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K, SRR, Sobel #45 Z {74 6. 519, Goodman KB 447511 6. 618 F1 6. 645, #11E 1% K-V L &
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YHE R G 2 KR BRI i B T S, 76 N 44304 44304 44304 44304
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Does D&O Liability Insurance Promote ESG Disclosure?
Evidence from the Mediating Effect of Litigation
Risk Perception

Shi Weiwei', Wei Xiaoyan®, Zhang Xiguang’
(1. School of Business, Xinxiang University, Xinxiang 453000, China; 2. Institute of Higher Education,
Beijing University of Technology, Beijing 100124, China; 3. Finance Department,
Xinxiang University, Xinxiang 453000, China)

Abstract: Whether directors and officers ( D&O) liability insurance, as an institutional arrangement with both risk-sharing and external
governance attributes, influences corporate ESG information disclosure remains to be further tested amid intensified ESG disclosure regulation
and escalating capital market demands for non-financial information transparency. Based on a sample of A-share listed companies from 2010 to
2024, the impact of D&O insurance on corporate ESG information disclosure was empirically examined, and the mediating effect of litigation risk
perception was tested. It is found that companies purchasing D&O insurance exhibit higher ESG information disclosure levels than those without
such coverage, and this conclusion remains valid after various robustness checks. Mechanism tests indicate that litigation risk perception partially
mediates the process through which D&O insurance affects corporate ESG information disclosure. Specifically, D&O insurance is shown to
enhance ESG disclosure levels partly by alleviating management concerns regarding potential litigation consequences and reducing the expected
risk costs of information disclosure. Further analyses reveal that this promoting effect is more pronounced in non-state-owned enterprises, firms
with higher institutional ownership, companies audited by non-Big Four accounting firms, and enterprises with higher analyst coverage. Sub-
dimensional results show that this effect is mainly reflected in the environmental and social dimensions, whereas the governance dimension,
though positively signed, fails to achieve statistical significance. From the perspective of external governance, the literature on the economic
consequences of D&O insurance and the determinants of corporate ESG disclosure is extended, empirical evidence is provided for understanding
how insurance governance mechanisms affect corporate non-financial information disclosure, and practical implications are offered for improving
the coordination between D&O insurance systems and ESG disclosure regulation.

Keywords: D&O insurance; ESG disclosure quality; litigation risk perception; external governance; mediating effect
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