher salary, thereby improving the business performance of the enterprise [52].
Pascual and Ruis [53] concluded that long-term compensation for senior executives is
conducive to the implementation of the enterprise’s pollution prevention strategy. Gerhart
and Milkovich [54] believed that variable compensation is positively related to enterprise
performance, and equity compensation has a significant impact. Wu and Wu [55] con-
cluded that the higher the sensitivity of management compensation performance, the lower
the tendency towards and degree of self-interest. Therefore, management compensation
will affect the decision-making behavior of the management. Zou et al. [56] found that
companies reduce pollutant emissions and improve environmental performance levels
through executive compensation incentives. Wang et al. [57] showed that senior managers,
especially in highly polluting industries, have a greater management ability to optimize
available resources, affecting the company’s sustainable development.

Based on this analysis, a reasonable salary incentive mechanism is essential in en-
terprise management. The level of salary directly affects the work enthusiasm of man-
agers and is also an important aspect of corporate environmental governance, becoming
a self-promoting factor for the development of enterprises. So, this paper puts forward
hypothesis 4 (H4) when other conditions are certain:

H4. Under the same conditions, compensation incentives of members of management are positively
related to corporate environmental protection investment.

2.2. Media Coverage and Environmental Protection Investment

Because big data is an external component of the supervision mechanism of the
company, the media plays a critical intermediary role in information disclosure, collection,
and dissemination, having become an indispensable part of corporate governance [58].
Therefore, media coverage greatly impacts the business activities of enterprises. On the
one hand, media reports increase companies’ exposure, and the relevant stakeholders
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can better understand the enterprise [59]. Dyck et al. [22] concluded that media reports
could encourage illegal enterprises to cease their misconduct as soon as possible and
protect the interests of minority shareholders. On the other hand, media coverage has
some supervisory effects on the company, especially bringing external pressure to the
company. The report content from the media has a reputational impact on the enterprise and
management. It even attracts more attention from governmental departments [60], leads to
higher corporate social responsibility, and promotes the enterprise’s legitimate operation.

Many scholars have recognized the supervisory role of the media on corporate
governance [22,61,62]. At the same time, some scholars have shown that when the media
make negative reports on an enterprise, the enterprise faces severe and numerous public
accusations and strong legitimacy pressures. As a result, it will take measures (such as shut-
ting down) to increase the internal environmental protection investment to deal with media
queries, hoping to convey a positive image to the public [63]. Therefore, the supervisory role
of the media makes enterprises pay more attention to legal operations and maintain their
reputation. To promote their long-term development, enterprises would make reasonable
environmental protection investments and engage in legal and compliant production.

Therefore, media attention increases the transparency between enterprises and rel-
evant stakeholders. The media further reduces the cost of obtaining information for the
public and government departments and motivates enterprises. For its reputation and
development, the enterprise needs to actively fulfill its social responsibility and undertakes
the responsibility of environmental governance. On the contrary, enterprises are easily pres-
sured by public opinion due to the high-intensity attention of the media. They may engage
in some short-sighted behaviors to avoid adverse effects [64], such as “public relations” or
“bleaching” behavior. When the pressure of public opinion is resolved, enterprises focus
on self-improvement, actively take environmental governance investment measures, and
show compliance behavior.

Therefore, when other conditions are certain, this paper puts forward the following as-
sumptions:

H5a. Media coverage moderates the relationship between the degree of separation between control
rights and cash flow rights and the environmental protection investment of enterprises. The higher
the media coverage, the stronger the blocking effect of the degree of separation between control rights
and cash flow rights on the environmental protection investment of enterprises.

H5b. Media coverage moderates the relationship between the proportion of independent directors
and the environmental protection investment of enterprises. The higher the media coverage, the
stronger the promoting effect of the proportion of independent directors on the environmental
protection investment of enterprises.

H5c. Media coverage moderates the relationship between compensation incentives of members of the
supervisory and environmental protection investment of enterprises. The higher the media coverage,
the stronger the promoting effect of compensation incentives of members of the supervisory on the
environmental protection investment of enterprises.

H5d. Media coverage moderates the relationship between compensation incentives of members of
management and the environmental protection investment of enterprises. The higher the media
coverage, the stronger the promoting effect of compensation incentives of members of management
on the environmental protection investment of enterprises.

3. Research Methodology
3.1. Sample Selection and Data Sources

China implemented a new environmental protection law in 2015. This law fights
against the pollution that attracts great public resentment. Therefore, this paper selects
the data gathered after implementing the law primarily on A-share listed companies in
heavily polluting industries from 2015 to 2019. The heavily polluting enterprises were
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selected based on the industry classification guidelines of listed companies revised by the
China Securities Regulatory Commission in 2012. The classified management directory of
listed companies’ environmental protection verification was formulated by the Ministry of
Environmental Protection in 2008, and the guidelines for the environmental information
disclosure of listed companies. The list includes 16 industries, such as those of thermal
power, steel, cement, electrolytic aluminum, coal, metallurgy, chemical industry, petrochem-
ical, building materials, papermaking, brewing, pharmacy, fermentation, textile, tanning,
and mining.

At the same time, in this paper, the following data screening is carried out: (1) com-
panies that eliminate ST (special treatment) and *ST are included; (2) companies with
incomplete data during the observation period are excluded; and (3) companies delisted or
listed during the observation period are excluded. Finally, 2580 observations are selected.

The data used in this research are mainly derived as follows: (1) all of the data
about corporate governance were from the CSMAR (China Stock Market & Accounting
Research Database) database and the annual reports of listed companies. The missing
data in the database were collected manually by the author through the annual reports
of listed companies and calculated according to the definition of variables. (2) The data
on environmental protection investment were obtained from the annual reports of listed
companies, enterprise environmental reports, and sustainable development reports, which
were collated and sorted manually. (3) The media coverage data were sourced from
the full-text database of prominent newspapers in China and were collated and sorted
manually. (4) The control variable data were from CSMAR and WIND databases. Finally,
all continuous variables were winsorized on the upper and lower 1% quantiles. SPSS25.0,
Eviews12.0, Stata16.0, and Excel 2010 software were used in the statistical analysis.

3.2. Definition of Variables
3.2.1. Dependent Variables

This paper takes environmental protection investment (EPI) as the dependent variable.
Under China’s current accounting system, enterprises have not reached a consensus on a
special definition and measurement method of environmental protection investment.

At present, there are three representative views: (1) to study the aspect of environmen-
tal protection equipment and take the project data (such as pollution control equipment,
purchase, and the transformation of production lines related to environmental protection)
as the total amount of environmental protection investment [65–67]; (2) to focus on en-
vironmental protection technology, which defines environmental protection investment
as an investment in developing cleaner production technology, developing environmen-
tally friendly products, improving pollution control capacity, and increasing operating
expenses to meet environmental standards [68,69]; (3) to use environmental protection
investment [70–72] and environmental performance [73] as alternative variables of environ-
mental protection investment.

Because environmental protection investment is a special investment, it is not easy
to bring economic benefits to enterprises in the short term, they the investment benefits
of environmental protection equipment or the application of environmental protection
technology. At the same time, environmental protection investment also includes social
responsibility and benefits.

Based on Tang and Li [74], this paper comprehensively presents environmental pro-
tection investment from the perspectives of investment and governance. (1) Investment.
The investment here is divided into fixed asset investment and intangible asset investment.
Fixed asset investment mainly refers to the investment and transformation of various
environmental protection equipment under construction or fixed assets. Intangible asset
investment mainly refers to investing in various environmental protection products and
technologies that are considered R&D expenditures. (2) Governance. This part includes
pollution control, environmental taxes, and ecological expenses. The content of this def-
inition is comprehensive, and there is no duplication. Governance primarily shows that
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the enterprise governs the unreasonable behavior in the current environment and reflects
social responsibility and short-term benefits. The investment is mainly geared towards the
long-term business objectives of the enterprise, reflecting the long-term social and envi-
ronmental benefits. At the same time, this idea is also in line with the business laws of an
enterprise. When an enterprise does not meet the environmental protection requirements,
it should mitigate environmental pollution first before considering all kinds of investment
in environmental protection. In this paper, the variables are collated manually, and the sum
of investment and governance is taken. The natural logarithm was taken for the data to
avoid the influence of enterprise scale and extreme values.

3.2.2. Independent Variables

The independent variables of this article are equity structure, independent director
characteristics, supervisory board characteristics, and management characteristics. This
paper takes the separation degree of control rights and cash flow rights as the alternative
variable of ownership structure and takes the proportion of independent directors as an
alternative variable of independent director characteristics. At the same time, to elimi-
nate the influence of enterprise scale, the proportion of the remuneration of the board of
supervisors to the total assets of the enterprise at the end of the period is taken as the alter-
native variable of supervisory board characteristics, the ratio of executive compensation
to total assets at the end of the period is taken as the alternative variable of management
board characteristics.

3.2.3. Moderating Variable

As a third-party supervision subject independent of the government and enterprises,
the media plays a critical role in today’s society. The greater the amount of media coverage
on a topic, the more likely it is to be regarded as an important issue. Similarly, when the
amount of environmental information reported by the media on an enterprise increases,
people pay more attention to the enterprise, attracting the attention of relevant stakeholders
of the enterprise. Therefore, this paper takes the total amount of news reported (MEDIA) on
the company’s environment as an alternative variable of media coverage. In addition, this
study distinguishes between positive reports and negative reports. Specifically, in the full-
text database of China’s popular newspapers, we first gathered news about listed companies
with the themes “environment” and “environmental protection”. Secondly, the collated
results were manually screened, and irrelevant reports (such as “business environment” and
“financing environment”) were deleted. Finally, the screened results were read manually to
distinguish between positive reports (MEDIAp) and negative reports (MEDIAn). Positive
statements in the news, such as energy conservation, the purchase of environmental
protection equipment, emission reduction, consumption reduction, investment, and R&D,
were defined as positive reports. Negative statements, such as pollution, sewage discharge,
illegal discharge, exceeding the standard, leakage, and being unqualified in a report, were
regarded as negative.

3.2.4. Control Variables

According to the existing research literature, the control variables selected in this paper
are as follows: (1) Company size (SIZE): The company’s size determines the company’s
material basis, the strength of environmental protection investment, and the ability to
resist risks. This paper selects the asset size as the alternative variable of the company
size. (2) Debt level (DEBT): The debt status of the enterprise reflects the financing and,
to a certain degree, the investment ability of the enterprise. To a certain extent, the more
significant the debt, the greater the financial impact on the enterprise, and the more likely
it is that the enterprise will fall into financial deterioration. Without abundant capital to
invest in environmental protection, an enterprise can only develop short-term interests.
This paper selects the asset-liability ratio as an alternative variable of the degree of debt.

In summary, the main variable definitions in this paper are listed in Table 1.
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Table 1. Definition of variables in the current study.

Variable Acronyms Variable Description

EPI E LN (total annual environmental protection investment)
SQ S Proportion of control rights/proportion of cash flow rights
DB D Number of independent directors/total number of directors

RBS R (Basic annual salary + performance annual salary)/total assets
× 100%

MC M (Salary + bonus + long-term incentive compensation)/total assets
× 100%

MEDIA Me Total number of paper media reports
SIZE Si LN (total assets)
DEBT De (Total liabilities/total assets) × 100%

3.3. Model Construction

According to assumptions H1–H4, we established fixed-effect multiple regression
models (1)–(4) to test the impact of shareholding structure, independent directors charac-
teristics, characteristics of the board of supervisors, and characteristics of the management
on environmental protection investment. Furthermore, EPI is the enterprise environmental
protection investment variable, SQ is the ownership structure variable, DB is the indepen-
dent directors’ characteristics, RBS is the board of supervisors characteristic variable, MC is
the management characteristic variable, SIZE is the company characteristic variable, DEBT
is the enterprise debt degree variable, and Year is the fixed annual effect. In model (1), α1 is
expected to be significantly negative, while α2 is expected to be significantly positive in
models (2)–(4).

EPI = α0 + α1SQ + α2SIZE + α3DEBT + α4Year + ε (1)

EPI = α0 + α1DB + α2SIZE + α3DEBT + α4Year + ε (2)

EPI = α0 + α1RBS + α2SIZE + α3DEBT + α4Year + ε (3)

EPI = α0 + α1MC + α2SIZE + α3DEBT + α4Year + ε (4)

For H5, we built model (5):

EPI = β0 + β1CorpGov + β2MEDIA + β3CorpGov ∗ MEDIA + β4SIZE + β5DEBT + β6Year + ε (5)

where CorpGov represents the respective independent variables, i.e., SQ (equity structure
variable), DB (independent directors characteristics variable), RBS (board of supervisors
characteristic variable), and MC (management characteristic variable), MEDIA is the media
coverage variable, CorpGov ∗ MEDIA is the multiplication term of each independent
variable and the media coverage variable, Year is the fixed annual effect, and β3 is expected
to be significantly positive.

4. Empirical Results and Analysis
4.1. Correlation Analysis

This paper adopted the Pearson coefficient to measure the correlation between the test
variables (Table 2).
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Table 2. Correlation between test variables.

EPI SQ DB RBS MC MEDIA SIZE DEBT

EPI 1
SQ −0.670 ** 1
DB 0.340 ** −0.112 1
RBS −0.440 ** 0.215 * −0.209 * 1
MC −0.562 ** 0.129 −0.315 ** 0.708 ** 1

MEDIA 0.439 ** −0.199 0.334 ** 0.140 −0.121 1
SIZE 0.865 ** −0.523 ** 0.396 ** −0.691 ** −0.780 ** 0.314 ** 1
DEBT −0.042 −0.193 −0.184 −0.226 * −0.233 * −0.495 ** 0.146 1

This table reports the Pearson correlation between the regression variables. The superscript asterisks ** and *
denote two-tailed statistical significance at the 1% and 5% levels, respectively.

The Pearson correlation analysis showed that the ownership structure is negatively
correlated with environmental protection investment, significant at the 1% level, indicating
that the greater the separation of the two rights, the lower the amount of environmental
protection investment. The characteristics of independent directors and media attention
positively correlated with environmental protection investment, significant at the level
of 1%. In addition, the characteristics of the board of supervisors were significantly but
negatively correlated with the environmental protection investment at the level of 1%,
whereas the management characteristics were significantly and negatively correlated with
environmental protection investment at the level of 5%. Hypotheses 1 and 2 (H1 and H2)
are preliminarily verified.

In the control variables, a significant positive correlation exists between company
characteristics and environmental protection investment at the level of 1%, indicating that
the amount of environmental protection investment is indeed affected by the company
size. Large companies pay more attention to enterprise environmental protection, have
relatively strong financial strength, and have profound environmental governance and
investment. In addition, some independent variables also show significant correlations.
The maximum correlation coefficient between independent variables is 0.708. According to
the judgment standard of multicollinearity, if the correlation coefficient is <0.7, it indicates
that there is no serious multicollinearity problem between the variables. Furthermore, the
variance expansion factor (VIF), calculated using SPSS, suggests that if the tolerance is >0.1
and the VIF < 10, it indicates no severe multicollinearity problem between the variables.
Therefore, the selection of variables is appropriate, and multivariable regression analysis
can be carried out.

4.2. Regression Analysis

Table 3 shows the stability test of the sample data. From these results, we can see that
the sample data passed the three tests of LLC, ADF-Fisher, and PP-Fisher (Prob is less than
0.05), indicating that the sample data are stable.

Table 3. Unit Root test.

Method Statistic Prob. **

Levin, Lin & Chu t* −49.3892 0.0000
ADF-Fisher Chi-square 454.575 0.0000
PP-Fisher Chi-square 519.191 0.0000

** Probabilities for Fisher tests are computed using an asymptotic Chi-square distribution. All other tests assume
asymptotic normality.

Table 4 lists the cointegration test (Kao test) of sample data, from which it can be seen
that Prob is less than 0.05, indicating that the data are cointegrated. Therefore, the sample
data can be used for regression analysis.
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Table 4. Cointegration test.

ADF
t-Statistic Prob.

−7.563391 0.0000

Residual variance 0.202250
HAC variance 0.168018

Table 5 lists the hypothetical regression results for this study. The adjusted R-squares of
the four models are 0.833, 0.780, 0.805, and 0.797, respectively. The F values are significant,
indicating that the models fit well as a whole.

Table 5. Variables of the regression analysis.

Variable Model (1)
EPI

Model (2)
EPI

Model (3)
EPI

Model (4)
EPI

SQ −0.293 ***
(−5.375)

DB −0.070
(−1.235)

RBS 0.271 ***
(3.520)

MC 0.228 ***
(2.911)

MEDIA 0.179 ***
(3.159)

0.132 **
(2.058)

−0.006
(−0.082)

0.102
(1.640)

SIZE 0.654 ***
(10.888)

0.868 ***
(14.418)

1.075 ***
(12.668)

1.024 ***
(12.363)

DEBT −0.008
(−0.134)

−0.116 *
(−1.867)

−0.141 **
(−2.394)

−0.088 *
(−1.489)

F 112.141 *** 80.089 *** 92.814 *** 88.226 ***

Adj R2 0.833 0.780 0.805 0.797

Year Controlled Controlled Controlled Controlled

N 2580 2580 2580 2580
The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.

From the regression results of model (1), it can be seen that the ownership structure
is negatively correlated with the environmental protection investment. It is significant at
the 1% confidence limit, indicating that the lower the degree of separation of two rights,
the more influential the environmental protection investment is on the positive change.
Model (2) shows that the independent directors characteristics correlated negatively with
the environmental protection investment, indicating that the proportion of independent
directors negatively impacts the enterprise’s environmental protection investment. In
addition, Models (3) and (4) show that the characteristics of the board of supervisors,
management, and environmental protection investment are significantly and positively
correlated at the 1%significant level, indicating that the higher the remuneration of the
board of supervisors and the financial motivation of senior executives, the greater the
environmental protection investment of enterprises.

Among the four independent variables, H1, H3, and H4 are verified, showing that
in the corporate governance of high-pollution industries, the ultimate controller has great
decision-making power in terms of environmental protection investment. Such a body
reckons with the importance of environmental protection and allocates the necessary funds
to support it. The board of supervisors can also promote the function of supervision and re-
straint, positively promoting the expenditure of the enterprise on environmental protection
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investment. Therefore, the higher the financial motivation of the management, the greater
the work enthusiasm, making reasonable decisions conducive to the long-term develop-
ment of the enterprise and strengthening the investment in environmental protection.

The board of directors’ characteristics were negatively correlated with the enterprise’s
environmental protection investment; thus, H2 is not tenable. This occurrence is due to the
fact that independent directors in the board of directors should ensure adequate attention
is designated to environmental protection. However, there is a common situation whereby
independent directors do otherwise, especially in crucial cases and events. At the same time,
according to China’s relevant laws and regulations, the company’s independent directors
have no annual salary, but the company should give corresponding subsidies. Therefore,
to a certain extent, independent directors are paid by listed companies and invited by
major shareholders, leading to the obstruction of independent directors’ independence
and existence.

Secondly, the control variables pass the significance test at the 1% level, showing that
the company characteristics have a significant positive correlation with environmental
protection investment, i.e., the larger the scale of the enterprise, the higher the environ-
mental protection investment. At the same time, except for model (1), the debt degree
passes the significance test in the other three models, indicating that the debt degree has
a significant negative correlation with environmental protection investment. Here, the
higher the asset-liability ratio of the enterprise, the smaller the environmental protection
investment. Thus, the enterprise may have poor management, difficult capital operation,
and no more capital to invest in environmental protection under the condition of high debt.

In addition, this paper introduces independent variables and control variables into the
model through stepwise regression. The results are shown in Table 6, which shows that the
shareholding structure, the characteristics of the board of supervisors, and media attention
have the greatest impact on the environmental protection investment of enterprises.

Table 6. Stepwise regression analysis.

Unstandardized Coefficient Standardized Coefficient

Model B Std Error Beta t Prob.

constant −6.401 1.923 3.329 0.001
SIZE 0.718 0.074 0.791 9.643 0.000
SQ −0.027 0.005 −0.264 −5.144 0.000

MEDIA 0.001 0.000 0.118 2.250 0.027
RBS 4990.799 2402.829 0.147 2.077 0.041

F 118.882 ***

Adj-R2 0.841
The superscript asterisks *** denote statistical significance at the 1% levels.

4.3. Moderating Effect Analysis

Table 7 lists the regression results of the moderating effect.
From the results of model (5a), we infer that the multiplier coefficient of ownership

structure and media attention is −0.250, which is significant at the level of 1%. Because the
independent variable ownership structure correlated negatively and significantly with the
enterprise environmental protection investment, the cross multiplication coefficient of own-
ership structure and media attention is also significantly negative. This observation means
that the symbols of the two coefficients are consistent, showing that the moderating effect
is enhanced. In other words, it shows that the stronger the media coverage, the stronger the
negative correlation between the ownership structure and the enterprise’s environmental
protection investment. The moderating effect quantity is 0.847 − 0.833 = 0.014. Therefore,
H5a is true.
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Table 7. Regression analysis results of the moderating effect.

Variable Model (5a)
EPI

Model (5b)
EPI

Model (5c)
EPI

Model (5d)
EPI

SQ −0.269 ***
(−5.090)

MEDIA 0.430 ***
(4.290)

SQ×MEDIA −0.250 ***
(−2.977)

DB −0.083
(−1.414)

MEDIA −0.013
(−0.069)

DB×MEDIA 0.166
(0.835)

RBS 0.339 ***
(4.422)

MEDIA 0.259 **
(2.370)

RBS×MEDIA 0.292 ***
(3.078)

MC 0.248 ***
(3.177)

MEDIA 0.299 **
(2.417)

MC×MEDIA 0.191 *
(1.834)

SIZE 0.526 ***
(7.336)

0.856 ***
(13.764)

0.970 ***
(11.058)

0.934 ***
(9.793)

DEBT 0.069
(1.179)

−0.104
(−1.624)

−0.077
(−1.283)

−0.038
(−0.585)

F 99.786 *** 63.983 *** 83.550 *** 73.217 ***

Adj R2 0.847 0.780 0.823 0.802

Year Controlled Controlled Controlled Controlled

N 2580 2580 2580 2580
The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.

From the analysis of the results of H5b, we concluded that the independent variable,
independent directors’ characteristics, is negatively correlated with the enterprise’s en-
vironmental protection investment. The intersection term of media coverage and board
characteristics correlated positively with the enterprise’s environmental protection invest-
ment. However, they are not significant, indicating that media attention has no moderating
effect on the impact of independent variables and dependent variables. At the same time,
in agreement with model (2), the adjusted R2 is 0.780, and the regulation of R2 in model (5b)
is 0.780. Additionally, the moderating effect ∆R2 is 0, indicating no regulatory effect.
Therefore, H5b is denied.

Moreover, model (5c) showed that there is a positive correlation between the char-
acteristics of the board of supervisors and media coverage at the level of 1%, indicating
that media coverage has an enhanced regulatory effect on the characteristics of the board
of supervisors and enterprise environmental protection investment. Therefore, media
coverage strengthens the positive impact of the characteristics of the board of supervisors
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on the enterprise’s environmental protection investment, and the moderating effect is
0.823 − 0.805 = 0.018. Hence, H5c is verified.

With H5d, the multiplier coefficient of management characteristics and media cov-
erage is 0.191, significant at the level of 10%. Thus, media coverage has an enhancing
regulatory effect on management characteristics and enterprise environmental protection
investment. Media coverage strengthens the positive impact of management character-
istics on enterprise environmental protection investment, and the moderating effect is
0.802 − 0.797 = 0.005. In conclusion, H5d is verified.

4.4. Further Analysis

Media reports are further divided into positive coverages and negative coverages
for regression (Tables 8 and 9). MEDIAp is the positive media coverage variable, and
MEDIAn is the negative media coverage variable. It was observed that the equity structure,
the characteristics of the board of supervisors, the characteristics of the management,
and the intersection of the positive media reports are significant (Table 8). However, the
characteristics of the board of directors are not significant. This result is also consistent
with the regression results of the moderating effect of all media coverages. The regression
results in Table 9 show that all cross-multiplication terms are not significant. Comparing
the positive and negative coverage results, the coefficient of the intersection term of positive
reports and independent variables is more significant than that of negative reports. This
result suggests that the more positive the information reported by the media, the more
listed companies in highly polluting industries will pay attention to the environment
and environmental governance, resulting in more positive environmental investment
decision-making. According to the analysis results, the moderating effects of positive and
negative media coverage are different. The main reasons are as follows: based on the
cost-benefit relationship, as environmental protection investment is a long-term investment,
the generation of benefits might not necessarily appear in the current period, especially
those of the social and environmental benefits. Therefore, when an enterprise has illegal
environmental behavior and is negatively covered by the media, the enterprise will first
adopt “bleaching” or “bleaching green.” Other public relations mean to consider the social
reputation. This is a short-term effect. Its purpose is to eliminate the negative crisis caused
by negative coverages, reverse the adverse social reputation, and then encourage long-term
environmental protection investments or governance.

Table 8. Regression of the moderating effect of positive media coverage.

Variable Model (5a)
EPI

Model (5b)
EPI

Model (5c)
EPI

Model (5d)
EPI

SQ −0.274 ***
(−5.233)

MEDIAp 0.455 ***
(4.449)

SQ×MEDIAp −0.267 ***
(−3.152)

DB −0.130 *
(−1.898)

MEDIAp −0.404
(−1.111)

DB×MEDIAp 0.585
(1.502)

RBS 0.344 ***
(4.489)

MEDIAp 0.254 **
(2.351)
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Table 8. Cont.

Variable Model (5a)
EPI

Model (5b)
EPI

Model (5c)
EPI

Model (5d)
EPI

RBS×MEDIAp 0.289 ***
(3.104)

MC 0.243 ***
(3.124)

MEDIAp 0.311 **
(2.425)

MC×MEDIAp 0.200 *
(1.878)

SIZE 0.510 ***
(6.987)

0.844 ***
(13.625)

0.977 ***
(11.246)

0.924 ***
(9.436)

DEBT 0.080
(1.353)

−0.091
(−1.421)

−0.076
(−1.259)

−0.033
(−0.497)

F 101.277 *** 65.389 *** 83.723 *** 73.227 ***

Adj R2 0.849 0.783 0.823 0.802

Year Controlled Controlled Controlled Controlled

N 2580 2580 2580 2580
The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.

Table 9. Regression of the moderating effect of negative media coverage.

Variable Model (5a)
EPI

Model (5b)
EPI

Model (5c)
EPI

Model (5d)
EPI

SQ −0.228 ***
(−3.386)

MEDIAn 0.116
(1.475)

SQ×MEDIAn −0.072
(−0.838)

DB −0.000
(−0.003)

MEDIAn 0.627
(1.353)

DB×MEDIAn −0.562
(−1.218)

RBS 0.340 ***
(4.051)

MEDIAn 0.118
(1.368)

RBS×MEDIAn 0.167
(1.590)

MC 0.246 ***
(2.884)

MEDIAn 0.080
(0.859)

MC×MEDIAn 0.017
(0.165)

SIZE 0.738 ***
(13.213)

0.893 ***
(15.441)

1.074 ***
(15.974)

1.068 ***
(13.767)
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Table 9. Cont.

Variable Model (5a)
EPI

Model (5b)
EPI

Model (5c)
EPI

Model (5d)
EPI

DEBT −0.107 **
(−2.141)

−0.175 ***
(−3.291)

−0.158 ***
(−3.203)

−0.140
(−2.758)

F 80.468 *** 62.407 *** 76.101 *** 69.027 ***

Adj R2 0.817 0.775 0.808 0.793

Year Controlled Controlled Controlled Controlled

N 2580 2580 2580 2580
The superscript asterisks ***, ** denote statistical significance at the 1%, 5% levels, respectively.

In addition, the impact of media coverage on enterprises requires time for a response
and buffer. Therefore, the paper further analyzes the impact of media coverage on enter-
prises lagging behind one period to study the long-term impact of media coverage and
regresses the value of the explained variable, EPI, lagging behind one period. The results
are consistent with our previous results. Therefore, the more media coverage, the more
positive the role of related variables on environmental protection investment. The role lags
for a certain time, which impacts the subsequent development of enterprises. Due to the
limited space in the article, only the regression results of 5a are reported in Table 10.

Table 10. Regression analysis of the moderating effect of media coverage in lag phase I.

Variable Model (5a)
EPI

Model (5a)
EPI

Model (5a)
EPI

SQ −0.270 ***
(−4.512)

MEDIA 0.380 ***
(3.344)

SQ×MEDIA −0.243 **
(−2.545)

SQ −0.275 ***
(−4.611)

MEDIAp 0.401 ***
(3.446)

SQ×MEDIAp −0.258 ***
(−2.674)

SQ −0.248 ***
(−3.382)

MEDIAn 0.930
(1.084)

SQ×MEDIAn −0.042
(−0.452)

SIZE 0.527 ***
(6.485)

0.513 ***
(6.191)

0.715***
(11.724)

DEBT 0.065
(0.972)

0.073 ***
(1.087)

−0.080
(−1.464)

F 73.998 *** 74.615 *** 64.773 **

Adj R2 0.804 0.805 0.782

Year Controlled Controlled Controlled

N 2580 2580 2580
The superscript asterisks ***, **, denote statistical significance at the 1%, 5% levels, respectively.
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4.5. Robustness Test

In order to further verify the stability of the model, the robustness test was carried
out as follows: (1) Replace the characteristic variables of the management and the board
of supervisors. This paper uses the natural logarithm of the remuneration of the board
of supervisors and the natural logarithm of the management’s remuneration to replace
the original ratio of the remuneration of the board of supervisors to the total assets and
the ratio of the remuneration of the management to the total assets. The method of taking
the natural logarithm also eliminates the influence of enterprise scale. (2) Replace media
coverage. Media coverage can be divided into newspaper media coverage and network
media coverage. Additionally, the type of media coverage used in the full sample regression
is newspaper media coverage. These data are derived from China’s full-text newspaper
database, including all paper media reports on high-pollution industries. However, because
environmental protection investment belongs to the financial information of enterprises,
the authority and coverage of financial newspapers strongly influence the reporting of
financial information. Furthermore, with the development of network media, the focus and
coverage of enterprise stakeholders on network media are gradually increasing. Therefore,
in this paper, robustness is tested with regard to the following two aspects: (i) a number of
reports in eight financial newspapers (such as China Securities Journal, Securities Daily,
Securities Times, Financial Times, The Economic Observer, The First Financial Daily, 21st
Century Economic Report, and China Business Daily) are selected to replace the coverage
of paper media; (ii) a number of online media reports are selected to replace the number
of paper media reports. After the regression of the whole sample, the regression and
moderating effect test with one lag period are also carried out. After the test, the results are
consistent with the previous text, and the previous conclusion is still valid. Therefore, the
research conclusion of this paper is more reliable. Due to the limited space of the article, the
results of models (1)–(4) and model (5a) are reported here, as shown in Tables 11 and 12.

Table 11. Robustness tests (1).

Financial Newspaper Reports Online Media Reports

Model (1) Model (2) Model (3) Model (4) Model (1) Model (2) Model (3) Model (4)

SQ −0.415 ***
(−7.874)

−0.404 ***
(−7.275)

DB −0.085
(1.572)

−0.051
(−0.929)

RBS 0.420 ***
(9.582)

0.423 ***
(8.921)

MC 0.143 **
(2.321)

0.154 ***
(2.466)

MEDIA 0.190 ***
(3.754)

0.237 ***
(3.575)

0.152 ***
(3.270)

0.227 ***
(3.521)

0.126 ***
(2.586)

0.183 ***
(2.945)

0.065
(1.388)

0.199 ***
(3.284)

Control YES YES YES YES YES YES YES YES

YEAR YES YES YES YES YES YES YES YES

F 165.375 *** 89.797 *** 203.213 *** 93.499 *** 151.421 *** 85.127 *** 182.650 *** 91.596 ***

Adj R2 0.881 0.800 0.901 0.806 0.871 0.791 0.891 0.803

The superscript asterisks *** and ** denote statistical significance at the 1% and 5% levels, respectively.
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Table 12. Robustness tests (2).

Financial Newspaper Reports Online Media Reports

Model (5a) Model (5a) Model (5a) Model (5a) Model (5a) Model (5a)

SQ −0.236 **
(−2.563)

−0.212 *
(−1.744)

−0.521 ***
(−5.968)

−0.015
(09.987)

−0.061
(−0.418)

−0.402 ***
(−4.620)

MEDIA 0.259 **
(4.513)

0.305 ***
(3.474)

SQ×MEDIA −0.208 **
(2.235)

−0.402 ***
(−2.575)

MEDIAp 0.249 ***
(3.219)

0.303 ***
(3.242)

SQ×MEDIAp −0.228 ***
(1.971)

−0.353 ***
(−2.643)

MEDIAn −0.055
(−0.683)

0.062
(0.734)

SQ×MEDIAn 0.148
(1.415)

−0.036
(−0.345)

Control YES YES YES YES YES YES

YEAR YES YES YES YES YES YES

F 140.446 *** 126.080 *** 114.691 *** 128.463 *** 125.626 *** 111.189 ***

Adj R2 0.887 0.875 0.865 0.877 0.875 0.861

The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.

5. Conclusions and Implications
5.1. Discussion and Conclusions

Based on the empirical data of listed companies in China’s A-share high-pollution
industries from 2015 to 2019, this paper measures the level of environmental protection
investment of enterprises by integrating environmental protection investment and gov-
ernance. Corporate governance is divided into four dimensions: shareholding structure,
characteristics of independent directors, characteristics of the board of supervisors, and
characteristics of the management. Media coverage is taken, and control variables such
as corporate characteristics and debt characteristics are incorporated. A moderating effect
model is adopted to fix the annual effect. The relationship between corporate governance,
media attention, and environmental protection investment is empirically studied, clarifying
the role of corporate governance and the effect of media attention on the environmental
protection investment of enterprises. The specific conclusions are as follows:

(1) The strengthening of corporate governance can significantly promote the envi-
ronmental protection investment behavior of enterprises. From the empirical results, the
rationality of the shareholding structure, the characteristics of the board of supervisors and
the ability of the management all show a significant promotion ability at a certain level,
indicating that good corporate governance can promote an increase in the environmental
protection investment of enterprises, thus further improving business performance and
achieving the sustainable development of enterprises. In corporate governance, the share-
holding structure is at the core. Because the controlling shareholders tend towards the
economic value of the enterprise and their behavior is somewhat short-sighted, the man-
agement of the enterprise holds a negative attitude towards the environmental protection
investment of social value with long-term effects and tends to not actively invest. However,
based on Agency Theory and Upper Echelons Theory, the management of an enterprise
has more company information than its shareholders. In the context of global low-carbon
development and the dual-carbon policy proposed by China, with the help of its own
management ability, the management can also rationally analyze the development and
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opportunities faced by the enterprise and, at the same time, engage in better planning and
decision making for the long-term development of the enterprise. Although environmental
protection investment increases the cost burden of the enterprise in the short term, the
measures to cater to low-carbon development will help enterprises to attain development
space in the future. Regarding the supervisory role of the board of supervisors, it can also
be seen that reasonable corporate governance can promote an increase in the environmental
protection investment of enterprises. (2) Media coverage can positively adjust the impact
of corporate governance on environmental protection investment. Through the analysis of
the moderating effect model, the results show that the media coverage of the company can
strengthen the relationship between the equity structure, the characteristics of the board
of supervisors and of the management, and the environmental protection investment of
the enterprise. The function of the media lies in information dissemination and super-
vision, and governance. Based on the information transmission theory, the more media
reports there are on the enterprise environment, the more information asymmetry can be
reduced, thus reducing the cost of information acquisition by stakeholders and enabling
stakeholders to make better judgments about the enterprise. Further supervision and
governance are reflected in the impact of media reports on the social reputation of enter-
prises, which will also attract the attention of the government and other relevant regulatory
authorities, forcing enterprises to improve relevant governance behaviors and corporate
governance. Therefore, media attention can effectively promote the company’s investment
in environmental protection. When the number of positive media reports on environmental
governance increases, it brings with it a positive atmosphere, improves the social influence
and reputation of the enterprise, increases the social recognition of the enterprise, and
results in greater social value and long-term value. In this condition, from the perspective
of cost-effectiveness, enterprises only need to pay fewer costs, which will result in more
corporate benefits and promote enterprises to invest more in environmental protection.

However, negative media reports did not show a moderating effect, indicating that
such reports could not effectively promote the role of corporate governance in environ-
mental protection investment to address the violations of enterprises. This is because
negative reports can attract the attention of stakeholders, have an adverse social impact
on enterprises, and encourage stakeholders to make adverse judgments and decisions
about enterprises. However, the research conclusions of this paper reflect that enterprises
may have public relations crises due to the behavior of negative reports. Fan et al. [75]
found that the number of negative media reports was significantly negatively correlated
with corporate performance. After introducing the public relations crisis variable, they
found that such crises alleviated the decline in negative media reports on corporate perfor-
mance, thus indicating that when enterprises were caught in negative reports, they would
use the means of a public relations crisis to reduce the adverse impact on the enterprise.
Therefore, whether the economic consequences of a corporate public relations crisis have
an impact on corporate environmental governance is a question that this paper raises for
follow-up research.

5.2. Implications

Based on our findings, we put forward the following suggestions. First, enterprises,
society, and government should bear the environmental problem to aid economic devel-
opment. Additionally, the media should supervise the enterprises. Therefore, we should
strengthen environmental publicity and education, improve the environmental awareness
of the public, and improve public supervision through various measures. Secondly, an
environmental performance evaluation or rating system that is suitable for Chinese listed
companies should be explored. In addition, the relevant environmental benefit indicators
should be integrated into the system to evaluate the level of involvement of senior manage-
ment in the companies. Such a practice would strengthen the high-level environmental
protection concept and promote enterprises’ benign competition, which would improve
environmental benefits. Finally, the theoretical research of environmental accounting is
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further extended to the practical application level to solve the specific accounting problems
of enterprises encountered in practice. Such problems include determining the discount
rate and total cost of pollution control projects, making decisions about pollution control,
or purchasing emission rights. These problems also involve establishing internal manage-
ment, evaluation, or incentive mechanisms of environmental accounting to promote the
realization of enterprise emission reduction targets.

The limitations of this paper are as follows: (1) The high-pollution industries selected
as the research object are highly representative, but listed companies in non-high-pollution
industries are not considered. This is because the environmental protection law does not
require environmental information disclosure for non-high-pollution industries. There-
fore, it is difficult to obtain the data of listed companies in non-high-pollution industries,
thereby limiting the research scope. (2) Other factors affecting the environmental protection
investment of enterprises, such as the availability of incentives, funding capital, external
stakeholder pressure (industry/sector), etc., have not been considered yet, which may limit
the findings of this paper.

Future research directions include the following: (1) Whether and how the envi-
ronmental protection tax law implemented in China since 1 January 2019 has impacted
enterprise environmental protection investment by providing new, innovative directions
should be investigated. (2) On 24 May 2021, the Ministry of Ecology and Environment of
China issued a reform plan for the legal disclosure system of environmental information. It
defined the subject of mandatory environmental information disclosure and added specific
enterprises in non-highly polluting industries. Therefore, it improved the expansion of
follow-up research samples and the scope of data acquisition. (3) In recent years, there has
been an increasing study about Benefit Corporations (referred to as B Corps). B Corps are
enterprises that meet the highest social and environmental standards of humanity. They
do not aim to maximize profits but rather to solve social and environmental problems and
promote sustainable development of enterprises [76,77]. How highly-polluting enterprises
can achieve environmental governance through environmental investment and transform
into B Corp is a direction that can be studied in the future.
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