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Abstract

The report of the 20th CPC National Congress emphasizes “promoting green development” and
“accelerating the green transformation of the development mode”, which provides a fundamental guideline
for the concept of environmental, social and corporate governance (ESG) development of enterprises in the
process of high-quality development and China-style modernization. The concept of ESG development for
enterprises in the process of high-quality development and China-style modernization provides a
fundamental guideline and action guide. In the transformation process of China's economy from high-speed
growth to high quality, ESG has been given a dual mission: on the one hand, as a micro-implementation
mechanism to implement the “dual-carbon” goal and common prosperity strategy, ESG can force
enterprises to break through the path dependence of “low-cost competition” through internalization of
environmental costs and visualization of social benefits. On the other hand, in the context of building a new
development pattern, ESG has become a carrier of core competence for enterprises to obtain international
green financing (e.g. China-EU Common Classification of Sustainable Finance) and break through carbon
border barriers (e.g. EU CBAM). Therefore, from the perspective of strategic importance, it is imperative
for enterprises to improve their ESG performance, but due to the long-term and external nature of ESG
behavior, there are still many problems in the actual implementation. Promoting enterprises to fulfill their
ESG mission and improve their performance cannot be done without the strong promotion of their own
organizational authority. In China, up to 95.3% of listed companies operate as a group (Zhang Huili and Lu
Zhengfei, 2012), and their total revenue accounts for nearly 90% of GDP, which is the pillar of China's
economic development, but they often show the phenomenon of “set but not group”. Existing research
focuses on the economic consequences of ESG, such as analyzing the linear correlation between corporate
financial performance, financing costs and stock price volatility, but pays less attention to the possible
impact of decision-making power allocation within micro-enterprises, especially within the group, on
corporate ESG. Based on this perspective, this study can not only break the shackles of traditional ESG
research, which focuses on the results but not the process, but also provide a solution to optimize the rights
in the management process in order to solve the dilemma of “ESG system transplantation is not suitable to
the local environment” during the transition period in China.

In view of this, this dissertation takes the group enterprise decision-making power allocation as the
research entry point, takes the principal-agent theory, the information asymmetry theory, the transaction
cost theory, the internal capital market theory and the resource base theory as the basic theory, and firstly,



through the theoretical analysis and the empirical design, explores the relationship between the degree of
the enterprise group's decision-making power allocation and the enterprise's ESG performance, i.e.,
whether a high degree or a low degree of the concentration of the decision-making power allocation of the
enterprise group is more conducive to the improvement of the enterprise ESG performance. Is higher or
lower concentration of decision-making power allocation in enterprise groups more favorable to improve
the ESG performance of enterprises? Based on this important research question, with the research sample
of China's A-share listed companies in Shanghai and Shenzhen from 2010 to 2023, the study finds that: the
centralized allocation of decision-making power of enterprise groups can significantly improve the ESG
performance of enterprises, and the ESG performance of enterprises can be significantly improved after the
instrumental variable method, entropy balance matching and propensity score matching, Heckman
two-phase, placebo test, replacement of explanatory variables, lagged one-phase of decision-making power
allocation variables, control governance and other factors. allocation variables lagged by one period,
controlling for governance level factors, and a series of robustness tests, the conclusion remains intact. On
this basis, ESG performance is disaggregated into environmental, social and governance dimensions to
further examine whether the impact exerted by conglomerate decision-making power allocation varies
across dimensions, and how this role manifests itself under the different governance characteristics that
affect the degree of conglomerate decision-making power allocation (the power of majority shareholders'
oversight, the size of subsidiaries and the degree of asset-light operations). The study shows that a high
degree of group decision-making power concentration has an enhancing effect on all dimensions of
corporate ESG performance, and that stronger majority shareholder oversight, larger subsidiary size, and
lower degree of asset-light operations help to strengthen the ESG performance of firms with a high degree
of decision-making power concentration.

Subsequently, based on the basic impact of the allocation of decision-making power to enhance the
ESG performance of enterprises, the mechanism of its role is explored in depth. The results show that high
concentration allocation of decision-making power in enterprise groups can enhance corporate ESG
performance by reducing the level of capital utilization, increasing the level of net commercial credit, as
well as lowering the cost of debt financing to alleviate financing constraints, and improving investment
efficiency. Further, this thesis examines the moderating effects of micro corporate governance
characteristics (equity checks and balances, media attention), meso-industry factors (attributes of heavily
polluted industries, degree of industry competition), and external macro-environmental factors (strength of
environmental regulations, regional marketization) on the impact of centralized decision-making power
allocation on corporate ESG performance. The results show that a high degree of internal equity checks and

balances and a high degree of media attention can strengthen the effect of a high concentration of
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decision-making power on ESG performance; based on the meso-industry level test, it is found that a high
concentration of group decision-making power has a more positive effect on ESG performance when the
enterprise is in a heavily polluted industry and faces a high degree of competition in the industry; and the
study of external macro-factors reveals that stronger environmental regulation and a higher degree of
regional marketization have a more important impact on the ESG performance of the enterprise. The study
of external macro factors finds that stronger environmental regulation and higher regional marketization
strengthen the positive impact of high concentration of group decision-making power on corporate ESG.
Finally, the study of economic consequences based on business risk and firm value shows that the
enhancement effect of high concentration of group decision-making power on firms' ESG performance can
reduce business risk and promote value growth.

This study not only expands the perspectives of the existing research on ESG influencing factors, but
also provides corresponding experience and policy inspiration for accelerating the process of ESG
development, which has both theoretical value and practical significance. Specifically, in terms of
theoretical contribution, firstly, this thesis systematically integrates the theories of principal-agent theory,
transaction cost theory, resource base theory and internal capital market to construct the path of
“decision-making power allocation-resource synergy-ESG performance”, and finds that the centralization
of decision-making power in group companies reduces the agency cost by reducing the agency cost, and the
resource base theory and internal capital market. It is found that the centralization of corporate
decision-making power optimizes the efficiency of resource reallocation by reducing the information
asymmetry of agency costs and transaction costs, and ultimately achieves the synergy of
government-environment-governance performance, which provides a theoretical paradigm of cross-layer
integration for ESG research. Second, by exploring whether there are differences in this effect under
different group control characteristics, the thesis expands the connotation of group decision-making power
and the internal governance characteristics affecting its allocation, which helps to promote the in-depth
development of the theory of contingent governance in the field of ESG, and emphasizes that the design of
the governance structure needs to be dynamically adapted to the attributes of the organization. Third, the
conclusion of this thesis reveals that the focus of centralized decision-making power to improve ESG
performance lies in the optimization of corporate internal decision-making, which helps to expand the ESG
performance improvement mechanism from the macro system change to the micro level of corporate
resource allocation, and enriches the research related to governance structure and ESG behavior. Finally,
through the construction of a three-layer adjustment model of “micro corporate characteristics - meso
industry attributes - macro institutional environment”, it is confirmed that there are differences in the ESG

performance of the group's decision-making power allocation under different elements of internal
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governance, industry characteristics and regional economic characteristics. The model is a three-layer
model of “industry attributes-macro institutional environment”. This helps to expand the application of
institutional theory in the ESG field and reveal the boundary conditions of the influence of corporate
decision-making power allocation on ESG performance.

Relevance: First, the findings of this thesis provide theoretical support and empirical insights for the
government's attempts to increase ESG inputs through innovation of institutional mechanisms and
optimization of corporate governance. Based on the sample of group enterprises, this thesis shows that the
centralized allocation of decision-making power is conducive to the enhancement of corporate ESG
performance, so the government can further centralize the allocation of decision-making power at the level
of SOEs in order to optimize the efficiency of internal resource allocation and increase external ESG
performance. Second, at the level of specific policies or reform operations, the government should also
consider the impact of differences in the different control modes of enterprise groups (e.g., the supervision
power of major shareholders, the size of subsidiaries, and the degree of asset-light operations), and tailor its
control strategies to give full play to the positive effects of centralized decision-making power allocation in
enterprise groups. Again, this thesis finds that centralized decision-making power can enhance the ESG
performance of enterprises by optimizing their investment and financing policies, so the government can
also consider appropriate policy innovations in investment and financing (e.g., green finance, etc.) to
alleviate the resource constraints of enterprises and contribute to their overall ESG development. Finally,
the results of the three-layer adjustment model show that ESG performance as a corporate externality issue
needs to be promoted and governed by multiple stakeholders to maximize the ESG incentive effect of
centralized allocation of decision-making power, which can provide inspiration for the government to
introduce corresponding institutional optimization at the meso-industry level (e.g., implementation of
hierarchical classification at the industry level, etc.) and the macro-industry level (e.g., enhancement of the
level of marketization, etc.).

Key-words: Enterprise group; Decision-making power allocation; ESG performance; Agency behavior;
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