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ESG Performance and Foreign Ownership of Chinese Companies
ZHANG Yue' FAN Conglai' GAO Jiechao®

(1. Yangtze River Delta Economics and Social Development Research Center » Nanjing University ,
Nanjing 210093, China ;2. School of International Business, Shanghai University of

International Business and Economics s Shanghai 201620, China)

Abstract: How to enhance the confidence of foreign investors in China's capital market is a key issue
to promote high-level opening-up. From the perspective of ESG, this paper takes China’s Shanghai
and Shenzhen A-share listed companies from 2012 to 2022 as a sample to examine the impact of ESG
performance on foreign ownership. The study finds that ESG performance can significantly increase
the proportion of foreign ownership of enterprises, and it is mainly achieved by reducing
information asymmetry, improving corporate reputation, optimizing internal control, and
improving investment returns. Among them, foreign investors are particularly concerned about the
synergistic improvement of ESG performance and business performance. Heterogeneity analysis
shows that the attraction effect of ESG on foreign capital is more pronounced for non-state-owned
enterprises, enterprises in highly polluting industries, enterprises in regions with less openness to
the outside world, and enterprises with weaker external supervision and governance. The economic
impact test shows that good ESG performance not only directly promotes firms' core technological
innovation, but also indirectly improves innovation performance by increasing foreign ownership.
This paper demonstrates the positive role of ESG strategy in attracting foreign investment, and pro-
vides policy implications for China to further improve the construction of ESG system, promote the
use of foreign capital to improve quality and efficiency, and promote high-quality economic develop-
ment.

Key words: ESG Performance; Foreign Ownership; Attraction Effect; Information Asymmetry;

Technological Innovation
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