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Abstract

With the growing emphasis on sustainable development, organizations and government
agencies are increasingly incorporating environmental, social, and governance (ESG) fac-
tors into their strategic agendas. However, previous research has primarily examined ESG
performance, stakeholder engagement, and financial outcomes in isolation, overlooking
the systemic role of employee perceptions and psychological responses. To address this
shortcoming, this study integrated social identity theory and social exchange theory to
explain how ESG practices influence green innovation behavior through organizational
pride. Furthermore, drawing on organizational climate theory, we explored the moderating
role of innovation climate in this relationship. We used structural equation modeling
(SEM) to analyze data from 346 employees across diverse Chinese companies, enabling
us to capture the overall structure of the relationship rather than isolated causal relation-
ships. Our results show that all three dimensions of ESG practices significantly enhance
organizational pride, which in turn stimulates green innovation, highlighting the indirect,
systemic relationship between ESG and innovation outcomes. Organizational climate is
an important contextual variable influencing both individual behavior and organizational
performance. When organizations have a favorable innovation climate, employees are more
likely to translate their pride into concrete innovative behaviors. While the direct impact of
ESG (S) and ESG (G) on green innovation has not been confirmed, the mediating role of
organizational pride and the moderating role of innovation climate highlight the dynamic
interplay between psychological and organizational subsystems. This study conceptualizes
ESG practices, organizational pride, and innovation climate as interconnected subsystems
within a broader organizational system, providing a systems-based perspective for sus-
tainability research. It advances theoretical understanding of how sustainability initiatives
spread through psychological and organizational mechanisms and offers practical insights
for policymakers and decision makers seeking to promote long-term green innovation.

Keywords: ESG practices; stainable development; organizational pride; green innovation;
organizational innovation climate

1. Introduction
To address global climate change and social injustice, companies are reshaping their

employees’ social mission and environmental awareness through internal social innovation
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(CSE). They are also integrating social goals into their products and work systems through
leadership values and organizational culture, thereby earning the trust of employees and the
public [1]. The establishment of the United Nations Principles for Responsible Investment
(PRI) in 2006 marked a pivotal moment in institutionalizing the ESG (Environmental,
Social, and Governance) framework, which has since become fundamental to securing
long-term investment and promoting sustainable business practices [2]. ESG practices
are pivotal in achieving long-term corporate value and sustainability as they mitigate
adverse environmental and social impacts while maximizing positive contributions to
stakeholders [3].

Employees—the cornerstone of any enterprise—play a decisive role in driving innova-
tion, which is vital for organizational success and sustainability [4]. In the new economy,
human capital has emerged as a strategic resource for firms seeking sustainable competitive
advantage. As core members of organizations, employees are not only the creators of
corporate culture but also key stakeholders who contribute significantly to daily opera-
tions [5]. Song’s research found that corporate ESG performance can improve the efficiency
of human capital investment, enhance product competitiveness, and promote corporate
reputation, thereby further strengthening the positive impact on human capital investment
efficiency [6].

According to emotional appraisal theory, such pride develops through continuous
cognitive assessments of organizational actions and initiatives, shaping employees’ over-
all attitudes and behaviors [7]. Organizational pride—a psychological state arising from
positive evaluations of one’s organization—is closely tied to employees’ perceptions of
its reputation and social contributions. ESG practices significantly enhance employees’
organizational pride, which in turn fosters innovation [4]. In both corporate practice and
academic research, the notion of “green” has attracted increasing attention, not only in
exploring ESG practices but also in understanding how organizational pride encourages
employees’ innovative engagement [8]. Under increasing internal and external pressure,
companies are integrating green practices into their organizational processes and pro-
moting green innovations covering material recycling, energy efficiency, environmentally
friendly design, and ecological management to improve productivity and profitability,
and to mitigate resource depletion and environmental pollution during technological
transformation, thereby achieving sustainable competitiveness [9]. Theories of emotional
events and person–environment fit suggest that, beyond individual creativity and intrinsic
motivation, innovation development is also influenced by the organizational climate [10].

While prior ESG literature has primarily concentrated on financial performance, dis-
closure, and ratings, this study advances the discourse by adopting a people-centric per-
spective that emphasizes employees as core agents shaping organizational sustainability
outcomes. Specifically, this study integrated social identity theory [11] and social exchange
theory [12] to explain how ESG practices influence green innovation behavior through
organizational pride. Furthermore, drawing on organizational climate theory [13], it ex-
plores the moderating role of innovation climate in this relationship. Employees derive
self-identity and a sense of emotional belonging from their organization’s reputation and
values. When an organization practices positive social responsibility (such as ESG prac-
tices), employees feel a sense of pride (organizational pride) and further exhibit more
positive behaviors (such as green innovation). Positive organizational behaviors (such as
fulfilling ESG responsibilities) foster a sense of support and trust in employees, leading
them to reciprocate with positive behaviors (such as green innovation). Furthermore, orga-
nizational innovation climate, as a contextual resource, can enhance the effective utilization
of these intangible assets. ESG practices can stimulate psychological resources (organiza-
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tional pride), which, according to the resource-based view (RBV) [14], can be translated
into green innovation.

Based on the preceding literature review and theoretical discussion, the overall re-
search framework of this study is summarized as shown in Figure 1. This study aims
to address the theoretical limitations of previous research, which has focused on people-
centered perspectives. Based on a structural model of resources, environment, cognition,
attitudes, and behavior, it explores how the interaction between organizations, employees,
and the environment can jointly promote sustainable development. Furthermore, this study
emphasizes the importance of deeply integrating ESG practices into corporate management,
arguing that this internalization process can enhance employee pride in environmental
protection, resource conservation, and sustainable development, thereby stimulating green
innovation behaviors. This study has important theoretical and practical implications.

Figure 1. Research framework and conceptual model of the study.

2. Theoretical Foundation and Hypothesis Formulation
2.1. ESG Practices and Organization Pride

ESG (Environment, Social and Governance) serves as a framework for assessing a
company’s sustainable development capabilities and long-term risk resilience. Through
transparent management of environmental impacts, social responsibility, and governance
practices, it guides companies from simply pursuing profit maximization to focusing on
long-term survival and sustainability, thereby profoundly influencing corporate strategies
and the integration of internal and external resources [15]. With increasing awareness
among consumers and employees regarding their rights and environmental threats, busi-
nesses are increasingly adopting ESG management principles to balance profit generation
with social responsibility [16]. Research on the relationship between ESG disclosures and
corporate financial performance shows that although ESG disclosures have a positive
impact on financial results, they tend to be more pronounced when companies have been
established for more extended periods, have media attention, or possess other advantages
compared to industry peers, attracting ESG focused investors [17]. In the study by Liang
et al. (2025), the study used 1500 A-share listed companies in Shanghai and Shenzhen
from 2012 to 2022 as samples, used the number of green technology innovations (GINUM)
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and the quality of green technology innovations (GICIT) as measures of corporate green
innovation capabilities, and explored the dynamic relationship between ESG performance
and green innovation by constructing a DiD model and a benchmark regression model [18].

In an in-depth study conducted by Lee and Yoo. (2023) [2], a survey of employees of
large listed companies in South Korea was carried out for an in-depth analysis of various
factors and data to explore the relationship between ESG management and employees’
willingness to leave. The study also examined organizational pride, which was significantly
influenced by ESG management.

In addition, corporate participation in social responsibility activities not only provides
employees with situational resources by creating a positive and responsible organizational
image, but also enhances their sense of self-worth and identity, thereby stimulating, de-
veloping, and maintaining their employees’ organizational pride in social interactions in
the workplace [8]. Additionally, in the study by Youn and Kim (2022) on the intersection
of corporate social responsibility, organizational pride, and word meaning, their research
demonstrated that corporate social responsibility initiatives positively influence organi-
zational pride, affirming that social responsibility significantly enhances organizational
pride [19]. The social identity theory posits that individuals seek positive social recognition
and validation from their group memberships, enhancing pride. That is to say, social
identity can be defined as the process by which an individual derives positive meaning,
emotions, and values from being a part of a particular social group [20]. In line with this
framework, the relationship between organizations and employees is mutually benefi-
cial. Existing literature suggests that companies, to maintain their internal and external
viability, can use strategies like sustainable development initiatives to increase employee
organizational pride. Therefore, based on social identity theory, the following hypotheses
are proposed:

Hypothesis 1: ESG practices have a positive impact on organizational pride. 1a: Environmental
practices have a positive impact on organizational pride. 1b: Social practices have a positive impact
on organizational pride. 1c: Governance practices have a positive impact on organizational pride.

2.2. Organization Pride and Green Innovation

Green innovation refers to activities aimed at improving existing products, processes,
and organizational management systems to achieve a dual win of economic and environ-
mental benefits, with the overarching goal of sustainable development. Specifically, green
innovation enables the sustainable growth of businesses and their products by improving
production technologies, products, and service management, integrating environmental
protection practices with economic growth. The ultimate aim is to align both ecological sus-
tainability and economic growth in a way that fosters the long-term, cyclical development
of enterprises [21]. Companies seeking a sustainable competitive advantage in the global
market must innovate technologically and managerially. Sustainable process innovation,
on the other hand, focuses on minimizing negative environmental impacts by integrating
sustainable production processes [22].

According to self-determination theory, pride influences individual behavior and
control, motivating individuals to engage in meaningful actions and improve their work
performance [23]. Repeated research has shown that there is a close connection between
positive emotions and innovative behavior [24]. In their studies on organizational pride,
innovation behavior, and organizational commitment, scholars such as Jing and Kang.
(2022) found that organizational pride plays a significant role in influencing innovative
behavior [4]. Based on these insights, the following hypothesis is proposed:

Hypothesis 2: Organizational pride has a positive impact on green innovation.
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2.3. ESG Practices and Green Innovation

In recent years, a growing body of research has examined the relationship between
ESG engagement, environmental strategies, and green innovation across different contexts.
Several meta-analyses and international empirical studies have demonstrated a generally
positive but context-dependent relationship between ESG practices and innovation out-
comes. Friede et al. (2015), in their meta-analysis of more than 2000 empirical studies,
reported that approximately 90% found a non-negative association between ESG and firm
performance, with innovation often serving as a mediating factor [25]. Bansal and Song
(2017) emphasized that sustainability-oriented strategies enhance firms’ long-term learning
and adaptive capabilities across industries [26], while Wagner (2010) and Halme et al. (2009)
concluded that proactive environmental strategies can effectively stimulate process and
product innovation [27,28].

Building upon this global evidence, regional studies have provided complementary
insights, particularly from emerging markets such as China. For instance, Javeed et al.
(2022) explored how corporate environmental strategies and management practices influ-
ence green innovation, confirming the positive impact of proactive sustainability efforts
on innovation performance [29]. Similarly, Lin et al. (2022) examined board diversity
and its relationship with green economic outcomes, finding that gender-diverse boards
significantly promoted green innovation, and analyses of more than 200 Chinese manufac-
turing firms and A-share listed companies further demonstrated that both the quality and
quantity of green innovation increased in organizations with gender-diverse sustainability
committees [30].

Extending this perspective, Liu, Zhang and Cho (2023) investigated corporate environ-
mental disclosure and green innovation in China’s heavily polluted industries, revealing
that transparent disclosure practices complement internal innovation mechanisms and
strengthen firms’ green innovation capacity [31]. Collectively, these findings are consistent
with stakeholder theory, which posits that organizations must account for the interests of
customers, employees, suppliers, financial institutions, and broader social groups to ensure
long-term sustainability and legitimacy [32]. Moreover, the characteristics and values of top
management—reflected in their cognitive orientations, leadership styles, and commitment
to ESG goals—play a pivotal role in shaping these innovation outcomes [33,34].

Taken together, both international and regional studies converge on the conclusion
that ESG engagement fosters innovation, though the strength and pathways of this rela-
tionship vary across institutional and cultural contexts. This convergence underscores the
importance of integrating global theoretical insights with local empirical realities to fully
understand how ESG practices translate into sustainable and innovation-driven organiza-
tional performance.

Given these theoretical foundations, the following hypotheses are proposed:

Hypothesis 3: ESG practices have a positive impact on green innovation. 3a: Environmental
practices have a positive impact on green innovation. 3b: Social practices have a positive impact on
green innovation. 3c: Governance practices have a positive impact on green innovation.

2.4. The Mediating Role of Organizational Pride

While pride is primarily an emotional manifestation of personal psychology, orga-
nizational pride is also an emotional bond between employees and organizations since
it is influenced by both the internal feelings of employees and the environment of the
workplace [35]. Research by Dong and Zhong (2021) explored the variables of responsible
leadership, innovative behavior, and organizational pride, revealing a significant influence
of organizational pride on innovation outcomes [36]. Huh and Lee (2023) [37] researched
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ESG awareness, organizational identity, innovative behavior, and organizational citizenship
behaviors through a quantitative analysis. Including surveys of employees from South
Korean companies with 50 or more employees, they explored the relationship between
ESG activity awareness and organizational identity. Their findings revealed a significant
impact between these two variables, indicating that ESG awareness has a notable effect
on organizational identity. According to research by Malokani et al. (2024), corporate
pride also significantly improves employees’ environmental behaviors as an intermediary
element [38]. Furthermore, as scholars said in previous discussions that studies on corpo-
rate social responsibility practices demonstrate that positive corporate social responsibility
perceptions can significantly enhance employee innovation capabilities [39]. The theory of
perceived external prestige (PEP) further supports this, suggesting that employees ‘percep-
tions of how outsiders view their organization’s status and reputation can influence their
sense of pride and, consequently, their behavior. Over time, building a strong reputation
is crucial for organizational success [40]. Building on the concept of PEP, the following
hypothesis is proposed:

Hypothesis 4: Organizational pride mediates the relationship between ESG practices and green
innovation. H4a: The positive effect of environmental practices on green innovation is mediated by
organizational pride. H4b: The positive effect of social practices on green innovation is mediated
by organizational pride. H4c: The positive effect of governance practices on green innovation is
mediated by organizational pride.

2.5. The Regulatory Role of Organizational Innovation Climate

Organizational innovation climate, a product of cognitive conditions, enables employ-
ees to recognize the critical importance of innovation for the development and progress of
an organization. To ensure long-term sustainability, businesses must foster intrinsic creativ-
ity among employees, clarify innovative thinking, and promote innovative behaviors [10].
Other scholars have characterized the innovation climate as the direction in which organi-
zational innovation practices are oriented. As a key driver of employees’ creative thinking,
the innovation climate fosters an environment conducive to creativity. By offering support
and encouragement for innovative behaviors, organizations can create a work context that
enhances the overall innovation climate [41]. Tian and Wang (2023) conducted an in-depth
study on sustainable leadership, knowledge sharing, organizational innovation climate,
and frugal innovation, their research, which included surveys of employees in China’s
manufacturing and service sectors, concluded that a higher level of organizational innova-
tion climate amplifies the impact of knowledge sharing on frugal innovation [42]. Similarly,
Xiao et al. (2020) explored the relationship between employees’ organizational fit, green
organizational climate, and other factors, their findings demonstrating that green organiza-
tional climate moderates the relationship between perceived internal status and voluntary
green behavior, indicating an indirect effect on these variables [43]. Further studies by
You et al. (2022) examined the relationships between organizational innovation climate,
employee innovative behavior, and their research on employees from Chinese emission
control enterprises and 13 companies in Guangdong Province revealed that organizational
innovation climate positively influenced employees’ innovative behaviors [44].

Building upon these findings, the present study further explains why the innovation
climate strengthens the relationship between organizational pride and green innovation.
Drawing on Self-Determination Theory, we argue that an innovation-supportive climate
serves as a contextual amplifier that transforms employees’ emotional attachment into
action-oriented innovation [23]. When employees experience strong organizational pride,
they are intrinsically motivated to contribute to their organization’s goals. However, the
extent to which this pride translates into innovative behavior depends on the surrounding
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work environment. A strong innovation climate provides psychological safety, autonomy,
and resource support—conditions that enable employees to take risks, experiment with
new ideas, and express creativity aligned with sustainability objectives.

In such environments, employees who are proud of their organization are more
likely to channel that pride into green innovation behaviors, as they feel encouraged
and supported to act on their intrinsic motivation. Conversely, in a weak innovation
climate characterized by rigid hierarchies or low tolerance for risk, the motivational effect
of organizational pride may remain suppressed. Thus, an innovation climate plays a
facilitative and catalytic role in converting emotional energy (organizational pride) into
creative energy (green innovation), enhancing the overall ESG-driven innovation process.:

Hypothesis 5: Organizational innovation climate moderates the relationship between organiza-
tional pride and green innovation.

Based on the above theoretical background and hypotheses, we propose the research
model illustrated in Figure 2. This model conceptualizes ESG practices—comprising
environmental, social, and governance dimensions—as key organizational drivers that
enhance employees’ organizational pride. Drawing from social identity theory, we posit
that such pride serves as an intrinsic motivational mechanism, translating ESG efforts
into green innovation behaviors. Furthermore, guided by contingency theory and the
innovation climate literature, we hypothesize that the organizational innovation climate
moderates the relationship between organizational pride and green innovation, such that a
supportive climate strengthens this positive linkage.

Figure 2. Research model.

3. Methods
We adopted a systems-oriented approach to analyze the complex interrelationships

among the variables in our study. Specifically, we used SPSS 26.0 to conduct demographic
and correlation analyses to gain a preliminary understanding of the systematic connections
between the variables. We then used AMOS 24.0 to assess the reliability and validity of the
measurement scales and evaluate the overall model fit, as well as the direct and indirect
paths within our research framework. By adopting this systems perspective, our analysis
transcends isolated effects and captures the integrated structure and dynamics of ESG
practices, organizational pride, and innovation climate. Multiple regression analyses were
used to validate the moderating impact of innovation climate, providing the methodological
rigor consistent with a systems approach.

3.1. Sample and Data Collection

The purpose of this study was to objectively assess the effectiveness of ESG practices
across various Chinese industries, including services, education, and construction. The
inclusion of these industries was intentional to reflect the heterogeneous ESG maturity
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across sectors. This broader sampling design enables a more comprehensive examination
of how ESG practices diffuse across industries with differing environmental intensities and
how employees’ psychological and behavioral responses—such as organizational pride
and innovation engagement—manifest in these contexts.

To comprehensively examine the effects of ESG practices on employee behavior, we
employed both online and offline survey methods for data collection. The study involved
408 participants from across China, representing a range of industries, with data collected
between 4 June and 8 July 2024. Prior to survey administration, all participants received a
detailed explanation of the study’s objectives and the significance of their contributions,
both orally and in writing, ensuring transparency and informed consent in line with ethical
research standards. After screening for completeness and validity, 346 usable responses
were obtained, yielding an effective response rate of 84.8%.

The participants represented a diverse demographic profile: 51.2% were female, 85.2%
were aged 50 or younger, and 81.8% possessed at least a college-level education. Detailed
demographic characteristics are presented in Table 1. Although a portion of respondents
held education levels below university, their inclusion was intentional to assess perceptual
variance—that is, how ESG understanding and engagement differ across demographic
and educational groups. To ensure comprehension, respondents were provided with brief
contextual information on ESG concepts before answering the questionnaire. Moreover,
approximately 71.4% of participants were employed in private enterprises, allowing the
study to reflect differences in ownership structures and managerial practices. Overall, the
sample represents a relatively young, well-educated, and diverse workforce, suitable for
analyzing how ESG practices, organizational pride, and innovation climate interact across
various industrial and institutional contexts.

Table 1. Descriptive analysis of participants.

Categories Total Percentage (%)

Gender
Male 169 48.8

Female 177 51.2

Age

18–20 yr. 24 6.9

21–30 yr. 91 26.3

31–40 yr. 105 30.3

41–50 yr. 75 21.7

51–60 yr. 41 11.8

Above 60 yr. 10 2.9

Education

Below Associate Degree 63 18.2

Associate Degree 99 28.6

Bachelor’s Degree (Undergraduate) 118 34.1

Master’s Degree (Graduate) 46 13.3

Doctoral Degree or Higher 20 5.8

Size of the Enterprises

1–300 54 15.6

301–500 117 33.8

501–1000 120 34.7

1001–2000 38 11.0

Above 2000 17 4.9
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Table 1. Cont.

Categories Total Percentage (%)

Nature of the Enterprises

State-Owned/State-Operated Enterprises 42 12.1

Private Enterprises 247 71.4

Foreign-Invested Enterprises (including
Sino-Foreign Joint Ventures/Cooperative

Enterprises and Foreign-Owned Enterprises)
27 7.8

Joint Enterprises (including State-Owned Joint
Ventures, Collective Joint Ventures, and

State-Collective Joint Ventures)
20 5.8

Other Enterprises 10 2.9

Industry

Service Industry 84 24.3

Education Industry 79 22.8

Manufacturing Industry 37 10.7

Construction and Real Estate Industry 25 7.2

Internet, Information, and Entertainment &
Media Industry 85 24.6

Other Industries 36 10.4

3.2. Measurement of Variables

ESG Practices: ESG practices refer to the management and attention to social re-
sponsibility, internal and external environments, and corporate governance aimed at fos-
tering transparent mechanisms for achieving sustainable and harmonious development
between the enterprise and the environment, as well as enhancing long-term resilience.
This study utilized a 14-item scale based on Rabiei, Arashi, and Farrokhi (2019) [45], Cavallo
(2020) [46], and Barbosa, et al. (2023) [47], measured using a 5-point Likert scale ranging
from 1 (strongly disagree) to 5 (strongly agree). Sample items included: “I believe that
the company I work for has implemented corporate environmental education policies”
and “I believe that the company I work for has implemented measures to promote gender
diversity (equal opportunities for men and women)”.

Green Innovation: Green innovation refers to the improvements or developments of
new product designs, processes, technologies, and organizational management practices
aimed at ensuring sustainable and harmonious development with the environment. For
example, activities such as recycling, reducing emissions, and minimizing resource usage
per unit of product output. This concept was measured using an 8-item scale developed by
Chen et al. (2006) [48] and Zhang et al. (2020) [49], with responses captured using a 5-point
Likert scale ranging from 1 (never) to 5 (always). Sample items included: “The company I
work for selects materials with the least environmental impact for product development
or design” and “The company I work for effectively reduces harmful substances or waste
emissions during manufacturing”.

Organizational Pride: Organizational pride refers to the positive emotions that arise
when employees perceive the company’s performance as exceeding expectations or meeting
higher societal standards. It displays the favorable opinions and sentiments that workers
have about their company. Using a 5-point Likert scale ranging from 1 (strongly disagree)
to 5 (strongly agree), this study assessed organizational pride using a 5-item scale created
by Lee and Cho (2013) [50], Cable and DeRue (2002) [51], Oo, Jung, and Park. (2018) [52],
Zafar and Suseno (2024) [39]. For example, “I feel proud to introduce the company I work
for to others” as well “I feel proud to be a member of the company I work for”.
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Organizational Innovation Climate: Organizational innovation climate refers to the
perception of members regarding the organization’s orientation towards innovation [42].
This study employed a 4-item scale developed by Oke, Prajogo and Jayaram (2013) [53] and
Tian et al. (2023) [42], measured using a 5-point Likert scale from 1 (never) to 5 (always).
Sample items included: “The company I work for recognizes and rewards employees for
their creativity and innovative ideas” and “In the company I work for, employees work in
cross-functional teams, where open and free communication is encouraged. Employees
are recognized and rewarded for their creativity and innovative ideas”. The specific
measurement items for each construct are presented in Table 2.

Table 2. Variable Measurement.

Variable Items Source

ESG P
(EP)

I believe that the company I work for has implemented corporate environmental
education policies.
I believe that the company I work for has taken initiatives related to green innovation
(which encompasses product or process innovations such as energy-saving
technologies, pollution prevention for air, water, and soil, waste recycling, green
product design, or corporate environmental management).
I believe that the company I work for considers the impact of climate change on its
business, processes, products, and service design.
I believe that the company I work for has implemented measures to reduce
energy consumption.
I believe that the company I work for has taken steps to protect the work environment
or enhance safety, aiming to improve the quality of life and job satisfaction
for employees.

[45–47]

ESG P
(SP)

I believe that the company I work for has implemented measures to promote gender
diversity (equal opportunities for men and women).
I believe that the company I work for has sufficient corporate compensation policies
in place.
I believe that the company I work for has implemented initiatives aimed at enhancing
employees’ intellectual capital (such as employee training programs, courses, etc.).
I believe that the company I work for has implemented social action plans or initiatives
within the community (such as preventing child labor, promoting first-time
employment, encouraging participation in sports, or supporting cultural involvement).
I believe that the company I work for has undertaken initiatives to address the social
interests of stakeholders (corporate social interests refer to the company’s impact on the
environment, society, or relationships with employees, which is considered in
decision-making and value creation).

ESG P
(GP)

I believe that the company I work for conducts audits or assessments (either internal or
external) of its business processes.
I believe that the company I work for has implemented initiatives aimed at improving
financial performance and competitiveness.
I believe that the company I work for has taken steps to enhance human capital
(understood as the knowledge, skills, and personal attributes of workers that generate
economic value).
I believe that the company I work for has implemented anti-corruption measures.

OP

I feel proud to be a member of the company I work for.
I proudly tell others that I am part of the company I work for.
I am pleased to be recognized as a representative of the company’s image.
I feel proud to introduce the company I work for to others.
I would be honored to tell others that I work for my company.

[39,50–52]
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Table 2. Cont.

Variable Items Source

OIC

The company I work for provides time and resources for employees to generate, share,
or experiment with innovative ideas or solutions.
In the company I work for, employees work in cross-functional teams, where open and
free communication is encouraged. Employees are recognized and rewarded for their
creativity and innovative ideas.
Employees in the company I work for often encounter unconventional and challenging
tasks that stimulate creativity.
The company I work for recognizes and rewards employees for their creativity and
innovative ideas.

[42,53]

GI

The company I work for selects materials with the least environmental impact for
product development or design.
The company I work for chooses materials that consume the least energy and resources
for product development or design.
The company I work for uses minimal material quantities in product development
or design.
When developing or designing products, the company I work for carefully considers
whether they can be easily recycled, reused, or decomposed.
The company I work for effectively reduces harmful substances or waste emissions
during manufacturing.
The company I work for recycles waste and emissions during the manufacturing
process for further treatment and reuse.
The company I work for reduces the consumption of water, electricity, coal, or
petroleum during the manufacturing process.
The company I work for has minimized the use of raw materials in manufacturing.

[48,49]

Notes: N = 346, ESG (E) = environment, ESG (S) = Social, ESG (G) = Governance. OP = Organizational pride.
OIC = Organizational innovation climate, GI = Green innovation.

4. Results
4.1. Measurement Reliability and Validity Assessment

To examine the potential for standard method bias (CMB) in self-report and single-
source data, we conducted a Harman single-factor test using the unrotated exploratory fac-
tor analysis tool in SPSS 26. Sample adequacy was confirmed (Kaiser-Meyer-Olkin = 0.940),
and Bartlett’s test of sphericity was significant (χ2 = 5389.126, degrees of freedom = 465,
p < 0.001), indicating that the data were suitable for factor analysis. The first unrotated
factor explained 31.996% of the total variance, which was below the critical threshold of
50%. Therefore, standard method bias was not a significant concern in this study.

We performed Confirmatory Factor Analysis (CFA) to assess the reliability and validity
of the measurement model, focusing on the perceived structures of ESG environmental, ESG
social, ESG governance, Organizational pride, Organizational innovation climate, and green
innovation. As shown in Table 3, the model demonstrated a strong fit with the data, with
the following fit indices: CMIN/DF = 1.167, p < 0.01, RMR = 0.046, GFI = 0.928, CFI = 0.988,
NFI = 0.922, TLI = 0.986, IFI = 0.988, RFI = 0.912, and RMSEA = 0.022. All factor loadings
were significant at p < 0.001, indicating robust relationships between the items and their
respective constructs. The composite reliabilities for all constructs exceeded the threshold
of 0.70, indicating strong internal consistency across the scales: ESG environmental = 0.847,
ESG social = 0.836, ESG governance = 0.764, Organizational pride = 0.854, Green innovation
= 0.877, and Organizational innovation Climate = 0.840. Additionally, the Average Variance
Extracted (AVE) for all constructs met the benchmark of 0.50, with values as follows:
ESG environmental = 0.525, ESG social = 0.561, ESG governance = 0.495, Organizational
pride = 0.541, Green innovation = 0.505, and organizational innovation climate = 0.568,
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ensuring adequate convergent validity. To verify discriminant validity, the Fornell and
Larcker (1981) [54] criterion was applied, which requires the square root of each construct’s
AVE to be greater than the correlations between the constructs. This further confirmed
the model’s discriminant validity. These findings validate the reliability and validity of
the measurement model, providing a solid foundation for its application in subsequent
hypothesis testing.

Table 3. Results of confirmatory factor analysis.

Variables
Estimate

S.E. C.R. AVE CR
β B

ESG (e) 5 0.751 1.000

0.525 0.847

ESG (e) 4 0.696 0.901 0.068 13.175

ESG (e) 3 0.734 0.885 0.063 13.978

ESG (e) 2 0.751 1.002 0.070 14.349

ESG (e) 1 0.690 0.882 0.068 13.044

ESG (s) 9 0.776 1.000

0.561 0.836
ESG (s) 8 0.708 0.920 0.066 13.873

ESG (s) 7 0.751 1.019 0.068 14.908

ESG (s) 6 0.759 1.025 0.068 15.107

ESG (g) 12 0.688 1.000

0.495 0.764ESG (g) 11 0.696 1.023 0.084 12.192

ESG (g) 10 0.727 1.075 0.085 12.709

OP 1 0.737 1.000

0.541 0.854

OP 2 0.694 0.980 0.081 12.118

OP 3 0.813 1.102 0.078 14.071

OP 4 0.690 0.904 0.075 12.053

OP 5 0.736 0.977 0.076 12.838

GI 1 0.658 1.000

0.505 0.877

GI 2 0.726 1.127 0.098 11.550

GI 3 0.705 1.116 0.099 11.275

GI 4 0.665 1.090 0.101 10.741

GI 5 0.718 1.172 0.102 11.448

GI 6 0.771 1.285 0.106 12.112

GI 7 0.725 1.223 0.106 11.539

OIC 4 0.733 1.000

0.568 0.840
OIC 3 0.759 1.115 0.087 12.843

OIC 2 0.786 1.132 0.086 13.212

OIC 1 0.735 1.007 0.081 12.480

Model
Summary

CMIN/DF = 1.167, p < 0.01, RMR = 0.046, GFI = 0.928, CFI = 0.988,
NFI = 0.922, TLI = 0.986, IFI = 0.988, RFI = 912, RMSEA = 0.022

Notes: N = 346, ESG (e) = Environment, ESG (s) = Social, ESG (g) = Governance. OP = Organizational pride.
OIC = Organizational innovation climate, GI = Green innovation.

Table 4 presents the descriptive statistics and correlations between key variables in
the study: ESG environmental, ESG social, ESG governance, green innovation, Organi-
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zational pride, and Organizational innovation climate. The results revealed significant
correlations between independent and dependent variables, strengthening the theoretical
relationships. Specifically, ESG environmental showed substantial positive correlations
with green innovation (r = 0.310, p < 0.01), Organizational pride (r = 0.308, p < 0.01), and
Organizational innovation climate (r = 0.339, p < 0.01), indicating a strong connection
between environmental practices and organizational outcomes. Similarly, ESG social was
significantly correlated with green innovation (r = 0.228, p < 0.01), Organizational pride
(r = 0.362, p < 0.01), and Organizational innovation climate (r = 0.400, p < 0.01), suggesting
a significant relationship between social practices and organizational results. Furthermore,
Green innovation was significantly correlated with Organizational pride (r = 0.344, p < 0.01)
and Organizational innovation climate (r = 0.333, p < 0.01), emphasizing the role of green
innovation in enhancing organizational pride and fostering an innovation-friendly atmo-
sphere. Finally, organizational pride showed a significant correlation with organizational
innovation climate (r = 0.367, p < 0.01), highlighting the reciprocal relationship between
pride and the innovation climate within the organization. Although the correlations be-
tween ESG environmental, ESG social, and ESG governance exceeded 0.8, multicollinearity
diagnostics indicated no issues with multicollinearity. The Variance Inflation Factor (VIF)
values (all less than 10) and tolerance values (all greater than 0.1 but less than 1.0) further
confirmed this robustness, providing a solid foundation for the study’s conclusions.

Table 4. Means, Standard Deviations, and Correlations.

Variables Mean S.D. ESG e ESG s ESG g GI OP OIC

ESG e 3.9948 0.83174 1
ESG s 3.9434 0.87372 0.846 ** 1
ESG g 3.9516 0.82159 0.827 ** 0.815 ** 1

GI 4.0383 0.77768 0.310 ** 0.228 ** 0.330 ** 1
OP 3.9335 0.91814 0.308 ** 0.362 ** 0.362 ** 0.344 ** 1
OIC 3.8244 0.97304 0.339 ** 0.400 ** 0.347 ** 0.333 ** 0.367 ** 1

Notes: N = 346, ** p < 0.01 ESG (e) = environment, ESG (s) = Social, ESG (g) = Governance. OP = Organizational
pride. OIC = Organizational innovation climate, GI = Green innovation.

4.2. Hypothesis Testing

Based on the results shown in Table 5 and Figure 3, the results showed a good
overall model fit (CMIN/DF = 2.005, GFI = 0.912, CFI = 0.941, TLI = 0.930, IFI = 0.942,
RMSEA = 0.054). Environmental responsibility (ESG-E), social responsibility (ESG-S), and
corporate governance (ESG-G) all had a significant positive impact on organizational pride
(OP) (β = 0.524, p < 0.001; β = 0.155, p < 0.001; β = 0.326, p < 0.001), respectively), supporting
Hypotheses H1a, H1b, and H1c. Furthermore, organizational pride significantly promoted
green innovation (GI) (β = 0.247, p < 0.001), supporting Hypothesis H2. In terms of direct ef-
fects, environmental responsibility (ESG-E) exhibited a significant positive impact on green
innovation (β = 0.312, p < 0.001), supporting Hypothesis H3a. However, social responsibil-
ity (ESG-S) and corporate governance (ESG-G) both showed insignificant impacts on green
innovation (β = 0.031, p > 0.1; β = 0.042, p > 0.1), respectively. Therefore, Hypotheses H3b
and H3c were not supported. Social responsibility (ESG-S) focuses more on responsibilities
to external groups such as communities, employees, and supply chains, often implemented
through projects such as philanthropy, education, and inclusive development, and may
not directly translate into a company’s green innovation investment. This could be a re-
sult of the frequent outward orientation and symbolic nature of social initiatives, which
prioritize stakeholder connections and image-building over internal innovation processes.
Employees may regard social activities as ancillary to their core tasks, limiting the extent
to which such programs encourage creativity or environmental innovation. Corporate
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governance (ESG-G), on the other hand, emphasizes norms such as board structure, infor-
mation transparency, and stakeholder protection. However, rather than operating at the
behavioral level, these processes usually operate at the strategic or structural level. Through
mechanisms like resource allocation, leadership accountability, and strategic investment
decisions, governance frequently has an indirect effect on innovation.

Table 5. Analysis results of Hypothesis 1 to Hypothesis 3.

Hypothesized Path Estimate S.E. C.R. Result

H1a. ESG (E) → OP 0.524 0.122 4.294 *** Supported
H1b. ESG (S) → OP 0.155 0.041 3.770 *** Supported
H1c. ESG (G) → OP 0.326 0.061 5.363 *** Supported

H2. OP → GI 0.247 0.052 4.749 *** Supported
H3a. ESG (E) → GI 0.312 0.087 3.590 *** Supported
H3b. ESG (S) → GI 0.031 0.031 1.022 Rejected
H3c. ESG (G) → GI 0.042 0.043 0.984 Rejected

Model Summary:
CMIN/DF = 2.005, p < 0.001, GFI = 0.912, CFI = 0.941, TLI = 0.930, IFI = 0.942, NFI = 0.890, RMSEA = 0.054

Notes: N = 364, *** p < 0.001. ESG (E) = environment, ESG (S) = Social, ESG (G) = Governance. OP = Organizational
pride. OIC, GI = Green innovation.

Figure 3. Direct Effects (Path Analysis Results). *** p < 0.001.

Based on the results shown in Table 6, the mediating role of organizational pride
in the relationship between ESG environmental, ESG social, ESG governance, and green
innovation was analyzed as follows:

Table 6. The mediates Effects of Organizational Pride.

Hypothesized Path Direct
Effects

Indirect
Effects Total Effects

Indirect Effects

Lower Upper

H4a. ESG (E) → OP → GI 0.039 ** 0.075 ** 0.115 ** 0.053 0.145
H4b. ESG (S) → OP → GI 0.042 0.051 ** 0.093 ** 0.019 0.072
H4c. ESG (G) → OP → GI 0.167 0.069 ** 0.236 ** 0.078 0.261

Model
Summary:

CMIN/DF = 2.005, p < 0.001, GFI = 0.912, CFI = 0.941, TLI = 0.930, IFI = 0.942, NFI = 0.890,
RMSEA = 0.054

Notes: N = 346, ** p < 0.05. ESG (E) = environment, ESG (S) = Social, ESG (G) = Governance. OP = Organizational
pride. OIC, GI = Green innovation.

For H4a (Environmental → Organizational Pride → Green Innovation), both the direct
effect (β = 0.039, p < 0.05) and the indirect effect (β = 0.075, p < 0.05) were statistically
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significant. This indicates that organizational pride plays a partial mediating role in the
relationship between environmental factors and green innovation.

For H4b (Social → Organizational Pride → Green Innovation), the direct effect
(β = 0.042) was not significant, but the indirect effect (β = 0.051, p < 0.05) was signifi-
cant. This finding suggests a full mediation effect, where organizational pride fully explains
the impact of social factors on green innovation.

For H4c (Governance → Organizational Pride → Green Innovation), the direct effect
(β = 0.167) was not significant, while the indirect effect (β = 0.069, p < 0.05) was significant.
This also indicates a full mediation effect, showing that organizational pride fully mediates
the impact of governance factors on green innovation. To verify the mediating role of
organizational pride and ensure the robustness of our results, we conducted a study using
the bootstrap resampling method built into AMOS 24, with 5000 bootstrap samples and
a bias-corrected percentile method (Preacher & Hayes, 2008) [55]. The indirect effect was
considered significant when the 95% confidence interval did not contain zero. The results
indicate that organizational pride significantly mediated the relationship between ESG
practices and green innovation. Specifically, the indirect effect was significant in the ESG(E)
→ OP → GI (β = 0.075, 95% CI [0.053, 0.145]), ESG(S) → OP → GI (β = 0.051, 95% CI
[0.019, 0.072]), and ESG(G) → OP → GI (β = 0.069, 95% CI [0.078, 0.261]) paths. Since all
confidence intervals excluded zero, the mediation effect was confirmed, supporting the
robustness of the findings.

In summary, the research results suggest that organizational pride plays a full mediat-
ing role in the relationship between social and governance factors and green innovation,
while it serves as a partial mediator between environmental factors and green innovation.
This underscores the crucial role of organizational pride in transforming the impacts of
ESG dimensions into enhanced green innovation.

The moderating effect occurs when the relationship between the independent variable
(X) and the dependent variable (Y) changes depending on the level of the moderator
variable (Z). In this case, organizational pride (X) serves as the independent variable, green
innovation (Y) as the dependent variable, and organizational innovation climate (Z) as the
moderator variable. The analysis included organizational pride, organizational innovation
climate, and their interaction term (X * Z) in the regression model.

Table 7 shows the results of the adjustment effect of the organizational innovation
climate. In Model 1, which only included organizational pride, the direct influence on
green innovation (β = 0.348, t = 6.698, p < 0.001) was noticeable, explaining 11.9% of the
variance in green innovation (R2 = 0.119). This result indicates that organizational pride
directly and positively affects green innovation.

In Model 2, organizational innovation climate was added as the moderator. Both
organizational pride (β = 0.255, t = 4.665, p < 0.001) and organizational innovation climate
(β = 0.239, t = 4.470, p < 0.001) showed significant main effects on green innovation, with
the total explained variance increasing to 16.7% (R2 = 0.167). This indicates that both orga-
nizational pride and organizational innovation climate positively affect green innovation.

Model 3 included the interaction term between organizational pride and organizational
innovation climate to test the moderating impact. The interaction term (β = 0.198, t = 3.981,
p < 0.001) was statistically significant, suggesting that the organizational innovation climate
moderates the relationship between organizational pride and green innovation. Including
the interaction term improves the model’s explanatory power by 3.8%, bringing the total
explained variance to 20.5% (R2 = 0.205).

Organizational pride and organizational innovation climate were mean-centered be-
fore creating the interaction term to mitigate potential multicollinearity issues. This method
adjusts the variables by subtracting their respective means, helping to reduce multicollinear-
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ity. The significant interaction effect indicates that the impact of organizational pride on
green innovation varies depending on the level of organizational innovation climate, con-
firming the moderating effect and supporting Hypothesis 5.

Table 7. The moderating effect of the organizational innovation climate.

Model
Dependent Variable: GI

β t VIF

Model 1

Gender 0.014 0.269 1.019
Age 0.008 0.160 1.023

Education −0.017 −0.323 1.046
OP mc 0.348 6.698 *** 1.045

Model 2

Gender 0.001 0.023 1.022
Age −0.002 −0.048 1.025

Education 0.005 0.090 1.055
OP mc 0.255 4.665 *** 1.222
OIC mc 0.239 4.470 *** 1.170

Model 3

Gender −0.015 −0.307 1.029
Age −0.014 −0.287 1.029

Education 0.012 0.243 1.057
OP mc 0.288 5.312 *** 1.250
OIC mc 0.244 4.662 *** 1.171

OP * OIC mc 0.198 3.981 *** 1.049
Model Model 1 Model 2 Model 3

R2 0.119 0.167 0.205
∆R2 0.108 0.155 0.191

F 11.466 *** 13.679 *** 14.539 ***
Notes: N = 346, *** p < 0.001. ESG (e) = environment, ESG (s) = Social, ESG (g) = Governance.
OP mc = Organizational pride Mean Centering. OIC mc = Organizational innovation climate Mean Centering,
GI = Green innovation.

The interaction term between organizational pride and organizational innovation
climate was significant (β = 0.198, p < 0.001). As shown in Figure 4, organizational pride
had a stronger positive impact on green innovation under a high level of organizational
innovation climate, confirming the moderating effect hypothesis.

Figure 4. The moderating effect of the organizational innovation climate.
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5. Conclusions
5.1. Theoretical Implications

This study makes several critical theoretical contributions by empirically validating the
structural relationships proposed in the five key hypotheses. First, in line with Hypothesis
1, we confirm that ESG practices significantly impact organizational pride. This finding
aligns with previous studies [40] and adds nuance by showing that environmental, social,
and governance practices jointly and positively enhance employees’ sense of pride. By
examining ESG as a multidimensional construct, this study enriches our understanding of
how each component can generate distinct psychological outcomes at the employee level.

Conceptually, this research extends the theoretical understanding of the organizational
pride mechanism beyond the traditional CSR framework. Prior research (e.g., Schaefer
et al., 2024) has established that CSR engagement enhances employees’ organizational
pride, which in turn fosters prosocial or organizational citizenship behaviors [7]. However,
the present study broadens this perspective by embedding organizational pride within
the multi-dimensional ESG framework, which encompasses not only social responsibility,
but also the environmental and governance domains. This multidimensionality enables
a richer exploration of how different ESG dimensions trigger pride and shape employee
behaviors differently. The results reveal that employees’ emotional responses to governance
integrity and environmental responsibility are distinct yet complementary drivers of green
innovation, underscoring the importance of viewing ESG as an integrated structure rather
than as a simple extension of CSR’s social dimension.

Second, consistent with Hypothesis 2, organizational pride positively influences green
innovation. Prior research has typically examined pride in the contexts of general inno-
vation or organizational commitment. By focusing specifically on sustainability-driven
innovation, this study demonstrates that pride is not merely a positive emotion, but a key
motivational resource that drives employees to engage in environmentally responsible and
innovative behaviors. Contextually, this study situates the pride mechanism within the
green innovation domain, a critical but relatively underexplored setting. Unlike prior CSR
studies that emphasize reputation enhancement or employee loyalty, our findings reveal
that ESG-driven pride motivates employees to actively participate in innovation-oriented
sustainable practices, particularly when supported by a strong innovation climate. This
contextualization bridges the psychological mechanism of pride with the practical pursuit
of environmental innovation, providing a novel perspective for understanding the human
and motivational foundations of ESG-driven innovation.

Third, the findings regarding Hypothesis 3 reveal a more differentiated pattern than
initially expected. Environmental practices (H3a) directly and significantly foster green
innovation, but social (H3b) and governance practices (H3c) do not exhibit significant
direct effects. Instead, their influence emerges indirectly through organizational pride.
This nuanced result highlights the heterogeneous contributions of different ESG dimen-
sions to sustainable development outcomes, thus advancing ESG research. For example,
Subramanian, Jain and Bhattacharyya (2024) found that the E dimension of ESG had a
significant direct effect, while the S and G dimensions, influenced by institutional isomor-
phism pressures, were more likely to exert long-term effects through indirect channels
(organizational culture and internal structure) [56]. Liang et al. (2025) empirically demon-
strated that they significantly promoted green technology innovation, while the effects of
the S and G dimensions were significant only in industries with high levels of environ-
mental regulation or complex governance [18]. This suggests that not all ESG dimensions
operate through the same pathway: environmental practices can have immediate effects.
In contrast, social and governance practices require employees’ psychological identification
and pride as mediators to translate into innovation. Fourth, through Hypothesis 4, the
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mediating role of organizational pride between ESG practices and green innovation was
empirically confirmed. By situating pride as the bridge between corporate practices and
innovation, this research extends identity-based motivation theory into the ESG context.
It shows that employee pride is a powerful socio-emotional channel, vital for social and
governance practices whose impacts are indirect. Finally, Hypothesis 5 was supported,
demonstrating that the organizational innovation climate significantly moderates the re-
lationship between organizational pride and green innovation. A supportive innovation
climate amplifies the translation of pride into green innovation, illustrating the interac-
tive role of both psychological mechanisms (employee pride) and contextual mechanisms
(innovation-supportive environment).

Taken together, these findings underscore the originality and significance of this study
within the growing literature on ESG, employee behavior, and organizational innovation.
While prior research has examined how ESG or CSR initiatives influence employee attitudes
and innovative behaviors [7,31], the present study advances this discussion by adopting a
systems-based and employee-centered perspective that integrates multiple analytical levels
into a unified framework. Unlike much of the existing literature that focuses primarily
on external stakeholders, disclosures, or financial outcomes, this research emphasizes the
internal mechanisms through which ESG practices foster green innovation by shaping
organizational culture, employee psychology, and innovation climate.

First, this study offers a theoretical integration by linking ESG’s three core dimensions—
environmental, social, and governance—with both psychological (organizational pride)
and contextual (innovation climate) mechanisms. This holistic framework captures the
interdependent and dynamic nature of ESG systems rather than treating each dimension or
behavioral response in isolation. Specifically, organizational pride functions as a mediating
mechanism, while innovation climate serves as a moderating factor, together forming a
system dynamics perspective that connects micro-level emotions with macro-level sustain-
ability practices.

Second, this research extends the existing ESG and CSR literature by situating the
analysis within the Chinese context, where ESG implementation is still evolving under
unique institutional and cultural conditions. While prior studies have largely focused on
Western firms with mature ESG structures, this study provides empirical insights from
Chinese enterprises, demonstrating how differentiated ESG dimensions exert systemic
impacts on innovation in an emerging market environment.

Third, this study contributes methodologically by operationalizing ESG from an
employee perception perspective, capturing how individual-level cognition and emotion
aggregate into collective innovation behaviors. This bottom-up lens complements existing
top-down evaluations of ESG performance and offers a more nuanced understanding of
the human mechanisms underlying sustainability-oriented innovation.

In sum, the novelty of this study lies not in proposing an entirely new topic, but in
developing an integrated, context-sensitive, and employee-centered analytical model that
connects ESG’s multidimensional structure to individual motivation and organizational
innovation within a unified systems framework. By bridging micro-level psychological
processes with macro-level sustainability outcomes, this research provides a comprehensive
and dynamic understanding of how organizations can translate ESG engagement into
emergent and enduring innovation performance.

5.2. Practical Implications

This research also offers practical insights for policymakers and business leaders com-
mitted to sustainability. First, companies need to shift ESG from an “external disclosure
activity” to a “management system embedded in daily operations and workflows”. This
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emphasizes that ESG should be integrated into the business cycle and employees’ daily
functions, rather than simply serving as an external compliance indicator, to achieve true
sustainable transformation. When employees perceive that their organization integrates
ESG into daily work systems (such as compensation, work goals, and ethical decision-
making), their sense of well-being and work meaning significantly increases. Therefore,
companies should institutionalize ESG behavioral standards in system design, incentives,
and performance management, making sustainable value a part of the “daily work ex-
perience”. Research on how to internalize ESG into governance systems, monitoring
mechanisms, and daily operational practices using a systems management approach will
need to be conducted. In countries with high governance quality, the public has greater
trust in companies with ESG transparency. Therefore, increasing the awareness and social
penetration of ESG practices is a crucial management practice for companies, both inter-
nally and externally. Second, the strong connection between organizational pride and green
innovation highlights the need for psychologically grounded and systemically designed
leadership strategies that align individual identity with the organization’s sustainability
goals. Recognition programs, ESG-focused communications, and identity-based integration
can reinforce these dynamics. Third, the differentiated impact of each ESG dimension high-
lights the systemic complexity of ESG: environmental initiatives may lead to immediate
innovation benefits, while social and governance initiatives can foster long-term pride
and commitment. Therefore, managers should design ESG strategies that target specific
dimensions rather than viewing ESG as a monolithic concept. Finally, the moderating
role of innovation climate suggests that organizations are dynamic systems; a transparent,
flexible, and supportive climate can ensure that ESG-driven pride translates into emerging
innovation outcomes. By adopting this systems view, ESG can become a strategic driver of
sustainable competitive advantage.

5.3. Limitations

This study has several limitations. First, reliance on self-reported survey data may
introduce bias and limit measurement scope. Second, the findings are based on a sample
of Chinese employees in a specific industry, primarily young, educated private sector em-
ployees, which limits the study’s generalizability across different cultural and institutional
contexts. Third, the lack of objective ESG performance indicators limits the scope of analysis
to employee perceptions. Furthermore, the study’s cross-sectional design limits its ability
to draw clear causal inferences. Nevertheless, the results provide a useful foundation for
understanding the underlying mechanisms of the relationship between ESG practices and
innovation outcomes. Future research could adopt longitudinal or experimental designs to
further establish causal relationships. Furthermore, research should address these issues
by expanding to different cultural and industry contexts and integrating objective ESG
and innovation performance data. Combining employee perceptions with external ESG
assessments will provide a deeper understanding of how ESG practices influence firm
innovation in different institutional contexts.
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