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Against the backdrop of globalisation and escalating environmental challenges, governments
and enterprises are increasingly turning to Environmental, Social, and Governance (ESG)
practices as a means of balancing economic growth with sustainable development. ESG
encompasses environmental protection, social responsibility, and corporate governance. As the
concept of sustainability continues to gain traction, ESG performance has increasingly become
a critical indicator of corporate competitiveness. Accordingly, the primary objective of this
study is to examine the impact of the various dimensions of ESG performance on corporate
competitiveness, with a particular focus on the mediating role of green innovation. The study
further explores the moderating effect of environmental regulation on the relationship between
ESG performance and green innovation. The sample comprises non-financial listed companies
in China. The empirical models include Pooled Ordinary Least Squares (POLS), Fixed Effect
Model (FEM), and Random Effect Model (REM), with robustness checks conducted using the
two-step System Generalised Method of Moments (GMM) estimation. The findings reveal that
both environmental and social performance positively contribute to corporate competitiveness,
primarily by promoting green innovation. In contrast, governance performance is found to have
a detrimental effect on competitiveness. Furthermore, the results indicate that environmental
regulation significantly moderates the relationship between ESG performance and green
innovation. The key policy implication of this research is that firms should prioritise
improvements in environmental and social performance while mitigating the adverse effects of
governance practices on competitiveness. Simultaneously, policymakers should enhance the
ESG regulatory framework and strengthen the enforcement of environmental regulations.
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