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ESG Performance, Market Power and Upgrading of Value Chain: Empirical
Evidence from Chinese A-share Listed Companies

LIAO Xuan

(Institute of Economics, Shanghai Academy of Social Sciences, Shanghai 200020, China; Shanghai Municipal Commerce
Development Research Center, Shanghai 200336, China)

Abstract: In the markets for the factors of production, enterprises rely on market power to gain competitive
advantages, thereby entering a stage of high-quality development or promoting the upgrading of value chain.
The paper attempts to explore the regulatory effect of ESG performance in the contest of enterprise market
power and the upgrading of value chain, and discuss its potential regulatory mechanism. Two-way fixed effects
model results show that ESG performance plays a certain role in market power on the upgrading of value chain
of enterprise, and there is a significant substitutive effect between ESG performance and market power. The
results show that ESG performance mainly affects the path of value chain upgrading by obtaining competitive
advantages through alleviating financing constraints and reducing supply chain concentration faced by
enterprises. At the enterprise level, especially listed companies, they should exert subjective initiative, increase
ESG investment, improve ESG performance, and promote the transformation of enterprises from existing
competitive paths to new ESG competitive paths; At the policy level, efforts should be made to accelerate the
smooth operation of the green financing system to relieve financing constraints, support the strengthening of ESG
management in the supply chain, and form a government driven and market driven ESG management system in
parallel. This will help enterprises gain more new competitive advantages by improving ESG performance and
achieve enterprise upgrading of value chain.

Keywords: ESG performance; market power; upgrading of value chain; financing constraints; supply chain
concentration
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