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Efficient and Responsible
——An ESG Evaluation System Based on Cost

Internalization

Zhai Daweil Liu Haiqi Huang Bo

(1. Center for Price Cost Investigation National Development and Reform Commission ;

2. School of Finance, Renmin University of China)

Abstract: In the new phase of China's economic transformation from high-speed growth to
high-quality development, the alignment between a well-functioning government and efficient
market is essential. ESG (Environmental, Social, and Governance) helps identify the externalities
of corporate activities, promoting resource allocation efficiency, thus supporting the alignment
between a well-functioning government and efficient market. However, the reality of inaccurate
measurements of externalities by rating systems and the high costs associated with corporate
practices limit its effectiveness. Therefore, this paper proposes a potential solution based on the cost
internalization theory, which aims to provide a new perspective and tool for enterprises, investors,

and government, to achieve sustainable and high-quality economic development.

Keywords: High-Quality Development, a well-functioning government, efficient market,
ESG, Cost Internalization
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