Risk and Financial Management; Vol. 6, No. 1; 2025
(CIDEAS ISSN 2690-9790  E-ISSN 2690-9804
https://doi.org/10.30560/rfm.v6n1p24

Research on the Impact of Corporate Green Transformation on
Organizational Performance under ESG Strategy Orientation

Zhang Xianghan' & Li Zhengwei’
' Guangzhou College of Technology and Business, Guangzhou, Guangdong, China
2 Suzhou Institute of Trade&Commerce, Suzhou, Jiangsu, China

Correspondence: Zhang Xianghan, Guangzhou College of Technology and Business, Guangzhou, Guangdong,
China. E-mail: zhangxianghan@gzgs.edu.cn; 2006022206(@szjm.edu.cn

Received: March 1, 2025  Accepted: March 29,2025  Online Published: April 3, 2025

Abstract

Against the backdrop of the intensifying global climate crisis and the deepening consensus on sustainable
development, ESG (Environmental, Social and Governance) strategy has gradually evolved from a corporate
compliance tool to a strategic framework for reshaping core competitiveness. With the tightening of policies and
regulations in various countries and the strengthening of green preference in the capital market, the environmental
and social pressures faced by enterprises have been transformed from external constraints to internal
transformation dynamics. Green transformation is not only a necessary path for companies to cope with regulatory
and market risks, but also a key lever to capture long-term value. However, this process is not linear, and its
complexity is reflected in the game between short-term cost investment and long-term benefits, and the conflict
between technological innovation and organizational inertia. the embedding of ESG strategy provides systematic
guidance for green transformation, and through the integration of environmental goals and social responsibility, it
promotes the transformation of enterprises from resource-consuming to innovation-driven mode. In this process,
the dimension of organizational performance measurement has expanded from single financial indicators to non-
financial areas such as innovation ability and brand value, forming a multi-dimensional interactive performance
enhancement mechanism. At present, how to realize performance breakthrough through green transformation has
become a core proposition in the practice of sustainable development of enterprises.
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1. Introduction

The rise of ESG strategy signifies the shift of corporate value assessment system from economic supremacy to
multiple co-benefits. Under this trend, green transformation is no longer limited to the application of environmental
protection technology, but has become an important vehicle for corporate strategic restructuring and value creation.
Traditional organizational performance theory focuses on financial indicators, but ignores the deep impact of
environmental responsibility and social benefits on corporate competitiveness, and ESG-oriented green
transformation forces companies to make breakthroughs in cost control, technology research and development,
and stakeholder relations by reshaping the logic of resource allocation. For example, the large-scale application of
green technologies not only reduces energy costs but also spawns product innovation; the low-carbon
transformation of the supply chain not only enhances operational resilience but also strengthens brand trust in the
market. These practices reveal a dynamic link between green transformation and organizational performance: the
fulfillment of environmental goals and social responsibility is essentially a strategic choice for enterprises to break
through growth bottlenecks and build differentiated advantages. This study aims to reveal the inner mechanism of
this linkage and provide theoretical support for enterprises to realize the synergy between economic and social
values in sustainable development.

2. Overview of ESG Strategy and Corporate Green Transformation
2.1 Connotation and development of ESG Strategy

ESG strategy takes environmental responsibility, social benefit and governance effectiveness as its core, and builds
a three-dimensional coordinate system for sustainable development of enterprises. The evolution of its connotation
maps the transformation of global business civilization: from the unidimensional logic of the industrial era, which
prioritized shareholders' interests, to the paradigm of value co-creation, which takes into account ecological
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protection, employees' rights and interests, and community coexistence [1]. With the globalization of carbon
neutrality, the ESG framework has been upgraded from an adjunct to CSR reporting to a strategic tool for reshaping
core competitiveness. The capital market's high sensitivity to ESG ratings confirms this trend, with more than 90%
of S&P 500 companies having set up a dedicated ESG disclosure mechanism, reflecting the deep change in
investors' incorporation of non-financial indicators into their risk assessment systems. In terms of development,
ESG strategy has experienced a leap from passive compliance to active innovation, with early defensive initiatives
focusing on pollution prevention and labor rights protection gradually evolving into strategic practices that create
competitive barriers through green technology innovation and supply chain carbon footprint management. Behind
this evolution is not only the existential pressure driven by the aggravation of climate change, but also the structural
migration of value preferences in the generational change of consumers - millennials are more inclined to pay a
premium for companies with a sense of environmental justice. Currently, ESG strategies are breaking through
industry boundaries and forming differentiated implementation paths in areas such as low-carbon transformation
of manufacturing, green investment and financing in the financial industry, and arithmetic consumption reduction
in science and technology enterprises, and the depth of their development has directly affected the restructuring of
the position of enterprises in the global industrial chain.

2.2 Concepts and Objectives of Corporate Green Transformation

The green transformation of enterprises is essentially a reconfiguration of business models, the core of which lies
in the embedding of ecological values into the whole process of operation, forming a symbiotic mechanism
between environmental and economic benefits. This transformation goes beyond the technological improvement
of end-of-pipe pollution control, and drives a systematic innovation of enterprises from energy structure,
production process to product design, such as replacing petroleum derivatives with bio-based materials in chemical
enterprises, and restructuring the waste value chain by introducing a circular economy model in the manufacturing
industry. The goal dimension is triple oriented: the environmental dimension pursues absolute reduction of
resource consumption and carbon emission, the economic dimension builds green technology barriers to gain
market premiums, and the social dimension responds to the ethical expectations of stakeholders through
transparent supply chain management. The impetus for transformation comes from the double squeeze - the rigid
constraint of external policy red lines and the flexible pull of internal sustainable development demands, forcing
enterprises to internalize environmental costs into innovation opportunities. Current leading practices show that
green transformation is not a simple superimposition of environmental protection inputs, but rather a deep change
in the logic of organizational resource allocation leveraged by clean energy substitution and the application of
digital twin technology [2].

3. The Impact of Enterprise Green Transformation on Organizational Performance under ESG Strategy
Orientation

3.1 Green Transformation Drives Financial Performance Improvement

The impelling influence of green transformation upon corporate financial performance originates from the dual
mechanism of internalizing environmental costs and enhancing resource efficiency. The latent externalities within
the traditional energy-consuming pattern, like carbon tariffs and expenditures on pollution control, are transmuted
into quantifiable financial risks under the ESG framework, compelling companies to reconfigure their energy
utilization efficiency. Photovoltaic enterprises have diminished power generation costs by over 40% via self-
constructed clean energy systems, thus validating the efficacy of green technologies in curtailing operating costs.
On the policy front, the allotment of carbon market quotas and the preferential interest rates for green credit
generate financial incentives, allowing the pioneering firms in the transition to procure an edge in financing costs.
In the market realm, the generational shift of consumers gives rise to a green premium, and the gross profit margin
of products with biodegradable packaging in the food and beverage industry is generally 5 to 8 percentage points
higher than that of traditional categories. This realization of value is not a short-term boon, but rather a long-term
competitiveness founded on supply chain resilience. For instance, chemical companies, through the recycling of
by-products to form a closed-loop production, have caused the risk of fluctuations in raw material procurement to
decline by 60%, which directly augments the stability of profits. The crux of the improvement in financial
performance resides in the sagacity of decision-making that converts environmental constraints into resource
reallocation.

3.2 Green Transformation Stimulates Enterprise Innovation Ability

The stimulating effect of green transformation on the innovation capacity of enterprises is reflected in the
synergistic evolution of technological route reconstruction and organizational knowledge iteration. Tightening
environmental constraints are forcing companies to break away from the traditional linear growth logic and shift
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to exploring discontinuous innovation paths such as clean technologies and process substitution. The
interdisciplinary R&D alliance established by automakers to break through the energy density bottleneck when
developing solid-state battery technology has spawned 23 patents in the field of materials science, reflecting the
value of green goals in guiding R&D resource allocation. The innovation spillover effect is not limited to the
product level. The process innovation in the textile industry of adopting bio-enzymes to replace chemical dyeing
and finishing has simultaneously led to the enhancement of the modular design capability of wastewater treatment
systems. Such innovation leapfrogging stems from a shift in risk perception under the ESG framework: companies
see the pressure of environmental compliance as an opportunity for organizational learning, such as the low-carbon
technology labs set up by iron and steel companies to reduce their carbon intensity, and the cross-sectoral
synergistic innovation capacity created by the breakthrough of hydrogen steelmaking process. In essence, green
transformation has restructured the innovation ecosystem of enterprises, transforming sustainability goals into the
dual driving force of technological breakthroughs and organizational change.

3.3 Green Transformation Reshapes Corporate Reputation and Image

The reshaping effect of green transformation on corporate reputational image stems from a paradigm shift in
stakeholders' value perception, an iteration that upgrades environmental responsibility from a moral constraint to
a competitive element in the marketplace. While the risk of brand stigmatization triggered by corporate
environmental externalities under the traditional business model is exponentially amplified by social media in the
digital age, green transformation builds sustainable trust capital through practices such as supply chain carbon
footprint transparency and product life cycle traceability. Food industry leaders have established a whole chain
traceability system from farm to fork, enabling consumers to scan a code to view the carbon emissions data of
each vegetable, and this type of increased information symmetry translates directly into the monetized value of
brand reputation [3]. In the investor relations dimension, companies with improved MSCI ESG ratings are more
likely to be favored by long-term value investors in the capital market, a preference that reflects the positive
correlation between the level of environmental governance and corporate risk resistance. Reputation repair
mechanisms are equally significant. A petrochemical company invested in biodegradation technology research and
development after a pollution incident, and raised its ESG rating from CCC to A within three years, validating the
efficacy of green actions in rebuilding organizational legitimacy. A deeper level of change has occurred at the level
of employee value recognition, with Generation Z employees listing employer environmental practices as a key
indicator of career choice, forcing companies to deeply implant green transformation into employer branding. This
reconstruction of reputational capital is essentially a renegotiation of the corporate-social contract, transforming
eco-commitment into moral legitimacy for accessing strategic resources such as market access and community
support.

4. Measures to Improve Organizational Performance
4.1 Strategic Planning and Management

Strategic planning and management, as the top-level design framework for green transformation, is essentially a
reconstruction of the decision-making coordinate system for corporate value creation. While environmental factors
are often placed in the cost category in traditional strategy formulation, under the ESG framework, they need to
be transformed into axial variables that drive organizational change. When chemical giant BASF formulated its
2030 emission reduction roadmap, it directly linked carbon budget allocation to product portfolio optimization, so
as to reduce the carbon emission intensity of acrylic monomer production by 60%, which confirms the pulling
effect of quantitative strategic goals on operational decisions. The innovation of management mechanism is
reflected in the dimension of organizational structure. Manufacturing enterprises set up cross-departmental green
transformation committees and embedded environmental indicators into the whole process of performance
assessment in purchasing, production, and sales, for example, Mitsubishi Heavy Industries incorporated supplier
carbon footprint verification into the terms and conditions of contract renewal. The application of digital twin
technology has created a new path of strategic dynamic adaptation. Wind power equipment manufacturers use
virtual factories to simulate the economics of different emission reduction options, realizing the leap from
empirical judgment to data-driven selection of technology routes. Reinventing the cultural DNA is also critical.
Apple requires board members to have expertise in climate risk management, and this evolution of the governance
structure ensures that the environmental strategy is deeply coupled with the corporate vision [4].

4.2 Technology Innovation and Application

Technology innovation and application constitute the underlying support system for green transformation of
enterprises, and their value lies in breaking through the dichotomy between environmental constraints and
economic benefits. The research and development of clean technology should not be limited to upgrading end-of-
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pipe treatment equipment, and it is more necessary to reconstruct the core parameters of the production function.
When Tesla developed the 4680 electrodeless ear battery, it introduced the dry electrode process into the mass
production link, which reduced the energy consumption of the battery production line by 70%, revealing the
multiplier effect of process innovation on energy efficiency improvement. Cross-field technology integration
opens up new paths. FMCG enterprises combine blockchain traceability with Al algorithms to realize whole-life
carbon footprint monitoring from raw material procurement to waste recycling, and the construction of such a
digital twin system raises the precision of environmental costing to the level of a single product. The open
innovation model accelerates technology iteration, and chemical companies and university laboratories have
jointly built a carbon capture technology pilot platform, compressing the carbon dioxide mineralization and storage
cycle from three years to eight months. The spillover effect of technology application reshapes the matrix of
organizational capabilities. The hydrodynamic model accumulated by a wind power equipment manufacturer in
the process of researching and developing a large megawatt unit inversely empowers the propeller design
efficiency of the ship manufacturing sector. The construction of technology ecosystem is equally critical. Apple
requires its supply chain partners to access its clean energy matching system, and the output of this technology
standard creates a lock-in effect of industry chain synergy and emission reduction.

4.3 Talent Cultivation and Introduction

Talent cultivation and introduction constitute the human capital engine of green transformation, the core of which
lies in reconstructing the coupling mechanism between the knowledge system of an organization and its sustainable
development capability. The traditional industrial-era training model for environmental engineers has been difficult
to adapt to the complexity of carbon neutral goals. The dual-track training system created by German chemical
giant BASF rotates process engineers with carbon management experts to cultivate composite talents who can
optimize production efficiency and carbon intensity at the same time. The fusion of interdisciplinary knowledge
has given rise to a new type of job demand. New energy companies have set up the position of battery recycling
techno-economist, which requires practitioners to have both knowledge of material chemistry and the ability to
design recycling business models. Talent introduction strategies are characterized by targeted hunters, with
automakers poaching climate policy researchers from environmental organizations, whose experience in
government relations has accelerated the process of developing standards for hydrogen-fueled vehicles.
Knowledge updating mechanism breaks through the boundary of traditional training. Schneider Electric develops
virtual reality simulation system, which enables operation and maintenance personnel to intuitively understand the
linkage between equipment energy consumption and carbon emissions in the digital twin factory. The innovation
of incentive mechanism reshapes the value standard of talents. A photovoltaic enterprise discounts the amount of
patented carbon emission reduction into the promotion points of R&D personnel, which inspires the enthusiasm
of technical teams to explore subversive processes. The construction of a talent flow ecosystem is also critical.
Silicon Valley cleantech startups have implemented industry talent-sharing programs that allow engineers to
participate in short-term emission reduction projects among different companies, a flexible collaboration model
that promotes the proliferation of best practices. The deeper value of the talent strategy is to catalyze cognitive
change in the organization. When generations of employees embed green values in product design, sustainable
ideas are translated into concrete market solutions.

4.4 Supply Chain Management

Supply chain management has evolved into an ecological reconstruction of the value network in the green
transformation, the essence of which is to expand environmental responsibility from corporate boundaries to the
collaborative governance of the entire industrial chain. Automobile manufacturer Volvo has established a dynamic
accounting system for suppliers' carbon footprints, requiring third-tier suppliers to access an energy management
cloud platform, and this kind of penetrating supervision has led to a 40% drop in hidden carbon emissions in the
procurement of parts and components. The innovation of green procurement standards drives upstream changes.
Food company Danone incorporates the forest protection effectiveness of palm oil suppliers into its order
allocation model, forcing plantation owners to adopt satellite monitoring technology to maintain biodiversity.
Technology empowerment builds a new type of partnership. Electronics giant Foxconn opens up its smart meter
system to small and medium-sized mold and die companies to optimize the match between production scheduling
and renewable energy consumption in real time. Carbon asset operation in logistics opens up new value space.
DHL has designed a shared electric truck charging network for its partners, turning idle time of transportation
vehicles into distributed energy storage resources [5]. Data transparency reshapes supply chain resilience, with
apparel companies using blockchain technology to track the flow path of organic cotton, and consumers scanning
wash labels to verify farm-to-garment environmental commitments. The formation of supply chain governance
networks has strategic defense value. When the EU's Carbon Border Adjustment Mechanism (CBAM) comes into
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effect, manufacturing companies that lay out green power alternatives in advance will naturally gain trade barrier
penetration. A deeper shift occurs at the level of value distribution logic. IKEA has signed a 20-year carbon
sequestration revenue sharing agreement with forest owners, transforming ecological protection into a quantifiable
business contract. This reshaping of the supply chain ecology essentially transforms environmental governance
from a cost center to a pivotal lever driving the upgrading of the industrial chain.

4.5 Stakeholder Cooperation

Stakeholder cooperation in the green transition has been upgraded to an ecosystem project of value co-creation,
the key to which lies in breaking down organizational boundaries to build a community of destiny in environmental
governance. Danish wind power company Vestas has developed a supplier capacity enhancement program to
provide carbon accounting technical assistance to small and medium-sized foundries, and this knowledge spillover
has reduced the energy consumption per unit of turbine castings by 32%, proving that synergistic evolution is more
transformationally effective than unidirectional constraints. The cross-border cooperation model has given rise to
new governance tools. Cosmetics group L'Oréal and Tencent have cooperated to develop a consumer carbon
account platform, linking product choices to individual carbon reduction behaviors, forming a feedback
mechanism for environmental value at the market end. Stakeholder participation has deeply reconfigured the
decision-making mechanism. Oil company Total has set up community representatives on project review
committees, and indigenous people's traditional knowledge of biodiversity has effectively avoided the ecological
risks of drilling sites. The data sharing mechanism creates synergistic value. Walmart opens up the real-time energy
consumption data of its logistics center to new energy companies to optimize the green power consumption curve
of the regional power grid. The strategic depth of the partnership is reflected in the sharing of risk, with chemical
giants developing climate bonds with insurers to turn production shutdowns caused by extreme weather into
tradable financial derivatives. A deeper level of change occurs in the value proposition dimension, where the
concept of sustainability is translated into tangible product language as Gen Z consumers participate in the choice
of materials for their sneakers through crowdsourcing platforms. The organic growth of stakeholder networks is
resistant to vulnerability, and in the face of the impact of the EU's carbon tariff policy, companies that build low-
carbon alliances with suppliers in advance are naturally resilient to the rules. The evolution of this collaborative
paradigm essentially transforms environmental governance from a one-man show to a win-win eco-theater.

5. Conclusion

The green transformation of enterprises under the guidance of ESG strategy is essentially a systematic change
from the value concept to the operation system. Research has shown that this transformation can not only improve
financial performance through cost optimization and market expansion, but also stimulate organizational
innovation, reshape corporate reputation and image, and form a sustainable competitive advantage. However, the
effectiveness of this transformation depends on whether companies can integrate ESG objectives into their
strategies rather than just comply with them. In the future, with the improvement of policy tools such as carbon
tariffs and green finance, as well as the continuous awakening of consumers' environmental awareness, the
pressure and opportunities for green transformation will be further magnified. Enterprises need to look at
performance improvement from a dynamic perspective: on the one hand, reduce resistance to transformation
through technological innovation and supply chain synergy; on the other hand, build a green culture backed by
employee empowerment, and turn social responsibility into endogenous motivation for the organization. It is worth
noting that the long-term value of the green transition cannot be unlocked without deep stakeholder engagement.
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