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Abstract

In the process of globalization, corporate social responsibility has gradually become a focal point of public concern, and corporate ESG performance has increasingly become one of the manifestations of a company's competitiveness.This paper is based onthe data of A-share listed companies in Shanghai and Shenzhen from 2006 to 2024, using a fixed effects model for empirical analysis to explore the multidimensional impact mechanism of corporate ESG performance on its outward foreign direct investment (OFDI). The study finds that corporate ESG performance significantly affects its OFDI; good ESG performance reduces investment risks, helps enhance corporate social recognition and brand value, lowers operational risks, and expands new markets, thereby improving the company's capital acquisition capability. Finally, this paper combines the research results to propose relevant policy recommendations from multiple aspects, such as strengthening the construction of the ESG management system, enhancing policy guidance and support, and improving the coordination of international ESG standards, providing references for companies to enhance their international competitiveness and achieve sustainable development.
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1. INTRODUCTION
In the context of deepening globalization and the widespread adoption of sustainable development concepts, corporate social responsibility has shifted from a marginal issue to a core element affecting corporate international competitiveness, with environmental, social, and governance (ESG) performance gradually becoming an important standard for measuring a company's sustainable development capability. In 2018, China's "Guidelines for the Governance of Listed Companies" first incorporated ESG requirements into the governance framework of listed companies, marking the entry of China's ESG system construction into a standardized phase. By 2025, with the continuous promotion of the "dual carbon" goals and the deepening of capital market reforms, the requirements for ESG information disclosure have been continuously strengthened. As of May 1, 2025, the number of listed companies in the A-share market disclosing ESG reports has reached 2,457, with a disclosure rate rising to 45.41%. ESG performance has become a key dimension in evaluating the comprehensive strength of listed companies. Meanwhile, Chinese enterprises are accelerating their "going out" efforts, with the scale of outward foreign direct investment (OFDI) continuously expanding. However, in the process of internationalization, companies face increasingly stringent international ESG regulations, community conflicts, and environmental compliance risks, making the impact of ESG performance on the success or failure of overseas investments more pronounced. In this context, exploring the relationship between corporate ESG performance and its OFDI has important theoretical value and practical significance.

From a theoretical perspective, existing research on the economic consequences of ESG has largely focused on domestic market dimensions such as corporate value, financing costs, and innovation capabilities (Trinh, 2026), while research on its impact on corporate internationalization behavior remains relatively weak. At the same time, studies on the influencing factors of OFDI have long been based on traditional factors such as macro-institutional environment, labor costs, and natural resource endowments (Kyrkilis & Pantelidis, 2003; Paul & Benito, 2018), with insufficient attention to ESG as an emerging non-financial factor. From a practical perspective, there have been numerous cases where Chinese enterprises have faced investment obstacles or even failures due to poor ESG performance during their "going out" process. How to enhance international competitiveness and reduce overseas investment risks by improving ESG performance has become a core issue in corporate internationalization strategies. Additionally, government departments urgently need relevant empirical evidence to improve the ESG policy system and guide enterprises in conducting high-quality outward foreign direct investment.

Although existing literature has conducted preliminary explorations of the relationship between ESG and international direct investment, there are still obvious shortcomings: First, there is a bias in research perspectives. Early studies have mainly focused on the impact of host country sovereign ESG levels on FDI inflows (Bannour & Abdelkawy, 2024; Qing et al., 2024), while research on how the ESG performance of home country enterprises affects their OFDI has started relatively late and lacks systematic causal identification and mechanism analysis (Wang et al., 2026). Second, the exploration of the mechanisms is not in-depth. Although existing research has explained the impact of ESG on OFDI from the perspectives of risk reduction and resource acquisition, empirical testing of the two core pathways—financing constraints and technological spillovers—remains insufficient, failing to clearly reveal the internal logic of how ESG affects OFDI. Third, the analysis of heterogeneity is not comprehensive enough. Existing studies have mostly focused on the moderating role of regional institutional environments, with insufficient exploration of the heterogeneity in micro dimensions such as enterprise property rights, technological attributes, and geographical locations, which cannot provide differentiated decision-making references for different types of enterprises. Fourth, the handling of endogeneity issues needs improvement. There may be a bidirectional causal relationship between ESG and OFDI, meaning that corporate OFDI can enhance its own ESG level through channels such as acquiring advanced management experience overseas and meeting international market compliance requirements (Zhou et al., 2025). Some studies have not adequately addressed this endogeneity issue, affecting the reliability of their conclusions. Therefore, exploring the relationship between multinational corporations' ESG performance and their OFDI has important theoretical value and practical significance.

In response to the above shortcomings, the marginal contributions of this paper are mainly reflected in the following three aspects: First, it expands the research scope of the economic consequences of ESG. This paper incorporates corporate ESG performance and its outward foreign direct investment (OFDI) behavior into a unified analytical framework, utilizing long panel data from Shanghai and Shenzhen A-share listed companies from 2006 to 2024 to systematically examine the impact of ESG on OFDI flow and investment frequency, providing empirical evidence from China on the relationship between ESG and corporate internationalization behavior. Second, it reveals the core transmission mechanism through which ESG affects OFDI. This paper empirically tests the intrinsic pathways through which ESG influences OFDI from the dimensions of financing constraints and technological spillovers, clearly elucidating the logical role of enhanced ESG performance in promoting OFDI expansion through alleviating financing constraints and enhancing technological innovation, thus addressing the shortcomings of existing mechanism research. Third, it enriches the dimensions of heterogeneity analysis. This paper conducts heterogeneity tests from three aspects: the nature of corporate ownership, technological attributes, and geographical location, revealing the differences in the impact of ESG on OFDI for different types of enterprises, providing a basis for enterprises to formulate differentiated ESG strategies and for governments to implement precise policy support. In addition, this paper addresses endogeneity and robustness issues through various methods such as instrumental variable approach, changing sample scope, and adjusting control variables, ensuring the reliability of the research conclusions.

2. Literature Review

2.1 RESEARCH ON THE ECONOMIC CONSEQUENCES OF ESG PERFORMANCE

The existing literature on the economic consequences of ESG performance mainly focuses on multiple dimensions such as corporate value creation, investment and financing behavior, innovation capability, and risk management, with corporate value being the most core research direction. Wang Bo and Yang Maojia (2022) used a sample of Chinese A-share listed companies from 2015 to 2019 to confirm that ESG performance significantly enhances both the book value and market value of enterprises, further revealing differentiated mechanisms: ESG promotes the increase in book value by reducing financing costs and achieves market value growth by enhancing market attention. This conclusion has been supported by a large number of subsequent studies, with Li Zhou and Wei Kai (2025) pointing out that the overall ESG performance and its three sub-dimensions—environmental, social, and governance—have a significant positive impact on the long-term value of enterprises, although the degree of impact of different rating agencies' scores on market value varies (Zhao Weidong and Huang Xiaodan, 2022).

In terms of investment and financing behavior, improvements in ESG performance can significantly reduce the debt financing costs and equity financing costs of enterprises, with this effect being more pronounced in companies with high-quality information disclosure (Qiu Muyaun and Yin Hong, 2019). Gao Jieying et al. (2021) found that ESG performance significantly enhances corporate investment efficiency by reducing agency costs and alleviating financing constraints, providing funding support for the expansionary investment activities of enterprises. In addition, ESG performance is closely related to corporate innovation investment; Mao and Kongkaew (2026) pointed out that ESG creates value by improving total factor productivity and R&D innovation investment, and good ESG practices can incentivize enterprises to increase their efforts in green technology innovation, forming a differentiated competitive advantage.

In terms of risk management and capital market response, ESG investment plays an important role in risk management and sustainable economic growth, with good ESG performance capable of reducing the tail risk and systemic risk of enterprises. Chen et al. (2022) found that the digital transformation of enterprises can improve the information environment of capital markets, while ESG information disclosure, as an important component of non-financial information, can significantly enhance the accuracy of analyst forecasts and reduce information asymmetry between investors and enterprises. Meanwhile, some studies have also explored the impact of external factors on corporate ESG performance, such as Zeng et al. (2024) confirming that the establishment of free trade pilot zones can significantly enhance corporate ESG performance, indicating that digital transformation and outward investment performance jointly have a positive impact on corporate ESG performance.

2.2 RESEARCH ON THE INFLUENCING FACTORS OF ENTERPRISES' FOREIGN DIRECT INVESTMENT

The driving factors of enterprises' foreign direct investment (OFDI) have always been a classic research topic in the field of international business. Existing literature has conducted systematic analyses from both macro-institutional environments and micro-enterprise characteristics. At the macro level, early studies mainly focused on traditional factors such as host country market size, labor costs, and natural resource endowments (Kyrkilis & Pantelidis, 2003). In recent years, factors such as institutional environment, trade openness, and sovereign ESG levels have gradually become research hotspots. Bannour and Abdelkawy (2024) found that sovereign ESG levels significantly promote foreign direct investment in a sample of Gulf Cooperation Council countries, and trade openness can amplify this effect. Research by Qing et al. (2024) indicates that climate change exposure at the enterprise level can inhibit its ability to attract foreign investment, while good ESG performance can mitigate this negative impact.

At the micro-enterprise level, financing constraints are a key factor limiting enterprises' foreign direct investment (Paul & Benito, 2018). The availability of funds directly determines whether enterprises can bear the high costs and risks of overseas investment. Technological capability and innovation levels are also important driving forces for enterprises to engage in OFDI. Enterprises with core technologies are more inclined to achieve technology output and market expansion through overseas investment. Additionally, Shi et al. (2017) pointed out that the vulnerability of the home country's institutions can drive enterprises to engage in foreign direct investment to avoid domestic institutional risks. Khurram et al. (2024) further found that digital transformation can significantly enhance enterprises' foreign investment performance, making digital capabilities a new advantage for enterprises in international operations.

It is noteworthy that some studies have begun to focus on the reverse impact of foreign direct investment on the enterprises themselves, forming a research context of "Internationalization - ESG." Zhou et al. (2025) empirically tested the impact of enterprise internationalization on ESG performance, finding that foreign direct investment can enhance enterprises' ESG levels through channels such as acquiring advanced management experience overseas and meeting international market compliance requirements. This indicates that there may be a bidirectional causal relationship between ESG and OFDI.

2.3 RESEARCH ON THE IMPACT OF ESG PERFORMANCE ON FOREIGN DIRECT INVESTMENT

Early research on the relationship between ESG and international direct investment mainly focused on the impact of host country ESG levels on incoming FDI, while studies on the impact of home country enterprises' own ESG performance on their OFDI started relatively late. In recent years, with the acceleration of Chinese enterprises' "going global" efforts, this topic has gradually gained attention in academia. Existing research generally confirms that ESG performance has a significant positive promoting effect on enterprises' OFDI. Wang et al. (2026) studied data from Chinese listed companies and found that good ESG performance can significantly enhance the scale and frequency of enterprises' foreign direct investment, and this conclusion remains valid after controlling for endogeneity issues. Guan et al. (2025) further pointed out that investor confidence plays an important mediating role in the process of ESG performance promoting OFDI. Enterprises with better ESG performance are more likely to gain the trust of international investors, thereby reducing overseas financing costs.

Regarding the mechanisms through which ESG affects OFDI, existing research mainly explains it from three perspectives: risk reduction, resource acquisition, and competitiveness enhancement. First, good ESG performance can reduce the environmental, social, and governance risks that enterprises face during overseas investment, minimizing conflicts with host country governments, communities, and stakeholders (Katsampoxakis et al., 2026). Second, ESG performance serves as an important signal of corporate credibility, helping enterprises obtain more financial support and policy benefits, thereby alleviating financing constraints (Gao et al., 2021). Finally, ESG practices can drive enterprises to engage in technological innovation, forming green technology advantages, thus gaining differentiated competitiveness in the international market.

In the field of heterogeneity research, Zhou Ze and Lei Ling (2023) found that the positive effect of ESG on OFDI is more significant in regions with improved rule of law and lower market segmentation. Feng et al. (2023) further explored the impact of ESG on bilateral FDI, confirming that ESG performance not only promotes enterprises' outward foreign direct investment but also enhances their ability to attract foreign capital. Additionally, some studies have found that the impact of ESG on OFDI is stage-dependent. Chang et al. (2026) pointed out that the effect of ESG performance on the resilience of OFDI exhibits differentiated characteristics at different stages of development. However, existing research on heterogeneity is still insufficiently in-depth, especially in the analysis of differences in dimensions such as enterprise property rights, technological attributes, and geographical location.

2.4 RESEARCH REVIEW AND CONTRIBUTIONS 

Although existing literature has extensively studied the economic consequences of ESG performance and the influencing factors of OFDI, there are still some shortcomings: First, research on the relationship between ESG and international direct investment mainly focuses on the impact of host country ESG on FDI inflows, while studies on how the ESG performance of home country enterprises affects their OFDI are relatively scarce, lacking in-depth systematic analysis of the causal relationship and mechanisms between the two. Second, existing research on the impact of ESG on OFDI often emphasizes the examination of overall effects, with insufficient analysis of heterogeneity, failing to fully reveal the differences in how ESG affects OFDI among different types of enterprises.

In response to the shortcomings of existing research, the marginal contributions of this paper are mainly reflected in the following aspects: First, it expands the research boundaries of the economic consequences of ESG by incorporating corporate ESG performance and their outward foreign direct investment behavior into the same analytical framework, systematically exploring the multidimensional impact of ESG on OFDI, thus filling the gaps in existing research and providing a more adequate theoretical basis for Chinese enterprises to "go global." Second, it reveals two core mechanisms of "relieving financing constraints" and "technology spillover effects," clearly elucidating the internal pathways through which ESG performance affects enterprises' OFDI, providing a theoretical basis for enterprises to formulate ESG strategies and internationalization strategies. Of course, this research still has certain limitations: First, it does not distinguish the differentiated impacts of the three sub-dimensions of environment, society, and governance on OFDI, failing to reveal which dimension of ESG performance has a more significant promoting effect on enterprises' OFDI. Furthermore, it does not consider the moderating effects of external factors such as host country ESG regulatory intensity, cultural differences, and investment motivations; future research could further explore how these factors influence the relationship between ESG and OFDI.

3. Research Hypothesis

3.1 THE DIRECT TRANSMISSION MECHANISM OF CORPORATE ESG PERFORMANCE ON ITS OFDI

In the globalized market, ESG has become an important non-financial indicator for international investors, host country governments, and consumers to evaluate enterprises. It not only reflects the sustainable development capabilities of enterprises but also conveys their risk management levels and sense of social responsibility (Wang et al., 2026). Good ESG performance can directly promote enterprises' outward foreign direct investment from multiple dimensions: First, from the perspective of risk management, ESG practices encompass various aspects such as environmental compliance, labor rights protection, and the improvement of corporate governance structures, helping enterprises to identify and avoid various risks they may face in overseas investments, such as environmental penalties, community conflicts, and governance failures, thereby reducing the probability of investment failure (Katsampoxakis et al., 2026). Second, from the perspective of market access, with the increasing global awareness of ESG, more and more host countries regard ESG performance as an important consideration for foreign capital access. Some countries have even introduced mandatory disclosure requirements for foreign enterprises' ESG performance. Enterprises with excellent ESG performance are more likely to obtain approval from host country governments and recognition from local communities, effectively lowering the invisible institutional barriers and transaction costs of entering new markets (Guan et al., 2025). Finally, from the perspective of brand value, actively fulfilling ESG responsibilities can enhance the international brand image and social reputation of enterprises, increasing the international competitiveness of their products and services, thus laying a solid market foundation for enterprises to expand into overseas markets. At the same time, a sound corporate governance system can improve the efficiency of internal decision-making and risk management capabilities, ensuring the scientific and rational nature of outward foreign direct investment decisions. 

Based on this theoretical logic, research hypothesis H1 is proposed: The ESG performance of enterprises has a significant promoting effect on their OFDI.

3.2 THE INDIRECT TRANSMISSION PATH OF ENTERPRISE ESG PERFORMANCE ON ITS OFDI

3.2.1 Financing constraint path

Foreign direct investment is characterized by long investment cycles, large capital requirements, and high risk levels, making capital availability a key bottleneck restricting enterprises from conducting OFDI (Paul & Benito, 2018). The improvement of ESG performance can effectively alleviate enterprises' financing constraints through signaling effects and market preference effects: on one hand, ESG performance can lower financing costs by reducing the risk level of enterprises. Research based on a global sample of enterprises has found that improvements in overall ESG performance can significantly reduce their debt financing costs, and this effect is more pronounced during periods of high economic uncertainty. The underlying logic is that good ESG practices can reduce operational and financial risks, signaling to creditors that the enterprise is stable and has strong long-term debt repayment capabilities, thereby obtaining lower loan rates and more favorable credit conditions (Trinh, 2026); on the other hand, with the rapid growth of global ESG investment, more international investors are using ESG performance as an important basis for investment decisions. Enterprises with excellent ESG performance are more likely to attract international capital, providing ample financial support for their overseas investments. The alleviation of financing constraints allows enterprises to invest more funds into foreign direct investment activities, expanding investment scale and increasing investment frequency. 

Based on this, the second research hypothesis H2 is proposed:The improvement of enterprise ESG performance promotes the increase of its OFDI by alleviating financing constraints.

3.2.2 Innovation level path

Technological innovation is a core element for enterprises to build international competitive advantages and is also an important driving force for enterprises' foreign direct investment. The concept of ESG is inherently synergistic with enterprise innovation development, promoting technological innovation from multiple dimensions: on one hand, ESG requirements in the environmental dimension compel enterprises to increase investment in green technology research and development, driving the green upgrade of production processes and products, thus forming unique green technology advantages; on the other hand, a sound corporate governance system can optimize the allocation of innovation resources, improve the conversion efficiency of R&D investment, while fulfilling social responsibilities can enhance the enterprise's employer brand image, attracting more outstanding innovative talents and providing human capital support for technological innovation. The improvement of enterprise innovation levels will generate significant technological spillover effects, enabling them to enter international markets through technology output, technology cooperation, etc., while also creating conditions for enterprises to establish R&D centers in host countries and obtain reverse technology spillovers, further promoting the expansion of foreign direct investment (Khurram et al., 2024). Governance and social dimension ESG practices can enhance the innovation efficiency of enterprises. A sound corporate governance system can optimize the allocation of innovation resources, reduce agency problems in the R&D process, and improve the conversion efficiency of R&D investment; actively fulfilling social responsibilities can enhance the enterprise's employer brand image, attracting more outstanding innovative talents and providing solid human capital support for technological innovation (Wang et al., 2026). 

Accordingly,the third research hypothesis H3 is proposed:The technological spillover of enterprises plays a mediating role in the process of ESG performance promoting their OFDI.

4. Research Methods and Data Description 

4.1 MODEL CONSTRUCTION

Based on the assumptions mentioned earlier, and referencing Liu Liya and He Yanlin et al. (2015), this paper establishes the following econometric model for empirical testing:

          （1）

          （2）

Where i represents the enterprise and t represents the year.The explained variable is a dummy variable for the foreign direct investment of enterprises, assigned a value of 0 if there is no investment;  is a dummy variable for the number of foreign direct investment occurrences by the enterprise.represent a series of control variables,  represents individual fixed effects,  represents time fixed effects, and  is the constant term, representing other unobservable factors.

4.2 VARIABLE DESCRIPTION

4.2.1 Explained Variable.

This paper establishes a dummy variable for the foreign direct investment of listed companies based on the research of Liu Liya, He Yanlin, and others (2015): whether to engage in OFDI (measured in RMB). If engaged, the OFDI flow is taken and its logarithm is used for measurement (to eliminate dimensional effects); if not engaged, it is assigned a value of 0. The number of foreign direct investment occurrences is measured by the number of times the listed company engaged in foreign direct investment in that year.

4.2.2 Explanatory Variable.

The Bloomberg ESG rating adopts a bottom-up, model-driven approach, with data sourced widely, possessing certain representativeness and authority. Therefore, this paper selects the Bloomberg ESG Index as the indicator. The score ranges from 0 to 100, and the scores are logarithmically processed; a higher score indicates better ESG performance of the enterprise.

4.2.3 Control Variables.

To mitigate endogeneity bias caused by omitted variables, control variables that may affect the ESG performance of enterprises have been included in the model. These include: debt-to-asset ratio (DA), cash ratio (CR), firm age (FA), return on investment (ROI), whether it is a high-tech industry (HTI), management expenses (G&A), return on equity (ROE), and price-to-earnings ratio (PE).

4.3 DATA SOURCE

Select data from A-share listed companies in Shanghai and Shenzhen from 2006 to 2024 as samples. The processing of the sample companies includes: (1) Deleting samples from the financial and insurance industries. (2) Deleting samples marked as ST and *ST. (3) Deleting samples with missing control variables at the enterprise level. The enterprise-level data mainly comes from the Wind database. Considering the interference of outliers on the estimation results, a two-sided 1% winsorization is applied to all variables.

5. Empirical Results Analysis & DISCUSSION

5.1 Benchmark Regression ANALYSIS

Table 1 shows the estimation results of the regression model. The results indicate that the ESG performance of multinational companies has a significant positive impact on both OFDI flow and the number of OFDI occurrences. Columns (1) and (3) present the regression results without control variables, showing coefficients of 3.343 and 0.895, both significantly positive at the 1% level. Columns (2) and (4) include control variables, and the regression coefficients remain significantly positive and maintain significance at the 1% level, indicating that the ESG performance of multinational companies significantly affects their OFDI.

A further comparison of the regression results for different dependent variables reveals that the impact coefficient of ESG performance on OFDI flow (4.078 after including control variables) is significantly larger than that on OFDI frequency (0.905 after including control variables), and this coefficient difference carries important economic implications. OFDI frequency reflects the number of times a firm conducts OFDI, representing the breadth of its internationalization layout; while OFDI flow reflects the scale of a firm's single OFDI project, representing the depth of its internationalization layout. The above results indicate that ESG performance can not only drive multinational corporations to increase the frequency of OFDI and expand their global market coverage, but also significantly boost the scale of their single OFDI projects, supporting them to carry out deeper industrial layout and resource integration in host countries. The underlying reason for this phenomenon is that large-scale OFDI is often accompanied by higher political risks, market risks and longer investment payback periods, which impose higher requirements on firms' risk-bearing capacity, financial strength and the level of trust they receive from host countries. Firms with excellent ESG performance, by virtue of their lower systemic risks, stronger financing capacity and better reputational foundation, are more capable of bearing the risks of large-scale investments and more likely to gain recognition from host country governments and markets, thereby enabling them to conduct larger-scale greenfield investments and cross-border mergers and acquisitions.

Table 1: Benchmark Regression Results
	Variable
	(1)
	(2)
	(3)
	(4)

	
	OFDI
	OFDI
	OFDI_F
	OFDI_F

	ESG
	3.343***
	4.078***
	0.895***
	0.905***  

	
	(1.050)
	(1.181)
	(0.202)
	(0.231)

	DA
	
	1.834**
	
	0.219*  

	
	
	(0.734)
	
	(0.123)

	CR
	
	0.234**
	
	0.0158 

	
	
	(0.0989)
	
	(0.0165)

	FA
	
	-1.871***
	
	-0.572***

	
	
	(0.808)
	
	(0.151)

	ROI
	
	0.0462
	
	0.00432

	
	
	(0.0413)
	
	(0.00661)

	HTI
	
	1.072***
	
	0.00356

	
	
	(0.445)
	
	(0.0739)

	GA
	
	0.669***
	
	0.0669***

	
	
	(0.148)
	
	(0.0247)

	ROE
	
	-3.586***
	
	-0.331

	
	
	(1.280)
	
	(0.224)

	PE
	
	0.0573     
	
	-0.00801

	
	
	(0.100)
	
	(0.0172)

	Individual FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Observations
	13167
	11,160
	13167
	11,160

	R2
	0.565
	0.564
	0.532
	0.530


*Note: ① *, **, *** represent significance at the 10%, 5%, and 1% levels, respectively; The same applies below. ② The values in parentheses are the robust standard errors of the estimated coefficients, as in the table below.③ This paper conducted a Hausman test for the selection of random effects and fixed effects models, obtaining a statistic value of 64.30, with a corresponding P-value of 0.000, thus rejecting the null hypothesis and supporting the fixed effects model.

5.2 Robustness Test

5.2.1 OLS with clustered robust standard errors.

In order to make the standard error estimation of the regression coefficients more accurate and ensure the reliability of the hypothesis testing results, this paper treats enterprises as clustering variables. By using clustered robust standard errors, it adjusts for the error correlation within the same cluster, making the estimation of standard errors more accurate and reducing the impact of model specification bias on the results. The regression results show that the ESG coefficient remains significant at the 5% level, thus making the conclusions of this study more persuasive.

5.2.2 Change the sample range.

In 2012, China incorporated ecological civilization construction into the overall layout of the "Five-in-One" strategy, and since then, green development has increasingly become a hot topic of widespread social concern.At the beginning of 2020, the COVID-19 pandemic broke out. Considering the potential impact of multiple factors on sample errors, data from the years 2012—2019was used for a new regression analysis to conduct robustness tests.The coefficient of ESG remained significantly positive, further indicating that the benchmark regression results are reliable.

5.2.3 Adjust control variables.

Referring to the research by Li Wei and Guan Xiaoxiao (2025), Tobin's Q and the shareholding ratio of the largest shareholder were added as control variables for another benchmark regression analysis to verify robustness. The results showed that both the flow of OFDI and the number of OFDI instances remained significant at the 1% level, further demonstrating the promoting effect of corporate ESG performance on OFDI.

Table 2: Robustness test results
	Variable
	Cluster Robust Standard Errors of OLS
	Change Sample Range
	Adjust Control Variables

	
	(1)OFDI	
	(2)OFDI_F
	(1)OFDI	
	(2)OFDI_F
	(1)OFDI	
	(2)OFDI_F

	ESG
	4.078**
	0.905**
	3.879**
	0.606**
	3.227***
	0.860***

	
	(1.836)
	（0.396）
	（1.915）
	（0.305）
	(1.082)
	(0.211)

	Control Variables
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Individual FE
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Observations
	11217
	11217
	6559
	6559
	12521
	12521

	R2
	0.616
	0.586
	0.595
	0.542
	0.565
	0.536



5.2.4 Endogeneity Test.

First, although it has been verified that better ESG performance of enterprises promotes their outward foreign direct investment (OFDI), when enterprises invest overseas, they acquire advanced technologies and management experiences from abroad, which in turn can enhance their ESG performance. Therefore, there may be a reverse causal relationship between the core explanatory variable and the explained variable in this paper. Secondly, considering that there may be variables in the model that simultaneously affect both the ESG performance of enterprises and outward foreign direct investment, and that omitted variables can affect the consistency of estimation results, this paper will select instrumental variables to address the endogeneity issue.

Referring to the research by Xuan Ye and Li Yang (2025), this paper uses the number of years since a company went public as an instrumental variable. The ESG responsibilities that listed companies must bear span the entire process from establishment to dissolution, and the number of years since going public is unrelated to the ESG performance of the enterprise. Therefore, selecting the number of years since going public as an instrumental variable is reasonable. Table 3 employs the two-stage least squares method (2SLS) for instrumental variable regression, with column (1) showing the regression results for OFDI and column (2) showing the regression results for OFDI_F, both of which remain significant, further indicating that corporate ESG has a positive promoting effect on outward foreign direct investment, verifying the robustness of the fixed effects regression mentioned earlier. From the test results in Table 3, the Anderson canonical correlation LM statistic is significant, passing the identification test, which means there is a significant correlation between the instrumental variable and the endogenous explanatory variable, and the instrumental variable can effectively identify the model without identification deficiency. The Cragg-Donald Wald F values are 20.728 and 28.837, far exceeding the critical F value of 16.38 provided by the Stock-Yogo weak instrument test at the 10% distortion level, passing the weak instrument test and providing sufficient explanatory power for the endogenous explanatory variable. This indicates that the selected instrumental variable in the instrumental variable regression is appropriate and can effectively address the endogeneity issue.

Secondly, the results of the Hausman Test show that the p-value is 0.9903, which is much greater than 0.05, so we cannot reject the null hypothesis at the 0.05 significance level. The result of the Durbin-Wu-Hausman test shows that the p-value is 0.0889, which is greater than 0.05, so we cannot reject the null hypothesis at the 0.05 significance level. This means that under the current model and sample data, there is not enough evidence to indicate the presence of an endogeneity issue.

Table 3: Endogeneity Treatment Results
	Variable
	(1)
	(2)

	
	OFDI
	OFDI_F

	ESG
	76.828**
	0.586***

	
	(38.463)
	(0.227)

	Anderson canon. corr. LM
	20.722
	28.798

	
	[0.000]
	[0.000]

	Cragg-Donald Wald F
	20.728
	28.837

	
	{16.38}
	{16.38}

	Control Variables
	Yes
	Yes

	Individual FE
	Yes
	Yes

	Year FE
	Yes
	Yes

	Observations
	12104
	13,400

	R2
	0.0096
	0.0098


*Note: The values in [] are the p-values of the statistics, and the values in {} are the critical values at the 10% level of the Stock-Yogo test.
5.4 Heterogeneity Test

5.4.1 Whether State-Owned Enterprise.

The coefficients for state-owned enterprises are -0.460 and 0.332, both not significant, indicating that ESG performance has no significant impact on the OFDI flow and frequency of state-owned enterprises. This is because the internationalization decisions of state-owned enterprises rely more on policy guidance or government resources, and the market signaling effect of ESG disclosure is relatively weak. Moreover, state-owned enterprises are generally subject to stricter environmental regulations, and their disclosure behavior has become normalized, resulting in insufficient marginal effects. In contrast, the coefficients for non-state-owned enterprises are 7.630 and 0.793, both significantly positive, reflecting that ESG performance promotes the OFDI flow and frequency of non-state-owned enterprises. Non-state-owned enterprises operate through market mechanisms, and better ESG performance can help them obtain green financing, reduce financing costs and investment risks, enhance their corporate image, and gain the trust of international investors.


5.4.2 Whether High-Tech Enterprises.

High-tech enterprises show a significant positive correlation with OFDI flow and frequency at the 10% and 5% levels, respectively. Overseas investments by high-tech enterprises often involve technology-intensive fields, where host countries generally have higher ESG standards. Furthermore, the ESG practices of high-tech enterprises can strengthen technological barriers and create differentiated competitiveness. For example, Huawei enhances its recognition in the European market by combining 5G technology with carbon neutrality goals. ESG has no promoting effect on the OFDI of non-high-tech enterprises, or may even have a slight negative impact.This is because their OFDI is often cost-driven, and ESG investments may increase short-term costs, weakening investment returns. Non-high-tech enterprises often invest in emerging markets with lower ESG standards, where local policies impose less stringent constraints on ESG, leading to a limited impact of ESG on investment decisions.

5.4.3 Whether it is a coastal province.

The coastal provinces have a higher degree of openness, and the agglomeration effect of enterprises is more pronounced. Logically, the situation of OFDI (Outward Foreign Direct Investment) should be more advantageous. The regression results also confirm this conclusion, with the coefficients for coastal areas being 8.305 and 7.476, both significant at the 1% level, while in non-coastal areas, they are not significant. This is mainly due to the difference in the degree of economic openness, as the export-oriented economy in coastal areas clearly supports enterprises' overseas expansion.In places like Shenzhen and Shanghai Lingang, special economic zones, free trade zones, and open pilot zones have been established, allowing enterprises to enjoy more favorable tax incentives and other policy supports, which also strengthens their motivation for outward direct investment.

Table 4: Heterogeneity Test Results: State-Owned Enterprises
	Variable
	OFDI
	OFDI_F

	
	(1) State-Owned Enterprises	
	(2) Non-State-Owned Enterprises
	(3) State-Owned Enterprises	
	(4) Non-State-Owned Enterprises

	ESG
	-0.460
	7.630***
	0.332
	0.793**

	
	(1.447)
	（2.139）
	（0.258）
	（0.364）

	Control Variables
	Yes
	Yes
	Yes
	Yes

	Individual FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Observations
	6076
	4433
	5803
	3988

	R2
	0.092
	0.049
	0.090
	0.046



Table 5: Heterogeneity Test Results: High-tech Enterprises
	Variable
	OFDI
	OFDI_F

	
	(1) High-tech
	(2) Non-high-tech
	(3) High-tech
	(4) Non-high-tech

	ESG
	2.685*
	0.305
	0.564**
	-0.690*

	
	(1.368)
	(2.367)
	(0.232)
	(0.394)

	Control Variables
	Yes
	Yes
	Yes
	Yes

	Individual FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Observations
	3028
	8189
	3028
	8189

	R2
	0.053
	0.057
	0.064
	0.057



Table 6: Heterogeneity Test Results: Coastal Enterprises
	Variable
	OFDI
	OFDI_F

	
	(1) Coastal
	(2) Non-coastal
	(3) Coastal
	(4) Non-coastal

	ESG
	7.476***
	-1.780
	1.373***
	-0.733***

	
	(1.671)
	(1.628)
	(0.292)
	(0.256)

	Control Variables
	Yes
	Yes
	Yes
	Yes

	Individual FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Observations
	6169
	5048
	6169
	5048

	R2
	0.059
	0.079
	0.078
	0.062



5.4 Heterogeneity Test

The existing literature has provided a solid theoretical foundation for the aforementioned transmission paths. Specifically, regarding the impact of financing constraints on enterprises' outward foreign direct investment (OFDI), Yin Lijuan et al. (2026) pointed out that financing constraints are a key factor limiting enterprises' ability to engage in OFDI. Financial regulatory policies significantly suppress the scale of OFDI for enterprises with a high degree of financialization by exacerbating financing constraints, and this suppression effect is more pronounced in non-state-owned enterprises and those with lower operating cash flow levels. Qu Tianyou et al. (2025) found that improvements in both internal and external financing capabilities not only increase the probability of OFDI decision-making but also significantly expand the scale and breadth of investment. The alleviation of financing constraints provides necessary financial support for enterprises' overseas expansion. In terms of innovation levels, Liu Zhizhong et al. (2026) indicated that strengthening the technological advantages of overseas investment is a core driving force for enterprises to engage in OFDI. The competitive advantages brought by technological innovation can help enterprises enter international markets through technology output and cooperation, while also creating conditions for establishing R&D centers in host countries and obtaining reverse technology spillovers.

Based on the theoretical analysis above, this paper will reveal the mechanisms of action from two aspects: enterprises' financing constraints and innovation levels. To this end, this paper references Jiang Ting's (2022) research and sets the following model:

          （3）

Where  is the mediating variable, representing financing constraints (SA) and innovation levels (Patent), respectively. The meanings and measurement methods of the other variables are consistent with those in model (1) and will not be elaborated on here.

5.4.1 Relaxing financing constraints.

For enterprises planning to expand overseas, funding is one of the key factors limiting their ability to engage in OFDI. To verify this, this paper will use the SA index as a proxy variable for financing constraints in the regression analysis. The regression results are shown in column (1) of Table 7, where the coefficient of ESG is -0.274, which is significantly negative at the 1% significance level, indicating that the improvement in enterprises' ESG performance promotes an increase in OFDI by alleviating financing constraints (lowering the SA index).The enhancement of ESG significantly strengthens the market competitiveness of enterprises, and enterprises with strong market competitiveness are often viewed as having higher growth potential and lower investment risks, making it easier for them to attract the attention of financial institutions and investors.

5.4.2 Technological spillover effects.

To explore whether the external output of enterprise technology affects its OFDI decision-making, this paper uses the number of invention authorizations to measure the spillover effects of innovative technology. From the results of the mechanism test, the coefficient is 1.323, which is significantly positively correlated at the 1% level, indicating that the technological spillover of enterprises indeed plays a mediating role in promoting their OFDI through ESG performance.

After the Bootstrap test, the z-value of the SA index is 14.72, and the p-value is 0.000. The z-value of invention authorization is 4.86, and the p-value is 0.000, both of which are less than the common significance level (e.g., 0.05), indicating that the mediating effect is statistically significant. In other words, the ESG performance of enterprises affects their financing constraints and technological innovation, thereby bringing about technological spillover effects, which in turn have a significant impact on OFDI.

Table 7: Robustness Test
	Variable
	SA
	Patent

	ESG
	-0.274***
	1.323***

	
	(0.0129)
	 (0.0372)

	Control Variables
	Yes
	Yes

	Individual FE
	Yes
	Yes

	Year FE
	Yes
	Yes

	Observations
	11160
	12368

	R2
	0.9539
	0.0343



6. Research Conclusions and Policy Recommendations

Based on the above conclusions, the following policy recommendations are proposed:

First, establish the "framework" of the ESG management system: It is necessary to clarify the responsibilities of various departments and positions in promoting ESG work, viewing ESG as a "tool" for enhancing competitiveness rather than merely a cost burden. In particular, small and medium-sized enterprises and traditional industries should actively learn from and draw on the experiences of leading ESG companies, integrating ESG concepts into their development strategies. Incorporate ESG concepts into the interaction model between corporate development and stakeholders, and establish a reward and punishment assessment system that integrates ESG.An effective governance mechanism can improve the decision-making efficiency and risk management capabilities of enterprises, ensuring the scientific and rational nature of investment decisions.

Second, efforts should be made in ESG information disclosure: Companies should follow relevant standards and guidelines to ensure that the disclosed information is true, accurate, and complete. Collaborating with third-party verification agencies can add a "safety lock" to the credibility of ESG reports, enhancing the trust of investors and other stakeholders in the company.Investment in social responsibility by companies can promote harmonious coexistence with the host country community, laying a foundation for the long-term development of the company.

Third, increase investment in green technology innovation: Utilize technological innovation to optimize ESG performance and enhance core competitiveness. Investment and innovation in green technology can not only help companies build a good image in the environmental protection field but also open the door to international markets through technology export and cooperation.Leverage technological advantages to promote foreign direct investment, transfer advanced technology overseas, or establish R&D centers in the host country to gain reverse technology spillovers.

Forth, the government should play a "conducting role": Formulate and improve relevant policies and regulations, incorporating ESG evaluation factors into the approval of foreign investment, tax incentives, and financial subsidies. Provide more policy support and incentives to companies with excellent ESG performance, guiding them to actively engage in foreign direct investment.

Finally, "Unified planning" of ESG disclosure standards: Integrate the requirements of the Securities Regulatory Commission, exchanges, industry associations, and other parties to construct a unified and standardized ESG disclosure standard. At the same time, actively promote the alignment of domestic standards with international guidelines (such as GRI, TCFD) to enhance the transparency and comparability of domestic companies in the international market. Shift ESG information disclosure from the realm of corporate social responsibility to the field of securities regulation, transitioning from "voluntary disclosure" to a combined model of "mandatory + voluntary."

In summary, this article systematically examines the impact and mechanism of corporate ESG performance on OFDI based on data from A-share listed companies in Shanghai and Shenzhen from 2006 to 2024. However, there are still core limitations: first, it only uses Bloomberg's comprehensive ESG score without breaking down the environmental, social, and governance sub-dimensions, which cannot reveal the differentiated effects of each dimension on OFDI; second, it only measures OFDI in terms of flow and frequency, without addressing investment performance, investment models, location choices, and other quality and structural characteristics; third, it only verifies two mechanisms: financing constraints and technology spillovers, without considering paths such as brand value and supply chain resilience, nor including key heterogeneous factors like host country ESG regulation and institutional quality; fourth, the sample only covers listed companies, limiting the external validity of the conclusions. To address these shortcomings, future research can deepen in four aspects: first, subdivide ESG sub-dimensions and conduct comparative analysis of their impact intensity and mechanism differences on different types of OFDI; second, expand the measurement dimensions of OFDI, focusing on exploring the impact of ESG on the quality and structure of overseas investments; third, improve mechanism and heterogeneity analysis by incorporating host country characteristics and the moderating effects of external policies; fourth, use mandatory ESG disclosure policies as quasi-natural experiments, applying the difference-in-differences method to optimize causal identification, while expanding the sample to non-listed companies and exploring cutting-edge topics such as ESG and OFDI resilience, green OFDI, etc., to provide more comprehensive theoretical support for corporate internationalization.
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