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How Do ESG Practices Drive Green Technology Innovation?

Empirical Evidence from Listed Manufacturing Companies in China

WANG Yange, WANG Huilong

(School of Economics and Management, Shaoxing Institute of Technology, Shaoxing 312000, China)

Abstract: Against the backdrop of ecological civilization construction and the “dual-carbon” goal, green technology innovation (GTI) has
become a key driver of sustainable manufacturing. Using panel data from A-share listed manufacturing companies from 2012 to 2023, the path
and internal mechanisms of green GTI driven by corporate environment, social and governance (ESG) performance was examined. The results
are as follows. Corporate ESG performance significantly facilitates GTI, a finding that holds up after a series of robustness tests. ESG
performance drives GTI by optimizing executive incentives, including compensation and promotion incentives. The level of digital finance
development significantly moderates the positive relationship between ESG performance and GTI. Heterogeneity analysis reveals that the
facilitating effect is more significant in samples of state-owned and larger enterprises. This study expands the research dimension of the
economic consequences of ESG and provides policymakers with empirical evidence to improve the green innovation system and helps enterprises
build ESG governance mechanisms. To give full play to the role of ESG practices in promoting green technological innovation, it is
recommended that enterprises build ESG-oriented innovation incentive mechanisms, implement differentiated ESG enhancement strategies and
improve the ESG information disclosure system.

Keywords: ESG performance; green technology innovation; executive incentives; digital finance
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