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Can Index Additions Influence Corporate Environmental Investment

— An Empirical Study Based on CSI300
LI Qiang, SUN Tian-tian

Abstract: Based on a quasi-natural experiment provided by the unique system of CSI300 Index, this pa-
per conducts difference-in-differences analysis to examine the effect of CSI300 index additions on corpo-
rate environmental investment and its mediating mechanism. The results show that after being in addi-
tion to CSI300 Index, corporate environmental investment has increased significantly, supporting the
“governance effect hypothesis”. The mediating mechanism reveals that addition to the stock index leads
to more analysts’ coverage and can constrain managerial myopia. Moreover, we find that the positive
effect is stronger in lower information-opaque companies, companies in industries with lower level of
product market competition and in regions with worse legal protection. The paper expands the research
on the determinants of corporate environmental investment from the perspective of stock market system,
which helps the regulatory authorities to improve the CSI300 adjustment system and promote corporates
to fulfill environmental responsibilities.

Key words: CSI300 Index; index additions; environmental investment; difference-in-differences analy-
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