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ABSTRACT:

THE AIM OF THIS STUDY WAS TO INVESTIGATE THE IMPACT OF
ENVIRONMENTAL PERFORMANCE, SOCIAL PERFORMANCE, AND
CORPORATE GOVERNANCE ON SUSTAINABLE PERFORMANCE
THROUGH THE MEDIATING ROLE OF INNOVATION PERFORMANCE IN
MASHHAD CARPET COMPANY. THIS STUDY IS APPLIED IN TERMS OF
ITS PURPOSE AND DESCRIPTIVE-SURVEY AND CORRELATIONAL IN
TERMS OF ITS IMPLEMENTATION METHOD. THE STATISTICAL
POPULATION OF THE PRESENT STUDY IS THE EMPLOYEES OF
MASHHAD CARPET COMPANY, WHOSE NUMBER WAS 500 PEOPLE;
BASED ON THE MORGAN TABLE, 220 PEOPLE FROM THIS STATISTICAL
POPULATION WERE SELECTED BY THE AVAILABLE SAMPLING
METHOD. THE DATA COLLECTION TOOL WAS THE STANDARD
QUESTIONNAIRES OF ZHOU ET AL. (2023), HABIB (2020), AND
SUZBLIER (2018). TO MEASURE FACE VALIDITY FROM THE EXPERTS'
POINT OF VIEW, CONVERGENT VALIDITY AND DIVERGENT VALIDITY
WERE USED BY THE FORNELL AND LARKER METHOD AND FACTOR
ANALYSIS. TO MEASURE RELIABILITY, CRONBACH'S ALPHA AND
COMPOSITE RELIABILITY INDICES WERE USED. THE TOTAL
CRONBACH'S ALPHA VALUE WAS ESTIMATED TO BE 0.949, WHICH IS
WITHIN THE ACCEPTABLE RANGE (ABOVE 0.7). DATA ANALYSIS WAS
PERFORMED USING STRUCTURAL EQUATION MODELING BASED ON
PARTIAL LEAST SQUARES AND SMARTPLS 3 SOFTWARE. THE RESULTS
SHOWED THAT ENVIRONMENTAL, SOCIAL AND CORPORATE
GOVERNANCE PERFORMANCE HAVE A POSITIVE AND SIGNIFICANT
EFFECT ON INNOVATION PERFORMANCE. THE EFFECT OF
INNOVATION PERFORMANCE ON THE COMPANY'S SUSTAINABLE
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PERFORMANCE WAS ALSO REPORTED TO BE POSITIVE AND
SIGNIFICANT.

Extended Abstract

Introduction

In today's era, only organizations that keep pace with competition and adapt themselves to the
changing and dynamic conditions of the competitive market are able to survive. Therefore, one of the
most important goals of all organizations over time has been the continuous improvement and
sustainability of their performance. One of the greatest challenges faced by companies is that the
intensification of cultural, social, political, and economic changes leads to significant instability in
their competitive performance. Thus, emphasizing a work system with sustainable performance in a
dynamic and competitive economy is crucial for enhancing company performance. Accordingly, the
purpose of this study is to investigate the impact of Environmental, Social, and Corporate Governance
(ESG) performance on sustainable performance, with the mediating role of innovation performance,
in Mashhad Carpet Company.

Research Methodology

This research is a survey in terms of practical purpose and implementation method. The statistical
population of this research is Employees of Mashhad Carpet Company; Since the number of
employees at Mashhad Carpet Company is 500, based on Morgan’s table, the statistical sample size
was determined to be 220 individuals. The research instrument was a standardized questionnaire
derived from previous studies, consisting of 32 items. The sampling method in this research was
available using non-probability sampling method. The questionnaire developed by Zhou et al. (2023)
was used to measure the variables of environmental performance, social performance, and
governance performance. Additionally, the questionnaire by Sozbilir (2018) was employed to assess
innovation performance, and the study by Habib (2020) was used to measure sustainable
performance. Factor analysis, convergent and divergent (diagnostic) validity were used to check the
validity of the structure, and Cronbach's alpha values and composite reliability were used to prove
the reliability of the structure. At the end of the chapter, the indicators for checking the quality of the
measurement model and the values of the coefficient of determination are given, and the results
indicate the appropriate quality of the measurement model. Its total Cronbach's alpha value was
estimated to be 0.949, which is within the acceptable range. Data analysis was done by structural
equation modeling method and SmartPLS3 software.

Research Findings

In this study, environmental performance, social prformance and Corporate Governance
Performance variables were considered as an independent variable, Sustainable performance
variable as a dependent variable and innovetion performane as a mediating variable. Structural
equation modeling and Smart PLS 3 software were used to test the hypotheses according to the
conceptual model of the research. 9 hypotheses have been explained in the present research and the
data collected from all Employees of Mashhad Carpet Company have been used to analyze them. The
results showed that environmental, social and corporate governance performance have a positive
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and significant effect on innovation performance. The effect of innovation performance on the
company's sustainable performance was also reported to be positive and significant.

Conclusion

Considering that the conceptual model of the research is designed based on the model of Zhou et al.
(2023), therefore, the basis of the innovation of this research is the test of this model in a new
statistical population. The study examines whether ESG performance impacts sustainability
performance through the mediating effect of firm innovation in Mashhad Carpet Company. The
results revealed that the higher the ESG performance of a firm, the greater its sustainability and
innovation performance. Moreover, innovation fully mediates the relationship between ESG
initiatives and sustainability performance, indicating that if a firm enhances its innovation
performance, its ESG will accelerate sustainability performance. In This research, These findings
indicate that the higher the environmental performance of manufacturing industries, the better their
sustainability performance will be. In other words, if companies succeed in reducing gas emissions,
hazardous material consumption, and the occurrence of frequent environmental incidents through
proper resource, energy, and waste management, their environmental performance will improve.
Furthermore, enhanced environmental performance strengthens firms’ ability to identify new
dimensions of environmental knowledge and innovations and to utilize them for offering innovative
business solutions and developing new products and processes. Similarly, a significant positive
relationship was observed between social performance, innovation, and sustainability performance.
The findings suggest that if companies improve human rights practices, health, and safety within
their operations, their social performance will be enhanced. This highlights that improving social
performance through initiatives such as employee training and development, promotion of
occupational health and safety, commitment to job security, and community satisfaction can foster
innovation and, in turn, lead to enhanced sustainability performance.
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