West Science Economic and Entrepreneurship

Vol. 4, No. 02, May 2026, pp. 378~389

ESG Strategies and Innovation Capabilities in Strengthening
Corporate Performance in Indonesian Public Companies

Meiske Wenno?, Rani Eka Arini? Dila Padila Nurhasanah?

1Universitas Pattimura
23 Universitas Nusa Putra

Article Info

ABSTRACT

Article history:

Received May, 2026
Revised May, 2026
Accepted May, 2026

Keywords:

ESG Strategies

Innovation Capabilities
Corporate Performance
Sustainability

Indonesian Public Companies

This study examines the influence of Environmental, Social, and
Governance (ESG) strategies and innovation capabilities on corporate
performance among Indonesian public companies. The increasing
emphasis on sustainability and innovation has encouraged
organizations to adopt responsible business practices while
continuously enhancing their capacity to develop new products,
services, and processes. This research employs a quantitative approach
using a survey method. Data were collected from 125 respondents
representing managerial and professional employees working in
Indonesian public companies. The variables were measured using a
five-point Likert scale, and data were analyzed using Statistical
Package for the Social Sciences (SPSS) version 25. The analytical
procedures included descriptive statistics, validity and reliability
testing, classical assumption testing, multiple regression analysis, and
hypothesis testing. The findings reveal that ESG strategies have a
positive and significant effect on corporate performance, indicating
that organizations implementing stronger environmental, social, and
governance practices tend to achieve superior performance outcomes.
Innovation capabilities also demonstrate a positive and significant
effect on corporate performance, suggesting that firms with greater
innovation capacity are more capable of improving competitiveness
and organizational effectiveness. Furthermore, ESG strategies and
innovation capabilities simultaneously exert a significant influence on
corporate performance, explaining 47.3% of the variance in
performance. The results suggest that sustainability-oriented strategies
and innovation capabilities function as complementary strategic
resources that enhance long-term organizational success. This study
contributes to the literature on sustainability and strategic
management by providing empirical evidence from Indonesian public
companies and offers practical implications for managers seeking to
strengthen corporate performance through integrated ESG and
innovation initiatives.
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1. INTRODUCTION

The contemporary
environment has undergone profound
transformation as stakeholders increasingly
demand that firms balance economic
objectives  with  broader social and
environmental responsibilities. Investors,
regulators, customers, employees, and
communities are no longer concerned solely
with financial outcomes but also with how
organizations manage environmental, social,
and governance (ESG) issues [1], [2].
Consequently, ESG strategies have evolved
from voluntary corporate initiatives into
critical components of strategic management
and long-term value creation. Organizations
are expected to demonstrate responsible
environmental stewardship, social
accountability, and transparent governance
practices to maintain legitimacy, attract
investment, and sustain = competitive
advantage in increasingly complex and
uncertain markets [3], [4]. The growing
emphasis on sustainability has further
elevated ESG considerations as key indicators
of corporate resilience and organizational
quality.

The increasing importance of ESG has
been reinforced by global sustainability

business

frameworks, including the United Nations
Sustainable Development Goals (SDGs),
climate-related regulations, and rising
stakeholder expectations regarding corporate
transparency. Firms with strong ESG
performance are generally perceived as more
capable of managing risks associated with
environmental degradation, social inequality,
and governance failures [3], [5]. As a result,
ESG implementation has become closely
associated  with  enhanced  corporate
reputation, stakeholder trust, operational
efficiency, and long-term organizational
sustainability. Although numerous studies
have examined the relationship between ESG
practices and firm performance, empirical
findings remain inconclusive. While many
scholars report positive effects of ESG on
organizational outcomes, others suggest that
the benefits may vary across institutional
settings, industrial sectors, and stages of

economic development [4], [6]. These
inconsistencies indicate the need for further
investigation, particularly within emerging
economies where sustainability practices
continue to evolve.

Alongside the growing focus on
sustainability, innovation capabilities have
become a  fundamental source  of
organizational competitiveness and growth.
Rapid technological advancements, digital
transformation, and changing customer
preferences require firms to continuously
develop innovative products, services,
processes, and business models. Innovation
capabilities refer to an organization’s ability to
generate, assimilate, and implement new
knowledge and ideas that contribute to value
creation [7], [8]. From a strategic perspective,
firms with stronger innovation capabilities
are better positioned to adapt to
environmental uncertainty, exploit emerging
opportunities, and respond effectively to
competitive pressures. Consequently,
innovation has become a  critical
organizational capability that supports

productivity improvement, market
differentiation, and sustainable business
growth.

The importance of innovation
capabilities can be explained through the
Resource-Based View (RBV), which argues
that sustainable competitive advantage is
derived from valuable, rare, inimitable, and
non-substitutable organizational resources.
Innovation capabilities represent such
strategic resources because they enable firms
to continuously create and renew competitive
advantages through learning, technological
development, and knowledge integration [9],
[10]. Previous studies generally suggest that
innovation capabilities contribute positively
to organizational performance by improving
efficiency, facilitating product development,
and strengthening market responsiveness.
However, similar to ESG research, empirical
evidence remains mixed regarding the
magnitude and consistency of these effects
across  different  organizational  and
contexts. Therefore,
understanding how innovation capabilities
contribute to corporate performance remains

institutional
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an important area of strategic management
research.

More importantly, ESG strategies and
innovation capabilities should not be viewed
as independent organizational initiatives.
Rather, they represent complementary
mechanisms through which firms create
Effective ESG
implementation often requires innovative
technologies, processes, and managerial

sustainable value.

practices to achieve environmental objectives,
improve social outcomes, and strengthen
governance quality. Likewise, innovation
initiatives increasingly incorporate
sustainability =~ considerations to  meet
stakeholder expectations and regulatory
requirements.  Despite  the  growing
recognition of this interrelationship, existing
studies have predominantly examined ESG
strategies and innovation capabilities
separately, resulting in a fragmented
understanding of how these factors jointly
influence  organizational = performance.
Furthermore, empirical evidence concerning
their combined effects remains relatively
limited, particularly in the context of
emerging markets such as Indonesia.
Indonesia provides a particularly
relevant setting for investigating this issue
due to the increasing pressure on publicly
listed companies to enhance both
sustainability performance and innovation
capacity. Regulatory developments related to
sustainability reporting, corporate
governance, and environmental
responsibility have encouraged firms to adopt
ESG principles more extensively.
Simultaneously, digital transformation and
intensifying market competition have
heightened the importance of innovation
capabilities as drivers of organizational
success. Nevertheless, limited empirical
evidence exists regarding the simultaneous
influence of ESG strategies and innovation
capabilities on corporate performance among
Indonesian public companies. Addressing
this gap, the present study draws upon
Stakeholder Theory and the Resource-Based
View to examine how ESG strategies and
innovation capabilities affect corporate
performance. By providing evidence from an

emerging market context, this study
contributes to the growing literature on
sustainability and strategic management
while offering practical insights for managers,
investors, and policymakers seeking to
enhance long-term
performance.

organizational

2. LITERATURE REVIEW
2.1 Stakeholder Theory

Stakeholder Theory,
developed by R. Edward
Freeman, posits that

organizational success depends
not only on creating value for
shareholders but also on
fulfilling the expectations of
various stakeholders, including
employees, customers, suppliers,
communities, regulators, and
investors. In the modern

business environment,
stakeholders increasingly
demand responsible

environmental practices, social
accountability, and transparent
governance, making  ESG
strategies an important
mechanism for addressing these
expectations [11], [12]. Through
effective ESG implementation,
organizations can strengthen
stakeholder  trust, enhance
legitimacy and  reputation,
reduce potential conflicts, and
ultimately improve corporate
performance. Therefore,
Stakeholder Theory suggests
that firms that effectively
manage stakeholder
relationships  through  ESG
initiatives are more likely to
achieve superior organizational
outcomes and sustainable long-
term success [12], [13].
2.2 Resource-Based View (RBYV)
The Resource-Based View
(RBV) argues that sustainable
competitive advantage
originates from valuable, rare,
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2.3

inimitable, and non-
substitutable organizational
resources and  capabilities.
Within this framework,

innovation  capabilities  are
considered  strategic  assets
because they enable firms to
develop new products, improve
processes, adopt emerging
technologies, and respond
effectively to market changes,
thereby enhancing
organizational performance. In
addition [14]-[16], ESG-related
competencies can also be viewed
as strategic resources that
strengthen environmental
management, stakeholder
engagement, and governance
quality. Therefore, RBV suggests
that both innovation capabilities
and ESG strategies serve as
important organizational
resources that contribute to
superior corporate performance
and long-term  competitive
advantage [17], [18].
Corporate Performance
Corporate performance refers
to the extent to which an
organization
strategic objectives and desired
outcomes through both financial
and non-financial achievements
[19]-[21]. Traditionally
measured by indicators such as
profitability, return on assets,
return on equity,
growth, and market value,
corporate performance is now
viewed as a multidimensional
construct that also includes
operational efficiency, customer
satisfaction, employee
productivity, innovation
outcomes, and sustainability
performance [22], [23]. For public
companies, strong corporate
performance reflects effective
resource utilization, stakeholder
management, and organizational

achieves its

revenue

2.4

adaptability, making it a critical
indicator of long-term
competitiveness and business
success.
ESG Strategies

Environmental, Social, and
Governance (ESG) strategies
refer to organizational policies
and practices that promote
sustainable and responsible
business  conduct  through
environmental stewardship,
social responsibility, and
transparent governance [1], [24].
The environmental dimension
focuses on resource efficiency,
reduction, and
environmental management; the
social dimension emphasizes

emissions

employee welfare, customer
relations, and  community
engagement; while the
governance dimension involves
accountability, ethical
leadership, compliance, and
transparency [25], [26].
Increasingly regarded as a
strategic business imperative
rather than merely a compliance

requirement, ESG
implementation helps
organizations strengthen

stakeholder  trust,  enhance
reputation, reduce risks, and
create long-term value.
According  to  Stakeholder
Theory, firms that -effectively
implement ESG strategies are
more likely to gain stakeholder

support and achieve superior

corporate performance.
Consistent with this perspective,
empirical studies  generally

indicate  that strong ESG
performance contributes
positively to financial outcomes,
market valuation, organizational
resilience, and overall corporate

performance [1], [24], [26].
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H1: ESG strategies have a
positive and significant effect on
corporate performance.

2.5 Innovation Capabilities

Innovation capabilities refer
to an organization’s ability to
develop, adopt, and implement
new ideas, technologies,
products, services, and processes
that enhance value creation and

competitiveness. These
capabilities encompass
technological, managerial,

organizational, and strategic
supported by
continuous learning, knowledge
sharing, research and
development, and adaptability
to change [27], [28]. From the
Resource-Based View

innovations

perspective, innovation
capabilities represent strategic
assets that are difficult for
competitors to imitate and serve
as  important sources  of
sustainable competitive
advantage. Through product,
process, and organizational
innovation, firms can improve
efficiency, reduce costs, enhance
customer satisfaction, and
strengthen market
competitiveness [28], [29].
Consequently, empirical studies
suggest that

capabilities
positively influence corporate
performance by increasing

generally
innovation

organizational adaptability,
productivity, and long-term
growth.

H2: Innovation -capabilities
have a positive and significant
effect on corporate performance.

3. METHODS

This study employs a quantitative
explanatory research design to examine the
influence of Environmental, Social, and
Governance (ESG) strategies and innovation

capabilities on corporate performance in
Indonesian ~ public =~ companies.  The
quantitative approach was selected because it
enables  systematic
relationships among variables and hypothesis
testing through statistical analysis. The

measurement of

population consists of managers, executives,
supervisors, and professionals working in
public companies listed on the Indonesian
Stock Exchange (IDX), as these respondents
are considered to have sufficient knowledge
of ESG practices, innovation activities, and
corporate performance. Using purposive
sampling, 125 respondents were selected
based on specific criteria, namely being
employed in an IDX-listed company,
occupying managerial or professional
positions, having knowledge of ESG and
innovation practices, and having worked for
at least one year.

Primary data were collected through
a structured questionnaire distributed
electronically = to  respondents. The
questionnaire was developed based on
previous literature related to ESG strategies,
innovation capabilities, and corporate
performance, and all items were measured
using a five-point Likert scale ranging from 1
= strongly disagree to 5 = strongly agree. ESG
strategies were measured through indicators
of environmental sustainability, resource
efficiency, social responsibility, community
engagement, governance  transparency,
ethical practices, and regulatory compliance.
Innovation capabilities were measured
through  product innovation, process
innovation, technology adoption, research
and development, organizational learning,
knowledge sharing, and responsiveness to
market changes. Corporate performance was
measured  through  revenue  growth,
profitability, operational efficiency, market
competitiveness, satisfaction,
organizational productivity, and overall
effectiveness.

The collected data were analyzed
using Statistical Package for the Social
Sciences (SPSS) version 25. Prior to hypothesis
testing, validity and reliability tests were
conducted to ensure the quality of the
research instrument. Item validity was

customer
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assessed using Pearson Product-Moment
Correlation, with a significance value below
0.05 indicating valid items, while reliability
was evaluated using Cronbach’s Alpha, with
values above 0.70 considered reliable. The
data analysis also included descriptive
statistics, classical assumption tests, and
multiple linear regression analysis. Classical
assumption testing consisted of normality
testing using the Kolmogorov-Smirnov test,
multicollinearity testing using tolerance and
Inflation Factor (VIF),
heteroscedasticity testing using the Glejser
test. The regression model was expressed as
Y=a+p1X1+32X2+e, where Y represents
corporate performance, X1 represents ESG

Variance and

strategies, and X2 represents innovation
capabilities. =~ Hypothesis  testing
conducted using the t-test, F-test,
coefficient of determination (R?) to assess the
partial, simultaneous, and explanatory effects
of the independent variables on corporate
performance.

was
and

4. RESULTS AND DISCUSSION

4.1 Respondent Profile

A total of 125 valid questionnaires
were collected and analyzed. The respondents
consisted of managers, supervisors,
executives, and professional employees from
Indonesian public companies.

Table 1. Respondent Characteristics

Characteristics Category Frequency | Percentage (%)
Male 72 57.6
Gender Female 53 424
25-34 years 38 30.4
35-44 years 51 40.8
Age
45-54 years 28 224
>54 years 8 6.4
Supervisor 35 28.0
- Manager 54 432
Position -
Senior Manager 22 17.6
Executive 14 11.2
1-5 years 29 23.2
6-10 years 47 37.6
Working E i
OTKING EXPEIENCe 171115 years 33 26.4
>15 years 16 12.8

Based on Table 1, the respondents
were predominantly male, accounting for 72
individuals (57.6%), while female
respondents totaled 53 individuals (42.4%). In
terms of age distribution, most respondents
were between 35 and 44 years old (40.8%),
followed by those aged 25-34 years (30.4%),
45-54 years (22.4%), and above 54 years
(6.4%). Regarding organizational position,
managers represented the largest group with
54 respondents (43.2%), followed by
supervisors with 35 respondents (28.0%),
senior managers with 22 respondents (17.6%),
and executives with 14 respondents (11.2%).

Based on working experience, the majority of
respondents had worked for 6-10 years
(37.6%), followed by 11-15 years (26.4%), 1-5
years (23.2%), and more than 15 years (12.8%).
These findings indicate that the respondents
generally possessed substantial managerial
experience and organizational knowledge,
making them well-positioned to provide
informed regarding  ESG
strategies, capabilities,
corporate performance.

assessments

innovation and

4.2 Descriptive Statistics

Table 2. Descriptive Statistics of Variables

Variable N

Minimum

Maximum | Mean | Std. Deviation

ESG Strategies 125 2.30

5.00 4.08 0.61
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Innovation Capabilities | 125 2.45

5.00 4.16 0.57

Corporate Performance | 125 2.50

5.00 4.12 0.59

Table 2 presents the descriptive
statistics of the study variables. The results
indicate that respondents generally perceived
ESG strategies, innovation capabilities, and
corporate performance positively, as reflected
by mean scores above 4.00 on a five-point
Likert scale. Innovation capabilities recorded
the highest mean value (M = 4.16; SD = 0.57),
suggesting that Indonesian public companies
place considerable emphasis on developing
innovative products, processes, technologies,
and organizational practices to enhance
competitiveness. Corporate performance also
exhibited a high mean score (M = 4.12; SD =

competitiveness. Meanwhile, ESG strategies
showed a mean value of 4.08 (SD = 0.61),
reflecting a relatively strong commitment to
environmental, social, and governance
initiatives among the sampled firms. The
relatively low standard deviation values
across all variables further suggest a
consistent pattern of responses, indicating
broad agreement among respondents
regarding the implementation of ESG
practices, the importance of innovation
capabilities, and the achievement of corporate
performance objectives.

0.59), indicating favorable perceptions 4.3 Validity Test
regarding  organizational effectiveness, The validity test was conducted using
profitability, productivity, and market Pearson Product-Moment Correlation
Table 3. Validity Test Results
Variable Number of Items | Correlation Range | Sig. Value | Result

ESG Strategies 7 0.621-0.843 0.000 Valid

Innovation Capabilities 7 0.645-0.872 0.000 Valid

Corporate Performance 7 0.608-0.854 0.000 Valid

Table 3 presents the results of the
validity test for all research constructs. The
findings indicate that all measurement items
used to assess ESG strategies, innovation
capabilities, and corporate performance are
valid, as evidenced by correlation coefficients
ranging from 0.621 to 0.843 for ESG strategies,
0.645 to 0.872 for innovation capabilities, and
0.608 to 0.854 for corporate performance.
Furthermore, all items produced significance

values of 0.000, which are well below the
accepted threshold of 0.05. These results
demonstrate that each indicator has a strong
and significant correlation with its respective
construct, confirming that the questionnaire
items are capable of accurately measuring the
intended variables and are therefore suitable
for further statistical analysis.

4.4 Reliability Test

Table 4. Reliability Test Results

Variable

ESG Strategies

Innovation Capabilities

Corporate Performance

Cronbach's Alpha | Result
0.891 Reliable
0.913 Reliable
0.887 Reliable

Table 4 presents the reliability test
results for the study variables. The findings
show that all constructs achieved Cronbach’s
Alpha values exceeding the recommended
threshold of 0.70, indicating a high level of
internal consistency among the measurement
items. Specifically, innovation capabilities

recorded the highest reliability coefficient (o=
0.913), followed by ESG strategies (a0 = 0.891)
and corporate performance (a = 0.887). These
values demonstrate that the questionnaire
items consistently measure their respective
constructs and produce stable results.
Therefore, the research instrument can be
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considered reliable and suitable for
subsequent  statistical = analyses = and
hypothesis testing.

4.5 Classical Assumption Tests

4.5.1 Normality Test

The results of the Kolmogorov-
Smirnov normality test conducted on the
unstandardized residuals. The analysis
produced a Kolmogorov-Smirnov statistic of
0.072 with a significance value of 0.200. Since

the significance value is greater than the

recommended threshold of 0.05, the null
hypothesis of normal distribution cannot be
rejected. This result indicates that the
residuals are normally distributed and that
the normality assumption required for
multiple linear regression analysis has been
satisfied. Therefore, the data are considered
appropriate for further regression analysis
and hypothesis testing.

4.5.2 Multicollinearity Test

Table 5. Multicollinearity Test

Variable

Tolerance | VIF

ESG Strategies

0.612 1.634

Innovation Capabilities

0.612 1.634

Table 5 presents the results of the
multicollinearity test for the independent
variables. The findings indicate that both ESG
strategies and innovation capabilities have
tolerance values of 0.612, which are well
above the minimum acceptable threshold of
0.10, and Variance Inflation Factor (VIF)
values of 1.634, which are substantially below
the critical value of 10. These results suggest
that there is no significant correlation between
the independent variables that could distort

the  regression  estimates.  Therefore,
multicollinearity is not present in the model,
indicating that ESG strategies and innovation

capabilities independently contribute to
explaining variations in corporate
performance and that the regression

coefficients can be interpreted with

confidence.

4.5.3 Heteroscedasticity Test.

Table 6. Glejser Test

Variable

Sig.

ESG Strategies

0.441

Innovation Capabilities

0.327

Table 6 presents the results of the
Glejser test used to examine the presence of
heteroscedasticity in the regression model.
The findings show that ESG strategies have a
significance value of 0.441, while innovation
capabilities have a significance value of 0.327.
Both values exceed the commonly accepted
threshold of 0.05, indicating that neither
independent variable significantly influences
the absolute residual values. Therefore, the

model does not suffer from heteroscedasticity,
suggesting that the variance of the residuals
remains constant across observations. This
result confirms that the homoscedasticity
assumption of multiple linear regression has
been satisfied, supporting the reliability and
validity of the regression estimates.

4.6 Multiple Regression Analysis

Table 7. Multiple Regression Results

Variable B Std. Error | Beta | t-value | Sig.
Constant 0.782 0.291 - 2.687 | 0.008
ESG Strategies 0.371 0.083 0.352 | 4.470 | 0.000
Innovation Capabilities | 0.458 0.089 0.405 | 5.149 | 0.000
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The results of the multiple linear
regression analysis indicate that the
regression model can be expressed as CP =
0.782 + 0.371(ESG) + 0.458(1C),
corporate performance (CP) is positively
influenced by both ESG strategies and
innovation  capabilities. = The
coefficients suggest that improvements in
ESG  implementation and
capabilities are associated with higher levels
of corporate The
hypothesis testing (t-test) further confirms
these relationships. ESG strategies have a
significant positive effect on corporate
performance (t = 4.470, p = 0.000, = 0.352),
supporting H1 and indicating that firms with

where

positive
innovation

performance. partial

governance practices tend to achieve better
organizational outcomes. Likewise,
innovation capabilities exhibit a significant
positive effect on corporate performance (t =
5.149, p = 0.000, 3 = 0.405), supporting H2 and
suggesting that organizations with greater
capacities  for technological
adaptation, and organizational learning are
more likely to enhance their competitiveness
and effectiveness. Moreover, the higher
standardized  coefficient of
capabilities indicates that innovation serves as
a slightly stronger predictor of corporate
performance than ESG strategies within the
context of Indonesian public companies.

innovation,

innovation

stronger environmental, social, and 4.7.2 Simultaneous Test (F-test)
Table 8. ANOVA Results
Source Sum of Squares | df | Mean Square F Sig.
Regression 29.816 2 14.908 54.822 | 0.000
Residual 33.164 122 0.272
Total 62.980 124

The F-statistic value of 54.822 with a
significance level of 0.000 confirms that ESG
strategies and innovation capabilities jointly
influence corporate performance. Therefore,
H3 is supported.

4.7.3 Coefficient of Determination

The model summary results, showing
a correlation coefficient (R) of 0.688, which
indicates a moderately strong positive
relationship  between the independent
variables and corporate performance. The
coefficient of determination (R?) is 0.473,
while the adjusted R? is 0.464, indicating that
ESG strategies and innovation capabilities
collectively explain 47.3% of the variance in
corporate performance among Indonesian
public companies. This finding suggests that
nearly half of the variation in corporate
performance can be attributed to differences
in ESG implementation and
capabilities. Meanwhile, the remaining 52.7%

innovation

of the variance may be influenced by other
factors not included in the model, such as
leadership  effectiveness, = organizational
culture, digital transformation, market
dynamics, financial resources, and external

environmental conditions. The standard error
of estimate of 0.521 further indicates that the
model provides a reasonably
prediction of corporate performance,
supporting the explanatory power of the

accurate

proposed research framework.

Discussion

The findings that ESG
strategies have a positive and significant
effect on corporate performance, supporting
Stakeholder Theory, which posits that
organizations achieve superior outcomes
the

reveal

when  they effectively  address
interests of  their
stakeholders. that actively
implement sustainability
initiatives, social responsibility programs, and
practices tend to
strengthen relationships with investors,
customers, employees, regulators, and

communities. These stronger stakeholder

and
Companies
environmental

expectations

sound governance

relationships enhance organizational
legitimacy and trust, which subsequently
contribute to improved business outcomes.
The results suggest that ESG practices have

evolved beyond compliance requirements
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and are increasingly viewed as strategic
instruments that generate value through
improved reputation, stronger stakeholder
engagement, enhanced investor confidence,
and reduced operational risks [5], [30], [31]. In
the context of Indonesian public companies,
ESG implementation appears to function as a
strategic resource that supports both financial
and non-financial dimensions of
performance.

The positive relationship between
ESG strategies and corporate performance
also reflects the growing importance of
sustainability-oriented =~ management in
emerging markets. Firms that successfully
integrate environmental, social, and
governance considerations into their business
operations are better positioned to manage
uncertainty, respond to stakeholder demands,
and create long-term value. Sustainability
initiatives can improve resource efficiency,
strengthen risk management practices, and
enhance organizational resilience in an
increasingly competitive business
environment [24], [26]. These findings are
consistent with prior studies reporting that
ESG performance positively contributes to
organizational effectiveness and market
competitiveness. Therefore, the results
reinforce the view that sustainability is no
longer merely a corporate responsibility
initiative but a critical source of competitive
advantage and long-term business success.

The study further demonstrates that
innovation capabilities significantly and
positively influence corporate performance,
supporting the Resource-Based View (RBV),
which emphasizes the importance of unique
organizational capabilities in generating
sustainable competitive advantage. Among
the independent variables examined,
innovation capabilities exhibited the strongest
standardized coefficient, indicating that
innovation is a particularly influential driver
of corporate success [8], [32], [33]
Organizations with strong capabilities in
product development, process improvement,
technology adoption, organizational learning,
and knowledge management are more
capable of adapting to changing market
conditions and responding effectively to

evolving  customer needs.  Through
continuous innovation, firms can improve
operational efficiency, enhance productivity,
differentiate their products and services, and
exploit new business opportunities, all of
which contribute to superior organizational
performance. These findings are consistent
with  previous research  highlighting
innovation as a critical strategic asset in
today's increasingly digital and knowledge-
based economy.

The simultaneous analysis confirms
that ESG strategies and innovation
capabilities jointly exert a significant influence
on corporate performance, explaining 47.3%
of the variance in organizational outcomes.
This finding suggests that sustainability and
innovation should not be viewed as separate
organizational priorities but rather as
complementary strategic resources that
reinforce one another. ESG initiatives provide
the foundation for responsible and
sustainable business operations, while
innovation capabilities enable organizations
to transform sustainability objectives into
practical solutions, new technologies, and
improved organizational
Companies that successfully integrate ESG
principles with innovation-driven strategies
are likely to achieve higher levels of
competitiveness, resilience, and long-term
value creation. For Indonesian public

processes.

companies, these findings emphasize the
importance of adopting an integrated
strategic approach that simultaneously
prioritizes sustainability and innovation in
order to meet stakeholder expectations,
maintain competitive advantages, and
achieve sustainable growth in dynamic
business environments.

5. CONCLUSION

This study examined the influence of
ESG strategies and innovation capabilities on
corporate performance among Indonesian
public companies using data collected from
125 respondents and analyzed with SPSS
version 25. The findings demonstrate that
both ESG strategies and innovation
capabilities have positive and significant
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effects on corporate performance. ESG
strategies improved
organizational outcomes by strengthening
stakeholder trust, enhancing corporate
reputation, improving risk management, and
supporting long-term value creation through
effective environmental, social, and
governance practices. Likewise, innovation

contribute to

capabilities enhance corporate performance
by increasing competitiveness, productivity,
operational efficiency, and organizational
adaptability through innovation,
technological advancement, organizational
learning, and knowledge management. The
results further reveal that ESG strategies and
innovation capabilities jointly exert a
significant influence on corporate
performance, indicating that sustainability-

oriented practices and innovation capabilities
function as complementary strategic
resources rather than independent initiatives.
Overall, the study concludes that ESG
strategies and innovation capabilities are
critical determinants of corporate
performance in Indonesian public companies,
highlighting the importance of integrating
sustainability objectives with innovation-
driven strategies to
organizational success. Future studies are
encouraged to incorporate additional factors
such as digital transformation, organizational
culture, leadership effectiveness, and
corporate governance quality to provide a
broader  understanding of  corporate
performance determinants.

achieve long-term
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