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ABSTRACT – We examine toxic emissions in private equity-owned facilities 
following leverage buyouts (LBOs) relative to matched non-LBO facilities in a 
difference-in-differences framework. In contrast to the popular 
''brownspinning'' narrative, our evidence suggests that private equity (PE) 
actively reduces the release of toxic chemicals by 8%. Toxic emissions in PE-
owned facilities decrease gradually over the investment cycle, after the Paris 
Agreement, in toxic emission-intense facilities, and industries with pronounced 
governance issues. The reduction in toxic emissions is mainly driven by 
modifications to production inputs (rather than production processes). PE funds 
that obtain sustainability certification from ESG rating agencies do not reduce 
toxic emissions more than non-certified funds. Overall, we contribute to the 
emerging literature on sustainability by offering the first empirical evidence on 
the real effects of entrepreneurial finance on the natural environment. We also 
offer theory to rationalize why entrepreneurial finance will likely act as a critical 
change agent in the transition toward net-zero. 
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