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Environmental regulations, supply chain relationships, and green

technological innovation
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This paper examines the spillover effect of environmental regulations on
firms’ green technological innovation, from the perspective of supply chain
relationships. Analyzing data from Chinese listed companies, we find that
the average environmental regulatory pressure faced by the client firms of a
supplier firm enhances the green patent applications filed by the supplier
firm, indicating that environmental regulatory pressure from clients spills
over to suppliers. When the industries of suppliers are more competitive or
the proportion of their sales from the largest client is higher, suppliers feel
more pressured to engage in green innovation, resulting in more green
patent applications. Thus, via their negotiation power, client firms can
prompt supplier firms to innovate to meet their demand for green

technologies. Finally, we show that this effect is particularly pronounced
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when supplier firms are located in highly marketized regions, receive low

R&D government subsidies, or have high ESG ratings.
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