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Abstract

The study explores the influence of green innovation on corporate financial performance. Green innovation (GI) has emerged as a
critical driver of corporate sustainability and performance, influencing financial performance through cost efficiency, regulatory
compliance, brand differentiation, and market expansion. This qualitative study which utilized a sample of 100 participants drawn
from 5 selected firms in Cameroon which embraced green innovation explores the multifaceted relationship between green innovation
and corporate financial performance (CFP), synthesizing insights from academic literature, case studies, and industry reports. The
study identifies key mechanisms through which Gl enhances profitability and market differentiation through cost reduction and
operational efficiency, reduces risks, and fosters long-term competitiveness. Findings suggest that while initial investments in green
innovation may be substantial, the long-term financial benefits such as improved operational efficiency, enhanced stakeholder trust,
and access to green markets often outweigh costs. However, the financial impact varies across industries, firm sizes, and regulatory
environments. The study concludes with strategic recommendations for firms seeking to optimize the financial returns of their green

innovation initiatives.
Key words: Green innovation, corporate finance, corporate financial performance.
1. Introduction

The intersection of environmental sustainability and corporate profitability has become a focal point in modern business strategy,
compelling firms to adopt green innovation as a means of securing long-term viability. Green innovation was broadly defined by Xie
et-al, (2022) as the development and implementation of new products, processes, or organizational methods that reduce environmental
harm. It has evolved from a niche concern to a central component of corporate governance. The financial implications of such
innovations, however, remain a subject of intense debate. While some argue that the costs associated with sustainable practices such as
research and development (R&D) expenditures, regulatory compliance, and supply chain restructuring can erode short-term
profitability, others contend that green innovation enhances financial performance by unlocking new markets, improving operational
efficiency, and strengthening brand equity (Farza et al. 2021). This research seeks to unravel this complex relationship by examining
the mechanisms through which green innovation influences corporate financial performance, drawing upon theoretical frameworks,

empirical evidence, and industry-specific case studies to provide a nuanced understanding of its economic impact.

The discourse surrounding green innovation is deeply rooted in the broader sustainability movement, which has gained momentum
due to escalating environmental crises, stringent regulatory pressures, and shifting consumer preferences. As stated by Riillo (2017)
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Governments worldwide have implemented policies such as carbon taxes, emissions trading systems, and renewable energy subsidies,
forcing corporations to internalize environmental costs that were previously externalized. Simultaneously, institutional investors and
asset managers are increasingly integrating environmental, social, and governance (ESG) criteria into their decision-making processes,
channeling capital toward firms that demonstrate strong sustainability performance (Baah et al (2021). Consumers, particularly in
developed economies, are also exhibiting a growing willingness to pay premium prices for eco-friendly products, further incentivizing
firms to adopt green innovations. Against this backdrop, businesses face a critical strategic dilemma: whether to prioritize short-term
financial gains by maintaining conventional practices or to invest in green innovation with the expectation of long-term competitive
advantages (Igbal et al (2022). This research argues that the latter approach, when executed strategically, can yield substantial
financial benefits, though the magnitude and immediacy of these benefits vary depending on industry dynamics, firm size, and

geographic location.
1.1 Theoretical Foundations/Framework
1.1.1 Resource-Based View (RBV)

The relationship between green innovation and corporate financial performance can be understood through several theoretical lenses,
each offering unique insights into why and how sustainability-driven innovations affect profitability. The Resource-Based View
(RBV) of the firm posits that sustainable competitive advantage stems from resources and capabilities that are valuable, rare,
inimitable, and non-substitutable. Green innovation, when effectively leveraged, can fulfill these criteria by enabling firms to develop
proprietary clean technologies, establish eco-efficient production systems, and cultivate brand reputations that competitors cannot
easily replicate (Afum et al (2020). For instance, a company that pioneers a breakthrough in biodegradable packaging materials not
only reduces its environmental footprint but also secures a unique market position that can command premium pricing and customer
loyalty. Furthermore, RBV suggests that firms with strong internal capabilities in sustainability are better positioned to adapt to

regulatory changes and market shifts, thereby mitigating risks that could otherwise impair financial performance.
1.1.2 Stakeholder Theory

This theory asserts that corporations must balance the interests of various stakeholders including shareholders, employees, customers,
regulators, and communities to achieve long-term success. In the context of green innovation, this theory explains why firms
increasingly engage in sustainability initiatives beyond mere regulatory compliance (Yu-Ze et al, 2019), 2019). By addressing the
environmental concerns of stakeholders, companies can enhance their legitimacy, foster trust, and avoid reputational damage that
could lead to consumer boycotts, investor divestment, or legal penalties. For example, multinational corporations operating in
industries with high environmental impact, such as oil and gas or fast fashion, have faced intense scrutiny from activists and
policymakers, prompting them to invest in carbon-neutral technologies and circular economy models (Gonzalez, 2013). While these
initiatives may entail substantial upfront costs, they often result in improved stakeholder relations, which can translate into higher

sales, better talent acquisition, and lower financing costs due to improved ESG ratings.
1.1.3 Porter’s Hypothesis

This framework challenges the traditional view that environmental regulations inevitably erode competitiveness. Porter and Claas
(2019) argued that well-designed environmental policies can actually spur innovation by encouraging firms to seek cost-saving
efficiencies and new market opportunities. For instance, stringent emissions standards in the automotive industry have driven

manufacturers to invest in electric vehicle (EV) technology, leading to advancements that not only comply with regulations but also
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open lucrative new revenue streams. Tesla’s rise as a market leader in EVs exemplifies how regulatory pressures can catalyze
innovation that enhances financial performance. Similarly, renewable energy mandates have prompted utility companies to shift from
coal and gas to wind and solar power, reducing long-term operational costs while aligning with global decarbonization goals (Porter
and Claas, 2019). Thus, Porter’s Hypothesis suggests that green innovation, when viewed as a strategic response to external pressures,

can enhance rather than diminish corporate profitability.
2. Literature review
2.1. Concept of Green Innovation

When referring to green innovation, different terms are used in existing research, such as “eco-innovation”, “environmental
innovation”, and “sustainable innovation” (Nemilioglu and Mallick, 2021). Although green innovation has been defined from various
perspectives by many scholars and institutions, all emphasize the importance of maximizing the use of natural resources while
minimizing negative impacts on the environment. According to the type of innovation content, green technological innovation is
further categorized into green product innovation. This generates environmental benefits for end-users when they use the product
service and green process innovation, which generates environmental benefits for firms in the process of producing the product or
service. Recent studies (Pekovic et al, 2023) classify green innovations into high-quality substantive green innovation and low-quality
strategic green innovation based on the motives behind innovation. EXxisting studies point out that green product innovation that

eliminates the generation of pollutants at the source is the highest level of green technological innovation.

Furthermore, green process innovations generally encompass integrated cleaner production technologies that reduce pollution
generation during the production process and end-of-pipe solutions that treat pollution after it has been generated (Papadimitri et al,
2021). The former is considered a higher level of technological content among green innovation, while the latter is classified as a

lower level of technological content.

Hall and Harhoff (2020) viewed Green innovation as a crucial component in achieving sustainable development, energy conservation,
and environmental protection. To promote green innovation, many countries have implemented policies aimed at encouraging green
production and innovative development. For instance, China, the world's largest developing country, introduced the “Guiding
Opinions on Green Innovation” in 2019 (Xie et al, (2022). These opinions highlight the pivotal role that corporations should play in
green technology research and development, achievement transformation, demonstration application, and industrialization. This
reflects the Chinese government's expectation that corporations actively engage in green technology innovation as market subjects,
rather than simply complying with environmental regulations imposed by the government. In response, corporations have seized the
opportunity to implement green innovation. As a result, the growth rate of green patent applications by listed companies in China has
skyrocketed by an impressive 1212.85% from 2015 to 2020 (Xie et al, 2022).

Although green innovation has achieved significant accomplishments, the objectives of corporate green innovation implementation
vary. Yu-Ze et-al (2019) reiterated that Green innovation can be categorized into two types: green substantive innovation and green
strategic innovation, based on their implementation objectives. The purpose of green substantive innovation is to accumulate green
knowledge, acquire technical reserves, and leverage green innovation in production and business activities to achieve energy savings,
emission reductions, and maintain competitive advantages. Conversely, corporations implementing green strategic innovation

prioritize the quantity of green innovation over its quality (Hall and Harhoff, 2020), primarily to obtain short-term national
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environmental policy support. Therefore, green innovation under different purposes does not necessarily promote corporate financial

performance, which leads to uncertainty about the impact of green innovation on corporate financial performance.

In addition to that, corporate leverage is a significant factor in business operations, including corporate green innovation. Innovation
activities are often lengthy and risky, requiring stable and sufficient cash flow to ensure its continuous progress. As a result,
innovation activities need financing support, and internal financing is usually unstable, which requires corporations to use leverage in
the process of green innovation, through borrowing, with a small amount of their own funds to control a large cash flow, in order to
stabilize the investment of R & D innovation funds. This results in corporate green innovation activities being highly dependent on
external financing. Obtaining external cash flow through leverage is an important channel for companies to increase investment in
innovation. Nonetheless, leveraging also puts pressure on corporations to repay capital and interest, which can inhibit green innovation
through financial risk, principal-agent problems, and bankruptcy risks (Yu-Ze et al., 2019). Therefore, leveraging may further expand

the financial risk of corporate green innovation activities and create uncertainty for corporate financial performance.

At the same time, the literature shows that green innovation has both costs and benefits. On one hand, it requires significant fixed
investment from the outset and ongoing cash flow support throughout the process, resulting in cost losses and increased financial
risks. This can be detrimental to the corporate financial performance. On the other hand, the transformation of green innovation results
bring benefits, achieve energy conservation and emission reduction, gain competitiveness and green image, which can contribute to
the corporate financial performance (Xie et al., 2019). Therefore, the relationship between green innovation and corporate financial
performance is uncertain. Under uncertain circumstances, there are many issues that arise when implementing green innovation
activities in businesses. For example, if the relationship between green innovation and corporate financial performance follows a "U"
shape, then during the initial stages of green innovation, implementing these activities may decrease a corporate financial
performance. This could lead to the abandonment of green innovation activities, preventing the long-term financial benefits that come

with sustainable green innovation.

On the other hand, if the relationship between green innovation and corporate financial performance follows an inverted "U" shape,
then during the initial stages of green innovation, corporations may increase their green innovation activities too much after
discovering that it can improve their financial performance. This lack of control over the degree of green innovation activities may
ultimately lead to a decline in corporate financial performance (Liao, 2018). Based on the above considerations, this paper raises
several questions: What is the relationship between green innovation and corporate financial performance? Is the relationship between
green innovation and corporate financial performance not just a simple linear relationship, but a nonlinear impact? Does green
innovation under different purposes have the same impact on the corporate financial performance? Does the leverage further amplify
the risks of green innovation and thus affect the corporate financial performance? Answering the above questions can provide a
theoretical basis for corporations to implement green innovation and financial leverage management, and provide a reference for the
government to formulate more targeted green innovation policies, ultimately achieving a win-win situation of environmental

protection and corporate self-improvement.

According to Schumpeter's innovation theory, the crux of corporate innovation is to boost performance, and the same holds true for
green innovation (Tariq et al., 2017; Wang and Zou, 2018). While previous research has sparked intense discussions on the impact of
green innovation on corporate financial performance, there is still no consensus. Some scholars believe that the relationship between
green innovation and corporate financial performance is linear. On one hand, some studies suggest that green innovation can improve
corporate financial performance (Aastvedt et al., 2021; Farza et al., 2021; Liao, 2018). On the other hand, some scholars argue that
green innovation activities may lead to a decline in corporate efficiency and productivity losses, resulting in a significant negative
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impact on corporate financial performance (Baah et al., 2021; Filbeck and Gorman, 2004). However, these scholars only consider the
one-way impact of green innovation on corporate financial performance, without taking into account the benefits and costs of green
innovation, resulting in insufficient research. Moreover, some scholars believe that the relationship between the two is more complex
than a simple linear relationship. One view is that green innovation has a U-shaped impact on corporate financial performance, which
is first inhibited and then promoted. For instance, Soltmann et al. (2015) analyzed from the perspective of resource-based theory that
green innovation first inhibits and then promotes corporate financial performance. The turning point is, however, quite high and thus

only relevant for a few industries.

Accordingly, green innovation has not been profitable for most of the industries so far. Aastvedt et al. (2021) found that innovation
score has a positive effect on corporate financial performance but environmental pillar score has a U-shaped impact on corporate
financial performance. Based on data from 221 Chinese manufacturing firms collected via the survey method, Xie, et al. (2022)
focused on green process innovation and found it has a U-shaped impact on corporate financial performance. Some scholars also
discuss the relationship between environmental performance, green management and financial performance, and find out corporate
green behavior has U-shaped influence on corporate financial performance (Riillo, 2017). The other view is that green innovation has
an inverted U-shaped effect on corporate financial performance, which is first promoted and then inhibited. For example, Leyva and

Bolivar, (2021) believe that the impact of green innovation on corporate financial performance is an inverted U-shaped.

Besides, there is a significant body of literature that has examined the impact mechanisms of green innovation on corporate financial
performance. These mechanisms can be broadly divided into two aspects: internal and external to the corporate. External aspects
mainly include regulatory environment, resource prices, and international influence (Aastvedt et al., 2021; Zhang et al., 2019); while
internal aspects mainly include corporate culture, competitiveness, and reputation (Aastvedt et al., 2021; Farza et al., 2021; Liao,
2018). These mechanisms have led to heterogeneity in the impact of green innovation on corporate financial performance in areas
such as green innovation capabilities, corporate size, top management teams, and ownership forms (Li et al., 2021; Li et al., 2019; Xie,
X. et al., 2022). At the same time, many scholars have studied the relationship between leverage, innovation, and corporate financial
performance. Regarding the relationship between leverage and innovation, scholars generally believe that leverage has a negative or
conditionally positive effect on innovation (Igbal et al., 2022). With regard to the relationship between leverage and corporate
financial performance, many scholars believe that leverage is detrimental to corporate financial performance (Gonzalez, 2013;
Papadimitri et al., 2021). Furthermore, some scholars have focused on the relationship between leverage, innovation, corporate
financial performance, and management quality, and they believe that the impact of leverage on corporate financial performance is
negative, but companies with higher management quality can effectively use innovation activities and leverage to improve corporate

financial performance (Nemlioglu and Mallick, 2017, 2021).
2.2 The Impact of Green Innovation on Corporate Performance

Several studies have shown a positive relationship between green innovation and firms’ financial performance. For example, Li et al.,
(2022) argued that manufacturing firms can generate new profit growth by commercializing green technologies and generate
additional revenue by converting recyclable waste into marketable goods. According to Afum et al, (2020) implementing green
manufacturing helped firms improve their financial performance by redesigning their production systems to comply with strict
environmental laws and regulations and gain a competitive advantage by producing high-quality products. Furthermore, green
technology innovations can improve product quality and adaptability and reduce operating costs, which tends to improve the

performance of manufacturing firms.
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However, some studies have shown that green innovation practices have a negative impact on firms’ current financial performance
due to the significant additional costs associated with implementing green innovation. For example, a study suggested that focusing
too much on green innovation relative to other innovations hurts accounting and stock market performance. Interestingly, some studies
have shown a non-linear correlation between green innovation and financial performance. For instance, using five years of data from
more than 6000 French firms, Pekovic et al., (2023) found that the impact of environmental investments on economic performance

follows an almost inverted U-shaped curve.

Additionally, some scholars argue that green innovation does not impact firms’ financial performance. For example, a study found no
improvement in the financial performance of firms implementing green innovation compared to non-green innovating firms, i.e., firms
that engage in green innovation do not necessarily reap financial benefits . In addition, it has been argued that the economic returns

that green innovations generate for firms depend on the type of green innovation.
2.3 Challenges and Limitations of Green Innovation

Despite its potential to enhance financial performance, green innovation is not without challenges, and firms must navigate several
obstacles to realize its full benefits. According to Soltmann et al, (2015) one of the most significant barriers is the high initial
investment required for research, development, and implementation of sustainable technologies. Small and medium-sized enterprises
(SMEs), in particular, may struggle to allocate sufficient capital to green innovation, placing them at a disadvantage compared to
larger corporations with deeper financial reserves. Even for well-established firms, the long payback periods associated with some
green innovations such as renewable energy infrastructure or carbon capture systems can deter investment, especially in industries
with tight profit margins. Additionally, the uncertainty surrounding regulatory frameworks complicates financial planning. Policies
related to carbon pricing, emissions standards, and sustainability reporting are still evolving in many regions, creating a volatile
environment where firms must balance compliance costs with competitive positioning. Companies that invest heavily in green
innovation based on current regulations may find themselves at risk if policy reversals or delays occur, undermining the anticipated

financial returns.

Another critical challenge is the variability in consumer willingness to pay for green products. While certain demographics,
particularly in affluent markets, are willing to pay premiums for sustainable goods, others prioritize price over environmental
considerations. This disparity can limit the revenue potential of green innovations, particularly in price-sensitive industries (Li et al,
2021). For example, fast-fashion retailers that introduce eco-friendly clothing lines often struggle to justify higher prices to cost-
conscious shoppers, leading to slower adoption rates. Moreover, green washing which is the practice of making misleading
sustainability claims has eroded consumer trust in some sectors, making it harder for genuinely innovative firms to differentiate
themselves. Companies must therefore invest not only in green innovation itself but also in transparent communication and third-party

certifications to validate their claims, adding another layer of cost and complexity.

Finally, technological and infrastructural limitations can hinder the scalability of green innovations. Breakthroughs in areas like
battery storage, hydrogen fuel, and biodegradable materials are still in developmental stages, meaning that firms investing in these
technologies face risks related to obsolescence or underperformance (Leyva and Bolivar, 2021). Infrastructure gaps, such as
inadequate charging networks for electric vehicles or insufficient recycling facilities for advanced materials, further constrain the
commercial viability of green innovations. These challenges highlight the need for collaborative approaches, where firms,
governments, and research institutions work together to overcome technological and logistical barriers, ensuring that green innovation
can deliver both environmental and financial benefits at scale.
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2.4 Literature gap

The current literature on the impact of green innovation on corporate financial performance presents four perspectives: promotion,
inhibition, U-shape, and inverted U-shape. These perspectives provide valuable insights into the complex nature of the impact of green
innovation on corporate financial performance, enriching theoretical research on the subject. However, it also illustrates that existing
studies may have overlooked some very important factors, leading to inconsistent conclusions. Firstly, a limited number of studies
have taken into account the two-sided and asynchronism of green innovation's costs and benefits. Additionally, there is a lack of
research on the difference between the benefit of green innovation for different purposes and the cost of green innovation in different
industries. These lead to insufficient understanding of the impact between green innovations on corporate financial performance.
Secondly, little attention has been given to exploring the impact between green innovations on corporate financial performance from
an operational risk perspective in current studies. However, operating risks are inherent in corporations, and leveraging external cash
flows is an imperative means of enhancing corporate innovation investments. Existing studies on the impact of green innovation on
corporate financial performance ignore this inevitable factor may have yielded prejudiced outcomes. Based on the research
background, this paper investigates the influence of green innovation on corporate financial performance using data from companies

with green patents in Cameroon.
3. Methodology
3.1 Research approach

The paper utilized a qualitative research approach. This approach typically employs methods such as case studies, interviews, focus
groups, and content analysis to gather rich, contextual data from industry experts, corporate executives, and stakeholders. By
examining the experiences, perceptions, and practices of organizations that have implemented green innovations, the researcher can
identify patterns, themes, and insights that reveal the drivers, barriers, and outcomes of green innovation adoption (Creswell, 2013).
The qualitative approach allows for a nuanced understanding of how green innovation can enhance financial performance through
mechanisms such as cost savings, revenue growth, improved brand reputation, and increased competitiveness. Furthermore, it
provides insights into the organizational, cultural, and strategic factors that influence the successful implementation of green
innovations, as well as the challenges and opportunities that arise during the transition to more sustainable business practices. Through
thematic analysis and coding, researchers can distill the qualitative data into meaningful findings that contribute to the development of
theoretical frameworks and practical guidelines for businesses seeking to leverage green innovation for financial gain. Ultimately, the
qualitative research approach offers a valuable perspective on the intricate dynamics between green innovation and corporate financial

performance, enabling organizations to make informed decisions about sustainability initiatives and investments.
3.2 Sampling and sample size

Sampling in qualitative research is a deliberate and purposeful process aimed at selecting participants who can provide rich, relevant
and meaningful insights into the research question (Were, 2019). The sampling technique used in this paper is purposive sampling in
which the researcher intentionally selected the participants based on their knowledge and experience on green innovation. In this case,
the researcher chose 100 participants from 5 selected firms in Cameroon. The 5 firms represented diversity in size, industry sub-sector
and organisational culture. The researcher chose 20 participants from each firm. 100 participants were chosen purposively because of
the need to do comparative analysis on firm culture and it ensured sufficient depth of information per firm while allowing cross-case

analysis.
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3.3 Data collection procedure

The researcher collected data on green innovation and corporate financial performance using documentary sources from company
records and interviews with 5 firms in Cameroon that adopted green innovation. These firms include: Group Alpi Cameroon, National
Investment Company of Cameroon, Guinness Cameroom SA, Bocom and Somdiaa. The researcher interviewed workers or
employees, managers and technical supervisors of manufacturing firms in this country via electronic means. During the initial
interviews, notes were taken and tape recorded, and then follow-up interviews were conducted to clarify specific issues and to explore

some answers more fully. Each interview session took a maximum of 10 minutes.
3.4 Data analysis and presentation

In qualitative research, data processing is frequently characterized by an iterative and continuous nature (Creswell, 2013). Coding and
thematic analysis was adopted to discern patterns and themes within the data. This procedure entails analyzing the data to reveal
underlying significance and comprehend the viewpoints of the participants. Adding to that, Were (2019) argues that thematic data
presentation is a method of presenting qualitative research data in a way that highlights the key themes or patterns that emerge from
the data. Thematic analysis involves identifying and analyzing patterns, trends, and recurring ideas in the data, with the aim of

understanding the underlying meanings and implications.

The researcher organized the findings into themes or categories based on their content. This was done through manual coding. The
themes or categories were presented in narrative descriptions. The choice of presentation format depended on the nature of the data,
the research question, and the intended audience. Thematic data presentation helped to communicate the main findings of a study on

the influence of green innovation on corporate financial performance.
4. Findings
4.1 Demographic profile of the respondents

Table 4.1 Demography

Position Gender Age Group (Years) | Experience (Years) Total per category
M F
25- | 31- | 41 and
30 |40 |above 757757 T711- [ 16 and
15 | above

Managers 15 10 5 5 15 2 10 |13 25
Supervisors 12 13 2 5 18 3 7 15 25
Workers 20 30 20 |20 |10 5 20 |25 50
Total 47 53 27 |30 |43 10 37 |53 100
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Table 4.1 above shows the demographic profile of the participants. It was important to compare demographics across firms or roles. It

ensured diversity in company position, gender, age and experience.
4.2 Mechanisms through which Green innovation influences financial Performance
4.2.1 Cost reduction and operational efficiency

The study found out that one of the most direct mechanisms is cost reduction through operational efficiency. Innovations such as
energy-efficient manufacturing processes, waste minimization techniques, and closed-loop supply chains can significantly lower
production expenses. For example, one of the companies in the study implemented LED lighting system or technologies in their
factories, reducing both utility costs and environmental impact. One of the managers said: “Implementing green innovation has been a
game-changer for our company. By adopting energy-efficient equipment and optimizing our production processes, we have

significantly reduced our energy consumption and waste generation”

Similarly, advancements in smart grid technology enable firms to optimize energy consumption, leading to lower electricity bills and
reduced reliance on volatile fossil fuel markets. Over time, these efficiencies accumulate, improving profit margins and freeing up
capital for further investment in innovation or shareholder returns. Another participant said: “Our new LED lighting system reduced
our electricity bills by 30% . Additionally, it was found out that green innovation often involves substituting traditional raw materials
with sustainable alternatives, which can mitigate risks associated with resource scarcity and price fluctuations. Firms that proactively
adopt such measures are better insulated from supply chain disruptions, enhancing their financial stability in an era of increasing

environmental volatility.
4.2.2 Revenue growth, market differentiation and expansion

Another critical pathway found in the study is revenue growth through market differentiation and expansion. It was established that
Green innovation allowed firms in Cameroon to develop products and services that cater to environmentally conscious consumers, a
demographic that is growing rapidly, particularly among younger generations. One participant reported that: Our investment in green

innovation has opened up new revenue streams and gave us a competitive edge in the market”

Additionally, some brands have successfully positioned themselves as sustainability leaders, enabling them to charge premium prices
and cultivate loyal customer bases. On another note, another participant said: “Our green initiative marketing campaign resonated

with environmentally conscious consumers, differentiating us from competitors and boosting brand loyalty”

It was also found out that beyond consumer markets; green innovation also unlocks opportunities in emerging sectors such as carbon
trading, renewable energy credits, and circular economy services. For instance, companies that invest in carbon capture and storage
(CCS) technology can generate additional revenue by selling carbon offsets to other firms seeking to meet emissions targets.
Similarly, businesses that adopt circular economy principles such as recycling, remanufacturing, and product-as-a-service models can
tap into new revenue streams while reducing dependency on finite resources. These innovations not only drive top-line growth but

also enhance long-term competitiveness by future-proofing the business against regulatory shifts and evolving consumer preferences.
4.2.3 Risk mitigation

Risk mitigation represents a third, often overlooked, mechanism linking green innovation to financial performance. The study

established that environmental risks including climate change-related disruptions, regulatory penalties, and reputational damage pose
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significant threats to corporate profitability. Firms in Cameroon that failed to adapt to sustainability trends faced costly litigation,
regulatory sanctions, or consumer backlash, all of which can erode shareholder value. Conversely, companies that embed green
innovation into their core strategies are better equipped to navigate these risks. One participant supported this by saying, “Our
proactive approach to sustainability has ensured compliance with evolving environmental regulations, avoiding costly fines and

reputational damage”

On another note, automotive manufacturers that delayed investments in electric vehicles now face existential threats as governments
worldwide announce bans on internal combustion engines. In contrast, early adopters have secured dominant market positions,
benefiting from first-mover advantages and policy tailwinds. Beyond regulatory risks, green innovation also mitigates physical risks
associated with climate change, such as extreme weather events disrupting supply chains. One participant was quoted saying: “We
have reduced our dependence on non-renewable resources, shielding ourselves from price volatility and supply chain disruptions”.
Thus, companies that invest in resilient infrastructure, renewable energy, and sustainable sourcing are less vulnerable to such

disruptions, ensuring operational continuity and safeguarding financial performance.
5. Conclusion

The paper revealed that the influence of green innovation on corporate financial performance is a multifaceted and dynamic
phenomenon, shaped by theoretical principles, industry-specific factors, and real-world challenges. While the initial costs and
uncertainties associated with sustainable innovation can be daunting, the long-term financial benefits ranging from operational
efficiencies and revenue growth to risk mitigation and enhanced stakeholder trust are increasingly evident. The selected firms in
Cameroon that approached green innovation strategically, aligning it with core business objectives and leveraging external
partnerships, can unlock significant value, securing competitive advantages in an era where sustainability is no longer optional but
imperative. As regulatory pressures intensify and consumer preferences evolve, the ability to innovate sustainably will become a key

determinant of financial resilience and growth, making green innovation not just an ethical choice but a financially judicious one.
5.1 Future research

There are several possible limitations of this study. First, the sample is limited to listed companies in Cameroon. Therefore, future
research is indispensable to comprehend to what extent the findings and conclusions of this paper apply to companies in other
countries. Future research should also continue to explore the evolving landscape of green innovation, particularly in emerging
markets and nascent industries. This is to provide deeper insights into its financial implications across diverse contexts. Again, this
study only focuses on green technological innovations that can be measured using green patents. It is necessary to include other types

of green innovations in future studies, such as marketing, organizational, and logistic innovations.
6. Recommendations

Given the complexities and opportunities outlined in this study, firms seeking to optimize the financial performance of their green

innovation initiatives should consider several strategic recommendations.

e  First, firms should align green innovation with core business objectives rather than treating it as a peripheral Corporate Social
Responsibility activity. Sustainability efforts that directly enhance product offerings, operational efficiency, or supply chain

resilience are more likely to generate measurable financial returns.
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e Second, firms should leverage government incentives and partnerships to offset initial investment costs. Many jurisdictions
offer tax credits, grants, or low-interest loans for green R&D, renewable energy projects, and sustainable infrastructure.
Collaborating with academic institutions, industry consortia, or clean-tech startups can also accelerate innovation while
distributing risks and costs.

e Third, firms are supposed to adopt a phased approach to green innovation, balancing incremental improvements with
transformative projects.

e Fourth, businesses should engage stakeholders transparently to build trust and amplify the financial upside of green
innovation. Clear communication with investors, customers, and employees about sustainability goals, progress, and
challenges can enhance brand reputation, customer loyalty, and investor confidence, all of which contribute to long-term
profitability.

e Finally, businesses should monitor and measure the financial impact of green innovation rigorously. Establishing key
performance indicators (KPIs) related to cost savings, revenue growth, risk reduction, and capital efficiency ensures that

sustainability initiatives are evaluated through a financial lens, enabling continuous improvement and accountability.
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