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Abstract: The economic consequences of ESG (Environmental, Social, Governance) have always been de-
bated between “stakeholder hypothesis” and “managerial self-interest hypothesis”. This paper analyzes the
economic consequences of ESG from the perspective of cost of equity capital, and the mechanism of action
is that the improvement of ESG performance can reduce inefficient investment behaviors and thus reduce
the cost of equity capital. Further analysis shows that this value effect is more obvious in areas with a high
degree of marketization and non-state-owned enterprises. This paper provides relevant evidence for enter-
prises to actively implement ESG activities, also provides theoretical support for the government to imple-
ment sustainable development.
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