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ABSTRACT

Sustainability is a key strategy that today's companies must implement in order to ensure their long-
term competitiveness and enhance their innovation results. The present study explores the connection
among corporate sustainability, innovation performance and the role of innovation capability as a
mediating factor in Indian organizational setting. Based on the RBV and DC theory, the study examines
sustainability-oriented practices and their impact on improved innovation performance. The
quantitative cross sectional research design was used and a structured questionnaire was used to collect
data from 391 employees and managers from different organizations in India. Structural Equation
Modelling (SEM) was applied in analysing the proposed relationships. The results suggest that the
positive effect of corporate sustainability on both innovation capability and innovation performance.
The results also confirm that the innovation capability has a significant positive impact on innovation
performance and it partially mediates the relationship between corporate sustainability and innovation
performance. The results indicate that combining capabilities with sustainability activities can enhance
innovation performance. The study adds to the existing body of literature on sustainability and
innovation, offering empirical evidence in the Indian context. The results provide useful guidance to
managers and policy makers who aim to use the corporate sustainability as a strategic asset to generate
innovation and increase the competitiveness of the organization in the long-term.

Keywords: Corporate Sustainability, Innovation Performance, Innovation Capability, Structural
Equation Modelling (SEM), Emerging Markets (India)

INTRODUCTION.

Sustainability has become a corporate priority for the organizations aiming to achieve sustainable
economic growth and to solve environmental and social issues. In recent years, sustainability has come
to be seen by businesses as an important factor in organizational competitiveness, in value creation for
stakeholders, and in innovation (Elkington, 1997, Dyllick & Muff, 2016). By incorporating
environmental, social and economic factors into business operations, companies can create sustainable
practices which increase their resilience and ensure long-term growth (Bansal & DesJardine, 2014).
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However, innovation is a key factor in enabling organisations to adapt to the shifting demands of the
market, the rapid advances of technology and the changing expectations of stakeholders. Companies
that integrate sustainability concepts into their strategic and operational processes tend to have
superior capabilities to come up with new products, services and processes (Porter & van der Linde,
1995). Since then, there has been a growing interest in the research community and practitioners to
learn how corporate sustainability relates to innovation performance and sustainable competitive
advantage (Adams et al., 2016).

According to the already published works, the use of sustainable practices makes organizations more
efficient in using their resources, more efficient in their interaction with stakeholders, and more willing
to develop a culture of constant learning and creativity (Hart, 1995; Nidumolu et al., 2009). These factors
foster an innovative environment and provide companies with better opportunities to recognize and
capitalize on new opportunities. However, the evidence-based knowledge about the mechanism(s) by
which corporate sustainability is associated with innovation performance is still inconsistent, especially
in emerging economies (Aboelmaged & Hashem, 2019). Although a few studies have mentioned that
sustainability efforts are correlated with organizational outcomes, there has been little focus on the part
played by organizational abilities in turning sustainability initiatives into tangible innovation
outcomes. The ability of innovation is one of the most important organizational resources for the
acquisition, integration and application of knowledge in the creation of new products, processes and
business models (Lawson & Samson, 2001). Based on the Resource Based View (RBV) (Barney, 1991)
and Dynamic Capabilities Theory (DCT) (Teece et al., 1997), innovation capability can be regarded as a
strategic capability that is enabled to turn sustainability-oriented investments into better innovation
results. Sustainability measures are better used by firms with high innovation capacity, and companies
with high innovation capacity are more likely to achieve high innovation performance and to be
competitive in the future (Saunila, 2020).

These relationships are examined in the Indian context in a more relevant manner. India is the fastest
growing economy in the world, and thus the dual challenge is to maintain economic growth and to
take care of the pressing environmental and social issues. Indian companies have responded to the
sustainable development and awareness building initiatives by the Government and the rising
regulatory expectations to incorporate sustainable practices in different sectors (KPMG, 2023). The role
of these sustainability measures in delivering innovation performance via developing innovation
capabilities, however, has not been sufficiently explored. Although sustainable development and
innovation research has been proceeding steadily, there is a lack of understanding regarding the
mediating role of innovation capability between corporate sustainable development and innovation
performance, particularly from an Indian business context. This gap is crucial, both theoretically and
practically, because it can help insight into the ways in which organizations can strategically use
sustainability initiatives to improve the results of their innovation efforts. Therefore, this study explores
the relationship of corporate sustainability and innovation performance and its mediating role of
innovation capability between Indian companies with the help of the Structural Equation Modelling
(SEM). The study's findings are relevant to the sustainable development and innovation literature, and
offer practical implications for managers and policy makers in India who want to drive sustainable and
innovativeness development.

LITERATURE REVIEW

Improving ESG scores and financial performance is more significantly impacted by ordering inferences
by R&D. The study's results can be beneficial for the company to enhance their ESG matter disclosure,
enhance the quality of their reporting, satisfy the ESG standards, and enhance the financial
performance. Additionally, these results benefit investors, managers and policymakers mostly (Narsa
Goud, 2025) Manufacturing industries' innovation and sustainability performance are greatly
improved by ESG performance, suggesting that a company's innovation and sustainability
performance increases with its ESG performance. ESG initiatives and sustainability performance are
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completely mediated by the firm's innovation performance (Shukang Zhou et al., 2023). Dynamic
sustainability capability has both direct and indirect facilitating effects on social and environmental
performance through managerial capacity. Relational capability has little effect on environmental
performance, but it does partially moderate the connection between dynamic sustainability capabilities
and social performance. Moreover, the influence of factors in the environment of the firms will affect
the above interactions (Bhadra et al, 2024) Studies the relationship between variables from an
organizational structure, organization strategy, R&D talent, R&D technology, environmental
uncertainty, environmental stakeholders, corporate innovation capability, corporate sustainability and
strategic corporate social responsibility point of view. Strategic corporate social responsibility is a
corporate innovation service that has a significant impact on the corporate sustainability performance.
Additionally, corporate innovation services in high-tech sectors are not much impacted by
organizational structure or R&D talent (Wen-Hsiang Lai et al., 2015) This study aims to investigate how
corporate sustainability affects firm performance by looking at the indirect effects of a company's green
innovation capabilities and sustainability-oriented supplier partnerships, results show that the impact
of social sustainability practices on a company's performance is indirectly influenced by a
sustainability-oriented supplier partnership. Partnerships with suppliers that focus on sustainability
do not benefit environmental, economic and business performance in a positive way. With the
exception of environmental sustainability and business performance, green innovation capabilities
have an indirect impact on social and economic sustainability (Michelle Frempomaa Frempong et al.,
2021) The Government has an effect on businesses both in terms of their growth and technology.
Financial resources have a significant effect on the capacity for collaboration. Furthermore, it has
become clear that capacity building has a huge impact on innovation that is focused on sustainability.
By offering insight into the importance of different contingencies and resource integration for the
implementation of sustainable practices, this study also makes a contribution to the contingent
resource-based theory (Sonal Khurana et al., 2022) Environmental, Social and Governance performance
is the strongest factor to influence Sustainable business practices while green innovation practices and
ITC also play significant role. The report emphasizes the strategic value of embedding robust ESG
principles, fostering innovation via sustainable operations and practices, and leveraging the IT
capabilities for long-term performance and operational effectiveness. It offers valuable insights for
business leaders and policymakers aiming for enhanced sustainability outcomes (Aisha Begum and
swamy, 2026). The concept of strategic agility is related to the concepts of knowledge management,
open innovation, the use of artificial intelligence, and sustainable innovation performance, both directly
and indirectly. The framework can also be used by managers to formulate policies and strategies of
their organisation for enhancing its sustainable innovation performance (Rema verma et al., 2026). The
results reveal the linkage between sustainability innovation and innovation performance as well as
mediation of knowledge application and sharing. The findings are relevant to the use of sustainable
innovation in industrial companies and its impact on improving innovation results through the
application and sharing of knowledge (Sebastian-Ion Ceptureanu et al., 2025).
BACKGROUND OF THE STUDY:
In today's environment a more comprehensive framework is becoming the norm, where the other key
metrics are the company's ESG metrics, Innovation capability and the company's sustainability. They
are so vital to a company's identity, operations, and long-term strategy of the business. This holistic
approach enables companies to communicate to stakeholders, such as investors, clients, and regulators,
their dedication to sustainability and ethical business practices. Sustainability focuses on environmental
stewardship, resource conservation, and ecological resilience are the main goal of sustainability. There
are some more general CSR programs that are geared toward social and ethical issues. Sustainability
and ESG are complementary, but have a wider perspective in business. To deliver long term value,
while not using up the economic, social and environmental resources that future generations will rely
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on. Sustainable business methods are not just about reducing harm but actively promote to the well-
being of the planet and its inhabitants It is now easier to measure and monitor a company's impact on
ESG issues because to developments in data analytics and technology. There are some companies that
are using technology to boost productivity, minimize waste, and create sustainable solutions. This is
one of the innovations that is helping to move businesses toward sustainability. Financial development
can still occur in technology firms with them leading in environmental sustainability. Innovation
Capability is the ability of an organization to acquire, combine, convert and apply knowledge to create
innovative products. Innovation capability includes organizational learning, R&D endeavours, staff
inventiveness, and knowledge management are all included in innovation capability. Incorporating
sustainability, innovation capability and Environmental, Social, and Governance (ESG) principles into
business strategy is a fundamental shift in the idea of what makes a real business succeed. Based on the
study of the interactive effect of dimensions of individual ESG initiatives, it has been found that the
effect of the dimension of environmental initiatives on innovative performance and the dimension of
social initiatives on innovative performance is mediated by the dimension of corporate governance.
Study shows that institutional development affects the success of the corporate governance initiatives
(Zhang et al., 2020). This paper will emphasize Individual sustainability competencies and their
contribution to building their innovation capacity. This research identifies competencies that enhance
innovation by developing the organizational learning and the stakeholder capabilities. (Asha and Som
sekhar, 2022). Sustainable innovation influences corporate social responsibility (CSR) and encourages
the expansion and sharing of knowledge both inside an between organization. So, there is a possibility
to lower some market inefficiencies by applying a sustainable innovation approach. Knowledge
management provides the knowledge and the ability to respond to it and provides the pathway to
creative performance. These behaviours and information diffusion are therefore positively and
significantly associated with innovation performance of the businesses (Julio et al., 2020). The empirical
results confirm that green dynamic capability and sustainability studies are mediators between
financial performance and environmental regulation, respectively. In addition, results demonstrate that
environmental legislation can positively influence the financial performance via two different
mediation pathways: environmental legislation and green dynamic capability, environmental
legislation and sustainability exploration innovation, and environmental legislation and sustainability
exploitation innovation. (Xing et al., 2020)

RESEARCH FRAMEWORK

The proposed research framework examines the role of innovation capability as a mediator between
the relationship between corporate sustainability and innovation performance of Indian companies.
Corporate sustainability is defined as a three-part construct of environmental, social and economic
dimensions that form the key balance between profitability and social responsibility and environmental
stewardship (Elkington, 1997; Dyllick & Mulff, 2016). The incorporation of sustainability into business
strategy has emerged as a key factor of organizational success and long-term competitiveness as
companies are being faced with stakeholder pressures, regulatory expectations and sustainability
challenges. The framework is based on Dynamic Capabilities Theory and Resource Based View (RBV).
The ability to create resources and capabilities that are valuable, not easily accessible, non-substitutable
and inimitable is the basis upon which the Resource Based View of the firm rests, which gives
organizations sustainable competitive advantage (Barney, 1991). Sustainability-focused practices help
to build strategic resources by improving organizational knowledge, stakeholder relationships,
operational efficiencies and learning. (Hart, 1995). These resources are used to create innovation and
value over time. On top of RBV, Dynamic Capabilities Theory states that firms need to continuously
integrate, develop, and reconfigure their internal and external resources to be effective in adjusting to
new market and environmental conditions (Teece et al., 1997; Teece, 2007). Organizations that
incorporate sustainability into their strategic and operational processes have a better chance of building
innovation capabilities which enable the organization to identify, absorb and apply new knowledge.
These capabilities can help companies integrate sustainability into innovative products, services and
processes, thereby improving organizational performance.
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In this context, the mechanism between corporate sustainability and innovation performance is the
innovation capability. The definition of innovation capability is that it measures an organization's
ability to develop and implement innovations successfully through the generation, acquisition,
assimilation and exploitation of knowledge (Lawson & Samson, 2001). There is a positive correlation
between innovation capabilities and the use of sustainability-driven resources and opportunities for
better innovation results (Saunila, 2020). Innovation performance is the dependent construct and
indicates the achievement of market related outcomes, operational process improvements and new
product introductions in innovation activities. Previous research has indicated that sustainable
companies can deliver more innovative solutions that enhance competitiveness, agility and business
performance in the long run (Porter & van der Linde, 1995; Adams et al., 2016). Therefore, the model
suggests that there is a direct relationship between CS and innovation performance, and a mediated
one between CS and innovation capability. The Indian context is of special interest as a context to
explore these relationships as companies with increasing focus on sustainability initiatives are also
aiming for innovation and growth and become globally competitive. Structural Equation Modelling
(SEM) is used to test the proposed direct and indirect relationships between the latent constructs in the
empirical analysis, thus giving a robust test of the mediation role of innovation capability in the
relationship between corporate sustainability and innovation performance.

RESEARCH OBJECTIVES

This research is based on the Resource Based View (Barney, 1991) and Dynamic Capabilities Theory
(Teece, 2007) and aims to explore how corporate sustainability is related to innovation capability and
innovation performance in the context of Indian companies. While previous research has demonstrated
that sustainable oriented practices help increase the competitiveness of organizations and boost
innovation outcomes (Adams et al. 2016; Hart, 1995), empirical studies specifically exploring the
linkages between corporate sustainability and better innovation performance in emerging economies
like India remain scarce. Hence, the aim of the present study is to explore whether the innovation
capability is a mediator between corporate sustainability and innovation performance. Specifically, the
study investigated the influence of corporate sustainability on the innovation capability of a company,
the direct influence of corporate sustainability on the innovation performance of a company, the
influence of innovation capability on the innovation performance of a company, and the mediating
effect of innovation capability between corporate sustainability and innovation performance.

METHODOLOGY

In order to investigate the mediating role of innovation capability between the corporate sustainability
and innovation performance variables in the Indian context, the study employed a quantitative research
design with a cross-sectional research approach. The primary data were collected using a structured
questionnaire from employees and managers from organizations that are involved with sustainability



1329 / Journal of Daoist Studies 19-4s (2026)

and innovation practices. After data screening, 391 valid questionnaires were retained for analysis,
using purposive sampling, 438 questionnaires were distributed both online and offline. The
questionnaire included items on a five-point Likert scale ranging from 1 being strongly disagree to 5
being strongly agree for corporate sustainability, innovation capability and innovation performance.
For data analysis, SPSS as well as Smart PLS software was used. Screening for missing values, outliers
and normality was done as a preliminary analysis. Confirmatory Factor Analysis was used to determine
the reliability and validity of the measurement model by analysing the factor loadings, Cronbach's
alpha, Composite Reliability (CR), and Average Variance Extracted (AVE). Further, the proposed
relationships between the constructs were tested using a Structural Equation Modelling (SEM). The
ethical standards were upheld throughout the study; participants were asked to take part willingly,
and they gave their informed consent and confidentiality was ensured with respondents' information.
A structured questionnaire was used to assess the three latent constructs, Corporate Sustainability (CS),
Innovation Capability (IC) and Innovation Performance (IP). The items used in the measurement were
adapted from validated scales.

Corporate Sustainability (CS): The Corporate Sustainability (CS) questionnaires are prepared with
reference to Robert G. Eccles, Ioannis loannou & George Serafeim (2014).

CS1: Our organization actively integrates environmental sustainability into its business practices.

CS2: The company is committed to reducing its environmental impact through sustainable initiatives.
CS3: Social responsibility is a key priority in our organization’s decision-making.

CS4: The organization ensures ethical practices in its operations and stakeholder relationships.

CS5: Long-term sustainability goals are clearly defined and implemented in our organization.
Innovation Capability (IC): The Innovation Capability (IC) questionnaires are prepared with reference
to Teece, D. J. (2007)

IC1: Our organization encourages employees to generate new ideas and innovative solutions.

IC2: The company has strong capabilities to adopt and implement new technologies.

IC3: There is a supportive environment for experimentation and risk-taking in the organization.

IC4: The organization effectively transforms creative ideas into practical innovations.

IC5: Continuous learning and knowledge sharing are promoted to enhance innovation.

Innovation Performance (IP): The Innovation Performance (IP) questionnaires are prepared with
reference to Tidd, J., & Bessant, ]. (2009).

IP4: Our company has achieved significant improvements in processes through innovation.

IP6: Innovation activities have enhanced the overall competitiveness of the organization.

IP7: The organization responds quickly to market changes through innovative solutions.

IP10: Innovation has contributed positively to the organization’s financial performance.

6.1 Hypothesis Development:

H1: Corporate Social Responsibility has a significant impact on Innovation Capability.

H2: Corporate Social Responsibility has a strong impact on Innovation Performance.

H3: Innovation Capability is a strong contributor to Innovation Performance.

H4: Innovative Capability is the mediator between the Corporate Social Responsibility and Innovation
Performance.

DATA ANALYSIS
Table 1

Demographic Profile of Respondents (N = 391)

Variable Category Frequency (n) Percentage (%)
Male 269 68.8

Gender Female 122 31.2
Total 391 100

. . Managers 133 34
Designation

Management Trainees 106 27
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HR Executives 94 24

Technicians 58 15
Total 391 100

18-25 years 90 23

26-30 years 145 37

Age Group 31-35 years 90 23
Above 36 years 66 17
Total 391 100

ITI/PUC 102 26

. Graduation 152 39
;:;:?itz:;(a)lrl Post Graduation 113 29

Others 24 6
Total 391 100

Source. Author’s survey data (2026).

Demographic analysis of the respondents indicates that majority of the respondents were males and
were employed. Of the 391 respondents, 269 respondents (68.8%) were male and 122 respondents
(31.2%) were female. This suggests that there was a higher proportion of male employees in the study
sample. In terms of designation, the maximum number of respondents were managers (133, 34%)
followed by management trainees (106, 27%). HR executives were represented by 94 (24%) while the
smallest group was technicians with 58 (15%). This distribution shows that the employees at various
levels and in various professions in the organization were involved in the study. The age-wise
classification shows that most of the respondents were within the age group (26-30) with 145
respondents (37%). 23% (90 respondents) of the respondents were in the age group 18-25 and 31-35 age
group respectively. Of those who responded, 66 (17%) were over 36 years of age. This implies that this
study primarily reflects the views of young and career professionals. In terms of education
qualification, most of the respondents were graduate with 152 respondents (39%). Post-graduates (29%)
responded the largest number of 113 followed by ITI/PUC qualified respondents (26%) with 102
participants. 24 respondents (6%) were in the “Others” group. The results show that most of the
respondents had higher educational qualifications which may contribute to their awareness of
corporate sustainability and innovation practices.

Table 2: Measurement model

. . Average
. Composite Composite .
. Cronbach's . L. variance
Constructs Outer loading reliability reliability
alpha (tho_a) (tho_0) extracted
- - (AVE)
t ial
Corporate Socia - 0.825 0.827 0.877 0.589
Responsibility
CS1 0.754
CSs2 0.758
CS3 0.807
CSs4 0.721
CS5 0.793
I ti
rmova{ ?on - 0.824 0.829 0.877 0.588
Capability
IC1 0.750
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1C2 0.769
IC3 0.817
1C4 0.713
1C5 0.780
g:;?ovl‘?;):ce B 0.823 0.825 0.883 0.654
IP10 0.821
1P4 0.814
1P6 0.808
1P7 0.791

Note: The primary survey data were analysed using SmartPLS 4 to calculate the outer loadings,
Cronbach's alpha, composite reliability (oa and oc), and average variance extracted (AVE) values for all
the variables.
The primary survey data were analyzed using SmartPLS 4 to calculate the outer loadings, Cronbach's
alpha, composite reliability (oa and oc), and average variance extracted (AVE) values for all the
variables.
Outer loadings, Cronbach's alpha, composite reliability, and average variance extracted (AVE) were
used to evaluate the measurement model. The results showed good reliability and convergent validity
of all constructs. The internal consistency reliability of the construct Corporate Social Responsibility
was good as the Cronbach's alpha was .825; the composite reliability (rtho_a) was .827; and the
composite reliability (rho_c) was .877, all higher than the .70 threshold. The AVE value was .589, higher
than the acceptable .50, indicating acceptable convergent validity. Moreover, all the loadings of the
indicators were greater than .721 and less than .807, suggesting that the indicators were adequate to
represent the construct. Satisfactory reliability and validity were also obtained for Innovation
Capability. The Cronbach's alpha value obtained was .824, the values of the composite reliability were
.829 (rho_a) and .877 (rho_c) which were higher than recommended value of .70. Convergent validity
was adequate with the AVE value of .588. Moreover, outer loadings varied from .713 to .817, indicating
the significance of all indicators to the construct measurement. Strong reliability of the construct
Innovation Performance was obtained with the following values for Cronbach's alpha, .823; rho_a: .825;
and rho_c: .883. The AVE value is .654, which is a good level of convergent validity. The outer loadings
of the indicators were between .791 and .821, which were higher than the recommended outer loading
.70, indicating that the indicators reliably measured the construct. Cronbach's alpha and composite
reliability for all constructs were > .70 and AVE for all constructs were > .50. In addition, all factor
loadings were greater than .70, which is a good benchmark for the reliability of the indicators for their
respective constructs. Thus, the measurement model was deemed to be statistically acceptable for
subsequent structural model examination.

Table 3: Descriptive statistics

Corporate Social Innovation Innovation
Variables Mean SD Responsibility Capability Performance
Corporate Social
Responsibility 3.005 1.091 - - -
Innovation
Capability 3.011 1.080 0.420 - -
Innovation
Performance 3.022 1.146 0.477 0.462 -

Source: Author's computation based on primary survey data (N =391).

Descriptive statistics and inter-correlations of the variables of the study are shown in table II. The mean
scores of Corporate Social Responsibility (3.005, 1.091), Innovation Capability (3.011, 1.080) and
Innovation Performance (3.022, 1.146) reflect moderate level of responses from the respondents. The
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correlation analysis showed that there was positive correlation between the Corporate Social

Responsibility with Innovation Capability (r = .420) and Innovation Performance (r = .477). Also, there

was a positive correlation between Innovation Capability and Innovation Performance (r = .462). The

results indicated that the more corporate sustainability practices, the more the innovation capability
and the more the innovation performance.

Table 4: Discriminant validity Fornell-Larcker criterion

Corporate Social Innovation Innovation
Responsibility Capability Performance
Corpora’.te .S.0C1al 0.767
Responsibility
Innovation Capability 0.425 0.766
Innovation Performance 0.480 0.463 0.808

Source: Author's computation using SmartPLS 4 based on primary survey data (N =391).
The Fornell-Larcker criterion was used to assess discriminant validity among the constructs. The
square root of the AVE for Corporate Social Responsibility (.767), Innovation Capability (.766), and
Innovation Performance (.808) was greater than the correlations between the respective constructs. The
results indicate that each construct is unique and sufficiently different than other constructs in the
model, and hence, the results show acceptable discriminant validity.

Table 5: Discriminant validity Heterotrait-monotrait (HTMT) matrix

Corporate Social Innovation Innovation
Responsibility Capability Performance
Corporate Social
Responsibility
Innovation Capability 0.510 - -
I ti
jnovaton 0.579 0.561 -
Performance

Source: Author's computation using SmartPLS 4 based on primary survey data (N = 391).

The Heterotrait-Monotrait (HTMT) ratio was used to assess discriminant validity among the
constructs. The values of the relationships between Corporate Social Responsibility and Innovation
Capability (.510), Corporate Social Responsibility and Innovation Performance (.579), Innovation
Capability and Innovation Performance (.561) fell short of the recommended value of .85. The result of
this process suggests that the discriminant validity was achieved, which means that the different
constructs are conceptually different from each other.

Table 6: Coefficient of Determination (R?) Results
R-square R-square adjusted
Innovation Capability 0.180 0.178
Innovation Performance 0.312 0.309

Source: Author's computation using SmartPLS 4 based on primary survey data (N = 391).

R? values provide information about how well the structural model predicts. The R? for the Corporate
Social Responsibility model of Innovation Capability was .180 and the Adjusted R? was .178, meaning
that 18.0% of the variance in Innovation Capability is explained by the model. Likewise, the two factors
of Corporate Social Responsibility and Innovation Capability accounted for 31.2% of the variance in
Innovation Performance (R? =.312, Adjusted R?=.309).
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Table 7: Hypotheses testing results

Original | Sample | Standard .
sample mean | deviation 1 statistics P Result
() o) | (sTDEY) | (OSTPEVD | values | 1y o iin

Corporate
Social

Responsibility |  0.425 0.428 0.042 10.17 0.000 Supported
->Innovation
Capability Accepted
Corporate
Social

Responsibility | 0.346 0.348 0.045 7.779 0.000 Supported
->Innovation
Performance Accepted

Innovation
Capability ->
Innovation
Performance Accepted

0.316 0.317 0.043 7.275 0.000 Supported

Source: Author's computation using SmartPLS 4 based on primary survey data (N = 391).
The findings show that Corporate Social Responsibility (CSR) positively and significantly affects
Innovation Capability (at the level t=10.17 and p <.001). Path coefficient indicates that with the rise in
CSR practices, innovation capability of the firms also increases. There is good evidence for this
relationship, given the high value of the t and the low value of the p. Hence, the H1 is accepted, and it
supports that CSR is important in building up the organizational innovation capability. The results of
the study show that the positive and significant effect of Corporate Social Responsibility on Innovation
Performance is equal to 0.346 and the value of t is 7.779 with p value <0.001. This finding suggests that
if an organization has an interest in CSR activities, its innovation performance would be better. The
result of statistically significant path coefficient indicates that CSR has a direct impact on the innovation
results. Hence, we see that H2 is accepted and supported. The results of the analysis reveal that the
coefficient of Innovation Capability is 0.316 which is positive and significant on Innovation Performance
at significance level less than 0.001 and t value 7.275. This discovery suggests that companies with
higher innovation capabilities are more likely to achieve higher innovation performance. The t-statistic
and p-value are significant, which indicates that Innovation Capability is an important predictor of
Innovation Performance. So, H3 is accepted and supported.

Table 8: Hypothesis testing results of the mediating variable

Original Sample Standard Result

sample mean | deviation T statistics P
(0) M) (STDEV) (IO/STDEVI) | values
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Corporate

Social Supported

Responsibility -

> Innovation 0.134 0.136 0.023 5.952 0.000

Capability ->
Innovation

Performance

Source: Author's computation using SmartPLS 4 based on primary survey data (N = 391).

The mediation analysis showed that the relationship between Corporate Social Responsibility and
Innovation Performance was mediated by Innovation Capability (3 =.134, t =5.952, p <.001). The results
showed that the relationship of Corporate Social Responsibility on Innovation Performance is
significant mediated by Innovation Capability and this supported the H4. The results showed that both
direct and indirect path from CSR to Innovation Performance were significant, thus it can be said that
the mediation was partial mediation. Based on these results, Innovation Capability can be inferred as
important variable that mediate CSR to Innovation Performance.

Table 9: F2 matrix

Corporate Social Innovation Innovation
Responsibility Capability Performance
Corporate Social
Refponsibility ] 0220 0143
Innovation Capability - - 0.119
Innovation ) ) )
Performance

Source: Author's computation using SmartPLS 4 based on primary survey data (N = 391).

The effect size analysis revealed that the effect of Corporate Social Responsibility on both Innovation
Capability (f2 =.220) and Innovation Performance (f2 = .143) was medium. Innovation Capability also
proved to have a small effect on Innovation Performance (f2=.119). According to Cohen (1988) criteria,
these results indicate that Corporate Social Responsibility is a relatively good predictor of Innovation
Capability, but not so good to Innovation Performance, and Innovation Capability is a weak but
significant predictor of Innovation Performance.

RESULTS & FINDINGS

The results of the structural model have strong support for all the proposed hypotheses. The results
showed that Corporate Social Responsibility (CSR) had a positive and significant effect on Innovation
Capability (p = .425, t =10.17, p <.001), which supported H1 and suggested that a higher CSR practice
can lead to an increase in Innovation Capability. In the same way, CSR exerted a strong positive impact
on Innovation Performance (3 = .346, t = 7.779, p < .001), thereby confirming H2. This implies that
socially responsible firms have better innovation performance. Innovation Capability was also
determined to positively influence Innovation Performance ( = .316, t = 7.275, p < .001) that supports
H3 and emphasizes the role of organizational capabilities in innovation success. In addition, the
mediation analysis showed that CSR has a significant indirect effect on Innovation Performance via
Innovation Capability (f =.134, t = 5.952, p <.001), in support of H4. The direct effect was significant
and the indirect effect was significant as well, which means that CSR improves the innovation
performance both directly and indirectly via the improvement of Innovation Capability, thus,
Innovation Capability partially mediates the association between CSR and Innovation Performance.
The analysis of effect size (f2) also showed that CSR had a medium effect on Innovation Capability (f?
=.220) and small-to-medium effect on Innovation Performance (f>=.143), and that Innovation Capability
had a small but significant effect on Innovation Performance (f>= .119). In summary, these results
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indicate that CSR can be treated as a strategic organizational resource to enhance innovation capability
and innovation performance, highlighting the importance of CSR-oriented practices for innovation in
companies.

CONCLUSION

Corporate Social Responsibility (CSR), Innovation Capability and Innovation Performance of Indian
Organizations: A Structural Equation Modelling (SEM) approach. The results show that CSR has a clear
positive impact on Innovation Capability and Innovation Performance, thus emphasizing the strategic
value of CSR practices in the context of Innovation. The findings also support that Innovation Capability
positively affects Innovation Performance, and is a significant partial mediator between CSR and
Innovation Performance. The results indicate that, in addition to directly investing in CSR,
organizations can also use CSR as a tool to enhance their innovation capacity. The effect size analysis
also validates the practical implications of CSR as an important determinant of innovation outcomes.
The study adds to the existing pool of literature on corporate sustainability and innovation and
strengthens the notion that sustainability needs to be embedded in the core business strategy for
fostering long-term competitiveness and innovation performance in the Indian context. The results
from a managerial point of view highlight the importance of organizations to coordinate the CSR
activities with capability building activities to obtain maximum benefit from innovations. The study
findings overall demonstrate that, corporate sustainability can be considered a valuable strategic
resource which directly and indirectly contributes to innovation performance via innovation capability
development.

IMPLICATIONS AND NOVELTY OF THE STUDY

This study attempts to fill the gaps in the sustainability and innovation literatures with an empirical
analysis of the significance of the mediating role of innovation capability in the relationship between
corporate sustainability and innovation performance in the Indian context. Previous research has
largely investigated the direct impact of sustainability on organizational performance, but this research
offers novel empirical evidence that innovation capability is a key link between corporate sustainability
and innovation performance. The results underline the strategic value of combining sustainability
initiatives with capability building for pursuing better innovation results in a holistic approach,
building on the concepts of the Resource Based View and Dynamic Capabilities Theory. In practical
terms, the research underscores the importance of corporate sustainability investments for enhancing
organizational responsibility and, more significantly, their innovation power, which in turn supports
sustainable growth and long-term competitiveness of organizations.
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