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Abstract

In this study, we examine environmental, social and governance (ESG)
performance of clean technology companies and their relationship to firm
value. Clean technologies are those that have a reduced environmental
impact, i.e., have reduced environmental emissions or natural resource
use, when compared with conventional technologies in providing similar
products or services. It includes a wide variety of technologies for
renewable energy generation, energy efficiency and energy storage,
sustainable water management, sustainable mobility, waste
management, and improved resource efficiency (Gosens et al., 2015).
Currently, there are 64261! clean technology companies all over
the world. Of these, 30051! companies are publicly listed and are actively
trading.

It is important to study the ESG performance of clean technology
companies and their relationship to firm value because such companies
are perceived to have a ‘clean’ image and are seen as contributing to
the improvement of the lives of people in developing and developed
countries. Further, investments in clean technology are said to make
companies and nations competitive and offer a better quality of life to

! These figures are as of March 6, 2023.
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their citizens (Bezdek & Wendling, 2013). Although billions of dollars are
invested in clean energy every year (“Record $30bn year for offshore
wind”, 2017), and such investments are expected to go increase (Wood,
2016), investors do not know anything about the ESG performance and
their relationship to the firm value of such companies.

This is of particular concern because clean technology is emphasized
heavily in President Biden’s plan (Cartwright, 2021). More importantly,
the recent Inflation Reduction Act (IRA) provides a substantial
$370 billion allocation to climate change and clean energy enterprises
(Cartwright, 2022). Our study is motivated by a desire to investigate if
clean technology companies keep up with their image and if they are
different from other companies and industries. In addition, the strong
motivation for this study comes from the fact that energy drives economic
growth and social development (Bérawski et al., 2020; International
Energy Agency [IEA], 2015, p. 4), and, yet, the energy industry is a major
contributor to global greenhouse emissions (Moore et al., 2018). In such
a situation, clean technology companies can greatly aid in the fight to
reduce pollution and carbon footprints. Further, the IEA reports that
clean energy investment will increase by 8% to reach USD2.4 trillion in
2022 (IEA, 2022), as the contemporary strategic thinking is to stimulate
and expand clean energy usage in various parts of the world (Xu et al.,
2019). As an added bonus, investment in clean energy will generate
19 million jobs by 2050, which will more than compensate for the loss of
jobs in the traditional energy sector (Gielen et al., 2019).

In this study, we have used the S&P Capital I1Q database to identify
clean technology companies. The following keywords were used to search:
solar, fuel cell, thin film, wind turbine, renewable energy, photovoltaic,
geothermal, alternative energy, clean tech, clean technology, green
technology, nuclear power, smart grid, biomass, sustainable,
sustainability, waste minimization, biodiesel, water reuse, wastewater
reuse, ozone-based, and, ozone solutions. In this study, we have used the
terms clean technology and renewable energy as synonyms.
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