Green Hunter or Green Detractor? Strategic Orientations and Green Revenues
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1. Introduction
The climate challenges emerge as the critical issue in the current business landscape (Sun et al., 2024) and increasingly intensify the pressure on firms to integrate sustainability into business strategies (Adomako et al., 2022; Shui et al., 2024). However, the sustainability move is constrained by limited organisational resources that impede the innovative actions to achieve long-term strategic objectives (Zhou et al., 2005; Jibril et al., 2024). Resource scarcity hinders the implementation of green initiatives (Kutaula et al., 2024), exacerbating the inherent tension between prioritising economic growth and maximising profitability (Zhou and Park, 2020). Firms thus may resort to symbolic measures instead of substantive transition toward greener businesses (Zhang, 2022). In this context, strategic integration between economic and sustainability objectives is crucial. The generation of green revenues represents a viable mechanism for reconciling the competing demands of economic performance and environmental responsibility (FTSE Russel, 2018; Cao et al., 2025c).
Green revenues refer to revenues from green-related business activities, including renewable energy production, eco-friendly product manufacturing, and sustainable resource utilization ( Kruse et al., 2020; Klausmann et al., 2024; Cao et al., 2025b). As a reflection of real sustainability action, green revenues help firms to increase profitability (Kruse et al., 2020) and mitigate unintended consequences of environmental regulations (Cao et al., 2025a). Little is known about how the strategic resource factors influence the integration between economic and environmental benefits. 
It is essential to understand the determinants of green revenues. Following the Paris Agreement, global eco-consciousness has accelerated the growth of green revenues, with the increasing share in revenue portfolios from 4% in 2015 to 6% in 2023 (Klausmann et al., 2024). Green revenues are largely determined by green patents (Huang et al., 2024), green technologies (Klausmann et al., 2024), resource endowments (Cao et al., 2025b), digitalization (Cao et al., 2025b), and environmental orientations (Cao et al., 2025c). Cao et al. (2025c) find that eco-consciousness encourages firms to seize the market opportunities and evolving environmental regulations to generate green revenues. These studies mainly focus on the enabling factors for firms to step into the transition toward greener business. 
Understanding how firms align green transition initiatives with their business strategies is critical, as they cannot deviate from their economic objectives (Zhou and Park, 2020). Growth-oriented firms prioritize market share and firm expansion (Penrose, 1959; Gundry and Welsch, 2001), whereas firms with profit-oriented strategies focus on maximizing profitability (Zhou and Park, 2020). This creates tension, as growth-related managerial costs often conflict with profit maximization (Mishina et al., 2004; Zhou and Park, 2020). It is thus crucial to identify effective ways to align each firm’s strategic orientation with the pressing need for sustainability. To provide insights on aligning sustainability with strategic choices, we examine whether and how different strategic orientations influence firms’ revenues from green-related activities.
Drawing on the resource-based view (RBV), we argue that the tensions between profit- and growth-oriented strategies shape firms’ resource configurations, influencing their capacity to generate green revenues.[footnoteRef:2] The RBV posits that competitive advantage stems from the firm’s capability to accumulate and make use of distinctive resources (Wernerfelt, 1984). Under resource constraints, firms allocate resources according to strategic priorities (Yamaguchi et al., 2023), classified as profit-oriented or growth-oriented (Zhou and Park, 2020). Profit-oriented firms emphasize firm-specific resources to sustain their competitive advantages (Zhou and Park, 2024) but have typically weaker incentives to redeploy resources in response to external dynamics (Nason and Wiklund, 2015). Conversely, growth-oriented firms possess more versatile resources, enhancing adaptability and enabling them to capitalize on emerging opportunities (Nason and Wiklund, 2015; Mitrega et al., 2021; Zhou et al., 2025).  [2:  Although firms may balance profit and growth in their strategic orientations, resource scarcity hinders the aggressive pursuance of both orientations at a time (Zhou et al., 2005). Therefore, beyond the two main groups (profit-oriented and growth-oriented firms), some firms may prioritize both or neither (hereafter, we refer to them as neither-nor-oriented firms). Consistent with the assumption of resource scarcity, we argue that firms optimize resource utilization. Accordingly, our analysis focuses exclusively on the distinct resource characteristics of profit- and growth-oriented firms.] 

Given that green revenues reflect firms’ responsiveness to sustainability pressures while simultaneously pursuing economic goals (Bassen et al., 2023; Cao et al., 2025b), we draw on stakeholder theory to conceptualize sustainability integration as a strategic response to diverse stakeholder demands. Combining the RBV and stakeholder theory, we argue that the versatile and substantial resources of growth-oriented firms enhance their adaptability (Nason and Wiklund, 2015; Mitrega et al., 2021), enabling them to respond more effectively to stakeholders’ expectations for sustainability. Therefore, we posit that growth-oriented firms are more likely to generate green revenues. We examine this relationship in China, which plays a pivotal role in global emission reduction. As the world’s largest greenhouse gas emitter (The World Resources Institute, 2022) and projected largest economy in Purchasing Power Parity by 2050 (PwC, 2017), China provides an ideal context for investigating how strategic orientations influence firms’ green revenue generation amid simultaneous economic and environmental pressures.
Using a sample of A-share listed firms from 2009 to 2022, we find that growth-oriented strategies are positively associated with green revenues, whereas profit-oriented strategies show a negative association. We further identify green patent investment as the underlying mechanism. Green patents facilitate more sustainable operations (Hu et al., 2021) and significantly enhance firms’ green revenues (Huang et al., 2024). By adopting greener business practices, firms strengthen their capability to achieve economic profit while contributing to environmental sustainability (Bassen et al., 2023). Those positive effects are more pronounced among growth-oriented firms undergoing substantial green transformation, while the negative effects are more evident among profit-oriented firms operating in regions with lax environmental regulations.
We advance the literature and practices in three ways. First, our study makes two key theoretical contributions. We advance stakeholder theory by showing that the effectiveness of firms’ responses to environmental and social pressures is contingent upon their underlying strategic orientation. By integrating strategic posture into the theorisation of stakeholder-driven environmental action, we identify the resource- and orientation-based conditions under which stakeholder pressures are more likely to translate into green revenue generation. In addition, we extend the RBV by demonstrating that the value of different resource types is context dependent. Under heightened environmental and regulatory change, resource versatility becomes strategically salient, thereby shaping firms’ capacity to develop and activate green-related capabilities. Our findings complement prior work, such as Zhou and Park (2020) and Zhou et al. (2025), by focusing on adaptation capability in sustainability transitions and showing that growth-oriented firms exhibit advantages in capitalizing on versatile resources to pursue green revenues.
Second, we advance green revenues research by offering a theoretically grounded explanation of their strategically aligned determinants. Previous studies highlight that green revenues are determined by the investment in dedicated resources aimed at achieving sustainability outcomes, such as green patents and innovation (Klausmann et al., 2024; Cao et al., 2025c). We extend this work by introducing resource versatility as an alternative and complementary pathway. Our findings show that firms with growth-oriented strategic postures possess broader, more redeployable resource portfolios that enhance their ability to pursue green revenue opportunities. This perspective highlights the important role of strategic orientations with flexible, multipurpose resources in supporting environmental transitions.
Third, we contribute to both sustainability strategy and managerial practice by demonstrating that environmental actions and economic goals can be mutually reinforcing rather than conflicting. Previous studies find that greening operational systems typically entails substantial investments (Gao et al., 2024; Guo et al., 2025). We extend this discussion by highlighting versatile resources that not only facilitate firms’ adaptability to shifting market and regulatory pressures but also enable them to harmonize economic performance with environmental responsibility through green innovation. By illustrating this mechanism in our conceptual framework (Figure 1), we provide actionable insights for managers on how to align strategic orientation with resource management to support sustainability. Our findings emphasise that cultivating a portfolio of versatile resources enhances firms’ capacity to generate green revenues while meeting stakeholders’ growing expectations for sustainability.
2. Theoretical Framework and Hypothesis Development
2.1 Resource-based view and stakeholder theory
This study examines how firms integrate nonmarket strategy, particularly responses to emerging environmental issues, into their core corporate strategy (Sun et al., 2024). We ground our theoretical framework in the RBV and stakeholder theory. The RBV, a perspective widely used to explain sources of superior profitability (Barney, 2018), posits that firms’ competitiveness derives from their capabilities to accumulate and utilise firm-specific resources (Wernerfelt, 1984). 
The RBV evolves to encompass a broader conception of performance, including competitive advantage, sustained competitiveness, and value creation (Huang et al., 2015; Barney et al., 2021b). To achieve these objectives, firms leverage their resources to seize opportunities, mitigate external threats, and overcome internal weaknesses (Barney, 1991). Central to the RBV is the notion of strategic resources, which differ from general resources in that only those that are valuable, rare, inimitable, and non-substitutable (VRIN) contribute to a firm’s competitive advantages (Peteraf, 1993; Bowman and Ambrosini, 2002). These distinctive characteristics underpin firms’ ability to sustain their performance over time (Barney, 1991).
We further differentiate resource characteristics across firms with distinct strategic orientations: profit- and growth-oriented (Zhou and Park, 2020). Profit-oriented firms primarily develop firm-specific resources to sustain competitive advantages (Zhou and Park, 2024), but such specialized resources may constrain strategic adaptation and limit opportunities (Nason and Wiklund, 2015). In contrast, growth-oriented firms possess more versatile resources that can be recombined for diverse purposes, enhancing adaptability (Mitrega et al., 2021). This distinction reflects an inherent tension: inimitable, highly specific resources may impede growth due to path dependency and reduced responsiveness to external changes (Huang et al., 2025), whereas versatile resources provide flexibility to navigate dynamic environments (Nason and Wiklund, 2015). We thus posit that firms shape such resources to seize opportunities and mitigate threats (Mellahi et al., 2016), with green patents representing a key strategic resource that facilitates the transition toward sustainability.
In line with Barney et al. (2021a), we emphasize integrating the RBV with stakeholder theory through the lens of sustainability. While the RBV focuses on sustaining competitive advantage via inimitable resources (Barney et al., 2021b), stakeholder theory highlights the management of relationships with diverse stakeholders, through which firms access and exchange critical resources (Barney, 2018). Firms respond to increasing sustainability pressures from nongovernmental stakeholders by engaging in social and environmental initiatives (Sun et al., 2024). Such relationship management is essential for securing stakeholder support (Mellahi et al., 2016). Integrating RBV and stakeholder theory thus underscores that sustainable competitiveness depends on both developing distinctive resources and cultivating sustainable stakeholder relationships (Freeman et al., 2021).
A sustainable stakeholder relationship is grounded in a firm’s commitment to supporting stakeholders’ well-being (Freeman et al., 2021) and requires consideration of ethical and responsible value creation (Parmar et al., 2010; Barney, 2018; McPhail et al., 2024). In response to escalating environmental challenges, firms face increasing pressure to integrate sustainability and environmental objectives into their strategic posture (Bouguerra et al., 2022). We conceptualize green revenues as a strategic mechanism to align environmental concerns with economic goals via green transition and revenue diversification (Kruse et al., 2020; Klausmann et al., 2024). Drawing on the RBV, we highlight that differences in resource characteristics shape firms’ capabilities and challenges in pursuing green transition as a driver of green revenues (Klausmann et al., 2024; Lu et al., 2025). This perspective reflects the integration of market and nonmarket components into firms’ overall strategy (Mellahi et al., 2016), aligning with a two-dimensional view of strategy in which firms simultaneously develop internal capabilities and respond to external sustainability pressures (Sun et al., 2024).
2.2 Strategic orientations: growth-oriented versus profit-oriented and neither-nor firms 
Growth-oriented firms emphasize expanding market share and firm scale, prioritising initiatives that enable expansion (e.g., market development, customer acquisition, and capability deployment) (Penrose, 1959; Gundry and Welsch, 2001). We highlight that innovation and adaptability may underpin competitive advantage under either growth- or profit-oriented strategies. The distinction lies in strategic orientation and allocation priorities rather than in the presence of innovation capability. For growth-oriented firms, aggressive expansion incrementally increases managerial cost due to greater organisational complexity and extensive external relationships (Mishina et al., 2004), potentially eroding profits (Davidsson et al., 2009). In contrast, profit-oriented firms prioritize profitability through cost reduction and return on investment maximisation (Zhou and Park, 2020). Profit-oriented firms can establish either cost leadership or differentiation as their competitive advantage (Dess and Davis, 1984; Zeng and Williamson, 2007). They may achieve a competitive advantage via cost leadership, focusing on operational efficiency, competitive pricing, procurement, and production improvement (Porter, 1980; Devaraj et al., 2004), or differentiation, offering unique products or services features that justify premium pricing (Dess and Davis, 1984). There may be some neither-nor-oriented firms that prioritize neither strategy and tend to possess neither a strongly VRIN nor a particularly versatile resource configuration. 
Although tensions exist between growth- and profit-oriented strategies, strategic orientation is inherently dynamic, allowing firms to adjust in response to environmental changes (Dobni and Luffman, 2003). A profit orientation does not preclude growth, nor does a growth orientation preclude profitability. For instance, profit-oriented firms can accumulate resources to support long-term growth (Yuan and Nishant, 2021), while growth can enhance profitability through economies of scale (Steffens et al., 2009). Firms may also pursue a balanced approach, allocating resources to simultaneously support both growth and profit, or, in some cases, prioritize neither strategy.
The simultaneous pursuit of multiple strategies is often constrained by resource availability (Zhou et al., 2005), creating inherent tensions between growth and profit (Zhou and Park, 2020). Growth-oriented firms primarily allocate their resources toward activities that facilitate market expansion (e.g., customer acquisition, scaling, and market development, which may include innovation and brand-building) (Haveman, 1993; Homburg et al., 1999). Profit-oriented firms may also invest in innovation, but their resource allocation is typically guided by margin improvement, efficiency, and value appropriation objectives. Growth-oriented firms tend to invest in versatile resources that offer broad functional flexibility (Mitrega et al., 2021). Such versatility enhances adaptability to external dynamics, enabling firms to seize expansion opportunities more effectively (Nason and Wiklund, 2015). In contrast, firms pursuing profit-oriented strategies tend to rely more heavily on VRIN resources to build their competitive advantages (Zhou and Park, 2024). Resource portfolios thus differ systematically based on strategic orientation (Nason and Wiklund, 2015). Panel A of Figure 2 presents the definitions and measurement criteria for the different strategic orientation groups, and Table 1 provides a detailed comparison of their resource characteristics.
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2.3 Strategic orientations and green revenues
From the perspective of stakeholder theory, firms must accommodate the diverse interests of multiple stakeholders (Parmar et al., 2010; Barney, 2018), including the growing pressures to operate sustainably and harmonize environmental and economic measures (Chen et al., 2024). This requires structuring strategies to support the green transition (Li and Zhou, 2017), such as embedding sustainability into core strategy through social and environmental initiatives and green innovations (Flammer et al., 2019). Nonetheless, the cost of sustainability initiatives necessitates careful consideration of their impact on economic performance and corporate legitimacy (Schaltegger and Hörisch, 2015). Green revenues, economic activities that generate a positive environmental impact, serve as a key mechanism for aligning sustainability with financial performance (Klausmann et al., 2024; Cao et al., 2025c). Establishing green revenues requires significant investment, commitment, and risk-taking (Teng and Tan, 2023), as firms allocate internal resources to transition toward greener business models (Klausmann et al., 2024).
Given that resource portfolios differ across strategic orientations (Nason and Wiklund, 2015; Zhou and Park, 2024), firms face distinct challenges in transitioning to green revenue generation. Profit-oriented firms, which concentrate on VRIN resources to build firm-specific competitive advantages (Barney, 1991; Peteraf, 1993), often have weaker incentives to redeploy resources to external changes, including environmental pressures (Nason and Wiklund, 2015). While these resources enhance competitive advantage, they can paradoxically constrain exploration of new opportunities and transformation toward greener business models (Combs et al., 2011). As generating green revenues requires resources to support sustainable business models (Klausmann et al., 2024), profit-oriented firms face opportunity costs and risks to profitability in reallocating VRIN resources (Levinthal and Wu, 2010). We therefore posit that profit-oriented firms are less likely to align their resources toward green revenue generation. 
In contrast, growth-oriented firms possess a broader portfolio of versatile resources, enhancing their flexibility to pursue transitions and seize new opportunities (Nason and Wiklund, 2015). Versatile resources are less constrained by path dependence, allowing greater agility in responding to external pressures (Huang et al., 2025). For example, firms with broader knowledge and technology bases, boundary-spanning networks and stakeholder relationships, organisational flexibility and structural slack, and flexible production processes (Zhou et al., 2025) better position them to invest in green innovation and generate green revenues. Similarly, organizational professionalism and network resources enable mature firms to pursue growth through market diversification (Pizzo et al., 2022). Given that green transition drives green revenue generation (Klausmann et al., 2024), growth-oriented firms are better positioned to reconfigure resources and are thus more likely to generate revenues from green-related activities. However, neither-nor-oriented firms tend to possess less developed and less strategically structured resource configurations that are neither strongly VRIN nor particularly versatile. As a result, they have weaker capabilities to mobilise resources toward emerging opportunities such as green revenue generation. We thus develop our first hypothesis as follows:
H1: Compared with profit-oriented and neither-nor-oriented firms, growth-oriented firms are more likely to generate green revenues.
2.4 Underlying mechanism: green patents
Firms that effectively orchestrate their resources could capitalize on opportunities to innovate and develop patents, promoting sustainable business practices (Alkaraan et al., 2024). Green patents represent the outcomes of innovative actions of firms aimed at conserving the environment through sustainable business practices, products, or services (Wang et al., 2023). Developing such green patents requires significant resource allocation to acquire, internalize, and apply new capabilities (Ashraf et al., 2024) and manage the complexity and intensity of innovation processes (Arnold et al., 2019). Therefore, we posit that strategic orientations shape firms’ resource portfolios (Nason and Wiklund, 2015), which in turn determines their propensity to foster green patents.
Growth-oriented companies are particularly well-positioned to pursue green patents as a pathway to generating green revenues. Compared with profit-oriented firms, they may allocate relatively more toward expansion-related initiatives, which can include innovation when aligned with growth objectives (Penrose, 1959; Gundry and Welsch, 2001). This is consistent with their tendency to hold versatile resources with broad functionality (Nason and Wiklund, 2015). This resource base can facilitate capability development, including innovation (Haveman, 1993; Homburg et al., 1999). In an era of rising environmental consciousness, environmental legitimacy contributes to market reputation (Li et al., 2016, 2017), making green innovation a critical component. Firms can leverage green patents to generate green revenues, which helps them ease environmental regulation pressure (Bassen et al., 2023; Mohnen et al., 2023). Therefore, growth-oriented firms are more likely to invest in green patents, which can help them generate greater green revenue.
H2: Growth-oriented firms generate greater green revenues through fostering green patents.
3. Sample, Data, and Research Design
3.1 Sample and data
We obtain data on China’s A-share listed firms from 2009 to 2022. Our sample starts in 2009 to mitigate the impact of the 2008 global financial crisis and ends in 2022 because of the unavailability of post-2022 financial and firm-level data. Firms’ revenues from various business activities are sourced from the WIND database, with green revenues classified following Cao et al. (2025c). We utilize machine learning and textual analyses on annual and CSR reports to capture firms’ environmental transformation. Financial data are collected from the China Stock Market and Accounting Research Database (CSMAR).
We employ a four-step process to determine our final sample. First, we exclude 2,850 observations of specially treated (ST)[footnoteRef:3] firms from the initial sample comprising 44,169 firm-year observations. Second, we exclude 1,188 observations of financial firms due to their different accounting fundamentals. Third, we drop 11,777 observations that lack essential financial variable data. Fourth, we delete 1,625 observations with the missing value of green revenues. Fifth, we delete 1,660 observations with the missing value of strategic orientations. The final valid sample includes 25,069 firm-year observations from 3,042 unique firms across 76 industries.[footnoteRef:4] Panel A of Table 2 shows the details of this four-step selection process. Panel B of Table 2 presents the sample distribution by year. We observe that the percentage of observations of growth-oriented (N_1 / N), those of profit-oriented (N_2 / N), and those of neither-nor-oriented firm-years (N_3 / N) exhibit stable trends across the time period.  [3:  The China Securities Regulatory Commission (CSRC) classifies a firm as an ST firm when it faces severe financial challenges or undergoes significant disasters. This classification is based on criteria such as sustained losses for two consecutive years, net assets dropping below the stock’s par value, or facing the risk of operational halt due to major disasters or accidents.]  [4:  The industry classification employed in this study is based on the three-digit CSRC 2012 Industry Classification system, which uses alphabetical letters combined with two-digit numbers. For instance, classification C37 represents the “Manufacture of railway, ship, aerospace, and other transportation equipment,” while C39 denotes the “Manufacturing of computers, communication, and other electronic equipment.”] 

[Please Insert Table 2 Here]
3.2 Research design
3.2.1 Model specification
We adopt the following regression model to investigate the impact of strategic orientations on firms’ green revenues:
         (1)
The subscripts i, j, r, and t represent firm, industry, province, and year, respectively. The outcome variable Green Revenues denotes firms’ green revenues, quantified either by the existence of green revenues for firm i in year t (Green Revenues Dummy) or by the proportion of revenues obtained from green-related businesses relative to total revenues (Green Revenues Ratio). The indicator variable Strategic Orientations refers to the firms’ strategic orientations (growth-oriented or profit-oriented strategies). The variable Growth vs. Profit and Neither-Nor is assigned a value of one if a firm-year exhibits a growth-oriented strategy, and zero if it reflects either a profit-oriented or neither-nor-oriented strategy. The variable Profit vs. Growth and Neither-Nor equals one when a firm-year adopts a profit-oriented strategy, and zero when it adopts either a growth-oriented or neither-nor-oriented strategy.
The vector  serves as a set of control variables. Following previous studies, we incorporate several control variables in our regression model (Zhou and Park, 2020; Huang et al., 2024). Specifically, the vector  includes firms’ size (Size), ownership structure (SOE), book-to-market ratio (BTM), net working capital (NWC), return on assets (ROA), cash and cash equivalent (Cash), tangible assets (Tangible), market share ratio (Market Share), WW index representing the level of product market competition (WW Index), institutional shareholdings (InstitutionInv). Appendix A provides detailed definitions of the variables used in this study. Strategic Orientations is a firm-year indicator constructed relative to the industry average. We follow Zhou and Park (2020) and include industry fixed effects to control for unobserved time-invariant heterogeneity across industries.[footnoteRef:5] We also incorporate province and year fixed effects to control for unobserved time-invariant heterogeneity in regions and the influence of time trend. We adopt robust standard errors clustered at the firm level. The coefficient β captures the change in firms’ green revenues for firm-years adopting growth-oriented (or profit-oriented) strategies relative to those adopting profit-oriented (or growth-oriented) and neither-nor-oriented strategies.[footnoteRef:6]  [5:  To mitigate concerns regarding the sensitivity of our findings to fixed‐effects specifications and alternative measures of strategic orientation, we re-estimate our baseline models using firm fixed effects and alternative measures of strategic orientation. The results remain statistically significant under these additional tests.]  [6:  Our results remain consistent and robust across different treatments of outliers using winsorization. We winsorize continuous variables at the 1st and 99th percentiles to mitigate the impact of outliers on our estimations and when continuous variables are winsorized at the 5th and 95th percentiles. These findings suggest that our results are not sensitive to the choice of winsorization procedure.] 

3.2.2 Measures of green revenues
Firms’ green revenues are defined as revenues derived from green-related business activities (FTSE Russell, 2018). This definition captures two dimensions: the share of green activities in the firm’s overall revenue structure and the nature of those activities. Green-related businesses reflect strategic choices across sectors, such as renewable energy, waste management, eco-friendly products, and sustainable resource utilization. Consequently, green revenues serve as a key indicator of firms’ environmental strategies, reflecting both their commitment to and investment in practices aligned with ecological preservation and sustainable development (Cao et al., 2025c).
Following previous studies (e.g., Kruse et al., 2024; Cao et al., 2025c), we measure firms’ green revenues based on revenues generated from their diverse business activities related to green and environmental sustainability. Further, we identify firms’ revenues as generated from green-related business activities based on the 2019 Green Industry Guiding Catalogue (hereafter, GIGC),[footnoteRef:7] issued by China’s National Development and Reform Commission. The GIGC includes six main categories of green-related businesses, further divided into 211 sub-categories. We classify firms’ revenue categories according to the green-related businesses outlined in the GIGC to identify their green revenue generation and calculate the extent of green revenues.[footnoteRef:8] [7: More detail, refer to https://www.shanghai.gov.cn/cmsres/32/32688250a2a04d0199748a1cd1387fc0/dc4d0ae4b8416dd07607a68791ba8936.pdf, accessed on 20 May 2025. ]  [8:  We contend that utilizing the GIGC to identify firms’ green revenues is both valid and reliable. GIGC’s primary aim is to deliver an objective and standardized framework for categorizing green-related business activities. The specific business activities outlined within the GIGC were already in existence prior to its release. This makes it a relevant and authoritative benchmark for classifying and assessing green revenues. Furthermore, as the GIGC is issued by a ministry of the central government, it constitutes an exogenous document. This means that firm-level business activities and revenues are unlikely to influence its formulation and issuance. This ensures that the GIGC provides a systematic and rigorous method for identifying and categorizing revenues from activities related to green and environmental sustainability.] 

We adopt the indicator variable Green Revenues Dummy, which is assigned a value of one when a firm generates green revenues in a given year, and zero otherwise. This variable aids in assessing the probability of a firm generating revenues from green-related businesses. In addition, we also quantify the firms’ green revenues as the ratio of total green revenues to total revenues (Green Revenues Ratio). This variable, therefore, indicates the extent of a firm’s revenues derived from green-related businesses. Online Appendix A2 shows two real examples of the construction of green revenues.
3.2.3 Measures of strategic orientations
Following Zhou and Park (2020), we construct firms’ strategic orientations (i.e., growth-oriented and profit-oriented) using sales growth and pretax ROA. Sales growth, calculated as the annual percentage change in sales, captures firm expansion (Baumol, 1962), while pretax ROA, defined as net profit relative to total sales, measures profitability (McGahan and Porter, 1997). Zhou and Park (2020) define firms adopting a growth-oriented strategy as those that prioritize growth over profitability, while firms adopting a profit-oriented strategy place greater emphasis on profitability than on growth. Therefore, firms identified as growth-oriented or profit-oriented do not include those that assign equal importance to both growth and profitability, nor those that prioritize neither growth nor profitability. Firms assigning equal importance to both objectives or neither are categorized as neither-nor-oriented, reflecting a neutral strategic stance. Thus, our sample comprises three groups: (1) growth-oriented firms, (2) profit-oriented firms, and (3) neither-nor-oriented firms. Panel A of Figure 2 illustrates these groups.
This classification method offers greater comprehensiveness and accuracy by employing dual criteria to define firms’ strategic orientations, rather than relying exclusively on a single dimension of either growth or profitability (Zhou and Park, 2020). Firms with high growth may also exhibit strong profitability simultaneously. This makes it challenging to categorize their orientation definitively when only one dimension is considered. By applying two restrictions (i.e., growth prioritized over profit or profit prioritized over growth), this approach provides a clearer and more precise framework for defining firms’ orientations.
Aligning with Zhou and Park (2020), we compare a firm’s sales growth and profit with the average value of peers in the same industry to determine whether a firm employs growth-oriented, profit-oriented, or neither-nor-oriented strategies. First, we define growth-oriented firms by the indicator variable (Growth v. Profit and Neither-Nor), which equals one when their sales growth exceeds the industry average based on the three-digit CSRC 2012 Industry Classification, while their profit falls below the industry average, and zero otherwise. We compare changes in green revenues between growth-oriented firms (where Growth v. Profit and Neither-Nor = 1, which prioritizes growth over profitability) and their counterparts[footnoteRef:9] (firms adopting profit-oriented and neither-nor-oriented strategies). Panel B of Figure 2 shows this comparison.  [9:  Compared to growth-oriented firms (Growth-oriented = 1), other firms include those that prioritize profitability over growth (Growth-oriented = 0 & Profit-oriented = 1) and those without a priority (Growth-oriented = 0 & Profit-oriented = 0).] 

Second, profit-oriented firms are defined as those where the indicator variable Profit v. Growth and Neither-Nor equals one if their profit is above the industry average based on the three-digit CSRC 2012 Industry Classification, while their sales growth remains below the industry average, and zero otherwise. We compare changes in green revenues between profit-oriented firms (where Profit v. Growth and Neither-Nor = 1, which prioritizes profitability over growth) and their counterparts[footnoteRef:10] (firms adopting growth-oriented and neither-nor-oriented strategies). Panel C of Figure 2 shows this comparison. Appendix B provides two real examples for strategy classification.  [10:  Compared to profit-oriented firms (Profit-oriented = 1), other firms include those that prioritize growth over profitability (Profit-oriented = 0 & Growth-oriented = 1) and those without a priority (Profit-oriented = 0 & Growth-oriented = 0).] 

To mitigate measurement bias, we utilize alternative measures of strategic orientations for robustness checks. First, Growth-oriented2 equals one if firms’ sales growth is above the sample median and their profit is below the sample median, and zero otherwise. Profit-oriented2 equals one if firms’ profit exceeds the sample median while their sales growth falls below the median, and zero otherwise. Second, Growth-oriented3 equals one if a firm’s sales growth exceeds the industry average (based on one-digit CSRC 2012 Industry Classification) and profit is below the industry average, and zero otherwise; Profit-oriented3 equals one if a firm’s profit exceeds the industry average based on one-digit CSRC 2012 Industry Classification while its sales growth falls below the industry average, and zero otherwise. These alternative measures are used in robustness tests.
3.2.4 Entropy balancing and Heckman selection model
To mitigate concerns that our results may be driven by fundamental differences in firm characteristics or self-selection bias, we employ two approaches. First, to address the concern that variations in green revenues may be attributable to fundamental differences in firm characteristics rather than to the adoption of diverse strategic orientations, we employ an entropy balancing approach, following prior studies (e.g., Baker et al., 2024; Choi et al., 2025). Entropy balancing reweights control observations so that covariate distributions match those of the treatment group, ensuring balance between firms generating green revenues (Green Revenues Dummy = 1) and those not generating green revenues (Green Revenues Dummy = 0). To further assess robustness and address concerns regarding the choice of matching method and underlying differences in firm characteristics, we implement propensity score matching as an alternative, as discussed in Section 6.
Second, our results may be influenced by sample selection bias. This arises from the possibility that firms with higher (lower) green revenues may be more inclined to adopt growth-oriented (profit-oriented) strategies. Such non-random strategic choices can introduce endogeneity (Certo et al., 2016). To address this, we conduct Heckman selection model tests (Heckman, 1979). Given that the Heckman selection model needs the exogenous variables in the analysis, we use Historic peer Growth-oriented and Historic peer Profit-oriented to fulfil this requirement. We adopt the probit model to investigate the impact of Historic peer Growth-oriented (Historic peer Profit-oriented) on firms’ strategic orientations in the first stage regressions, shown in Online Appendix B. Then, we generate the selection parameters, representing the Inverse Mills Ratio. We incorporate Inverse Mills Ratio1 for growth-oriented firms and Inverse Mills Ratio2 for profit-oriented firms in the second-stage regressions to control self-selection bias.
4. Empirical Results
4.1 Descriptive statistics
Table 3 shows the descriptive statistics for our key variables. Panel A reports the results of the summary statistics of the full sample. For growth-oriented firm-years, the mean values of Green Revenues Dummy and Green Revenues Ratio are 0.199 and 0.078. This indicates that 19.9% growth-oriented firm-years in our sample generate revenues from green-related businesses. On average, the extent of green revenues accounts for 7.8% of total revenues among these firms in the sample. For profit-oriented firm-years, the mean values of Green Revenues Dummy and Green Revenues Ratio are 0.089 and 0.024. This denotes that only 8.9% profit-oriented firm-years in our sample generate green revenues.
On average, green revenues constitute 2.4% of total revenues among profit-oriented firm-years in our sample. For neither-nor-oriented firm-years, the mean values of Green Revenues Dummy and Green Revenues Ratio are 0.130 and 0.037. This indicates that 13.0% neither-nor-oriented firms generate green revenues, and, on average, green revenues represent 3.7% of total revenues among these firms. These are consistent with previous studies (e.g., Klausmann et al., 2024; Cao et al., 2025c). Consistent with our hypothesis, the descriptive statistics show that growth-oriented firms are most likely to generate green revenues, followed by neither-nor-oriented firms and, lastly, profit-oriented firms. In addition, growth-oriented firms have a higher proportion of green revenues compared to neither-nor-oriented and profit-oriented firms. Thus, we preliminarily conclude that growth-oriented firms are more inclined to derive green revenues than profit-oriented firms.
Panels B and C of Table 3 present descriptive statistics for the control variables before and after entropy balancing. These panels present diagnostic tests for mean, variance, and skewness across the two groups. After entropy balancing, standardized covariate differences reduce to zero, and variance ratios converge to one, indicating that covariate balance has been successfully achieved.
[Please Insert Table 3 Here]
4.2 Baseline results
Table 4 reports the results of the impact of strategic orientations on firms’ green revenues. Columns (1) to (6) present the results of the impact of diverse strategic orientations on the likelihood of generating green revenues. Columns (7) to (12) show the results of the impact of different strategic orientations on the ratio of green revenues to total revenues. Columns (1), (2), (7), and (8) include all control variables and fixed effects. Columns (3), (4), (9), and (10) incorporate all control variables and fixed effects using an entropy-balanced sample. In addition, Columns (5), (6), (11), and (12) include Inverse Mills Ratios to control for the influence of self-selection bias.
We document that the impacts of strategic orientations on firms’ green revenues are statistically significant. Columns (1), (3), and (5) show that the coefficients on Growth v. Profit and Neither-Nor for Green Revenues Dummy (0.057, 0.074, and 0.087) are all positive and significant at the 1% level. This indicates that growth-oriented firms are more likely to generate green revenues compared to firms adopting profit-oriented and neither-nor-oriented strategies. Columns (7), (9), and (11) present that the coefficients on Growth v. Profit and Neither-Nor for Green Revenues Ratio (0.035, 0.058, and 0.065) are all positive and significant at the 1% level. This implies that growth-oriented firms are more inclined to increase the proportion of green revenues in their total revenues relative to profit-oriented and neither-nor-oriented firms. However, Columns (2), (4), and (6) exhibit that the coefficients on Profit v. Growth and Neither-Nor for Green Revenues Dummy (-0.041, -0.062, and -0.069) are all negative and significant at the 1% level. Columns (8), (10), and (12) show that Profit v. Growth and Neither-Nor for Green Revenues Ratio (-0.015, -0.027, and -0.030) are all negative and significant at the 1% level. These results imply that profit-oriented firms are less likely to generate green revenues and enhance the proportion of green revenues compared to growth-oriented and neither-nor-oriented firms.
These impacts are economically significant. Our findings reveal that firms with growth-oriented strategies have an 8.7% higher likelihood of generating green revenues compared to profit-oriented and neither-nor-oriented firms. These firms also demonstrate a 6.5% higher ratio of green revenues to total revenues compared to their counterparts. In contrast, firms following profit-oriented strategies exhibit a 6.9% lower probability of generating green revenues and show a 3.0% lower ratio of green revenues to total revenues relative to growth-oriented and neither-nor-oriented firms. These results support our H1.
[Please Insert Table 4 Here]
4.3 Reasoning behind the impact of strategic orientations on green revenues
We here investigate the underlying mechanism of the impact of strategic orientations on green revenues, specifically focusing on investing in green patents.[footnoteRef:11] We use the number of green patent applications to proxy the intensity of corporate green patents (Green patents), following Kim and Valentine (2021). This is because patent applications offer comprehensive details on the core attributes of the underlying invention, serving as a valuable resource for classifying innovations and the technological strategies of firms (Amore and Bennedsen, 2016). We define firms with high green patents (High green patents) or low green patents (Low green patents) when the number of applications of green patents is above or below the sample median. [11:  Teece et al. (1997) demonstrate that firms have the capacity to generate, adapt, and utilize their resources and capabilities in reaction to swiftly evolving market dynamics. They characterize dynamic capabilities as the ability of a firm to integrate, develop, and restructure internal and external competencies to navigate rapidly shifting environments. The concept of dynamic capabilities suggests that a firm’s competitive advantages are significantly derived from its ability to adapt, innovate, and manage resources effectively. Growth-oriented firms prioritize market share growth and sustainability (Barney, 1991; Barney and Hesterly, 2019). Thus, green patents can be regarded as a dynamic capability, empowering growth-oriented firms to address environmental challenges and seize opportunities, thereby facilitating sustainable growth (Arranz et al., 2020).] 

Table 5 reports the results of the analysis examining the green patents channel. Column (1) shows that firms adopting growth-oriented strategies are more inclined to generate green innovation patents compared to other firms. Columns (2) and (5) indicate that the coefficients on Growth v. Profit and Neither-Nor × Green Patents (0.017 and 0.029) are positive and significant. This implies that growth-oriented firms with a greater number of green patents are more inclined to generate green revenues. Columns (3) and (6) show that the coefficients on Growth v. Profit and Neither-Nor (0.086 and 0.086) for the subsamples of firm-years with greater green patents are positive and significant. However, Columns (4) and (7) reveal that the coefficients for firm-years with fewer green patents are statistically insignificant and economically smaller. This implies that growth-oriented firms are more inclined to intensify their green patents, thereby enhancing green revenues. These results support our H2.
[Please Insert Table 5 Here]
5. Additional Tests
5.1 Which firms are more or less likely to enhance green revenues?
5.1.1 Growth-oriented firms with greater environmental transformation
Growth-oriented firms are likely to recognize and exploit growth and opportunities in sustainable markets (Barney and Hesterly, 2019). Thus, these firms proficient in environmental transformation capitalize on their flexible resource deployment and adaptability skills, thereby boosting their ability to produce eco-friendly products and services to generate green revenues. We predict that growth-oriented firms with greater environmental transformation are more likely to enhance their green revenues than those with lower environmental transformation.
We employ textual analysis to assess firms’ environmental transformation (EnvTran), utilizing the dictionary approach (Loughran and McDonald, 2011) to identify the prevalence of environmentally transformative terms within annual and CSR reports. Our analysis is guided by the Guidelines for Environmental Performance Assessment Techniques in Enterprises issued by China’s Ministry of Ecology and Environment, focusing on four key dimensions.[footnoteRef:12] Panel A of Table 6 shows the results of the heterogeneity analysis of firms’ environmental transformation. We define firms with high environmental transformation (low environmental transformation) when EnvTran is above (below) the median. We find that the coefficients on Growth v. Profit and Neither-Nor (0.104 and 0.073) for firms with high EnvTran are significantly higher than those with low EnvTran (0.064 and 0.049). This indicates that growth-oriented firms with high environmental transformation are more inclined to generate green revenues and enhance the proportion of green revenues in total revenues. [12:  Four key dimensions: (1) transformation in environmental protection strategy and policy, (2) evolution towards low-carbon and enhanced environmental governance, (3) development of environmental infrastructure, and (4) promotion of employee environmental awareness and education.] 

5.1.2 Profit-oriented firms in regions with non-strict environmental regulations
Stringent environmental regulations can reduce investment uncertainty and stimulate innovations, thereby enhancing resource productivity and achieving win-win situations between environmental and economic performance (Porter and van der Linde, 1995). However, firms operating in regions with lax environmental regulations face less regulatory pressure to adopt green-related investments and practices. The absence of stringent regulatory intensity reduces the external pressure for compliance and diminishes the incentive for firms to invest in green patents or practices, thereby reducing green revenues (Qiu et al., 2020). Therefore, we predict that profit-oriented firms headquartered in regions with non-strict environmental regulations are more likely to reduce green revenues than those constrained by strict environmental regulations.
We follow Dagestani et al. (2023) to obtain data on the frequency of keywords pertinent to environmental regulations from government annual working reports across diverse jurisdictions. This is a dataset at the province-year level to quantify the intensity of environmental regulation (ENV) of different regions. We define regions with high (low) intensity of environmental regulations if ENV is above (below) the median. Panel B of Table 6 shows the results of heterogeneity in the intensity of environmental regulations in different regions. We find that the coefficients for Profit v. Growth and Neither-Nor (-0.094 and -0.046) for low ENV are significantly lower than those for high ENV. This indicates that profit-oriented firms headquartered in regions with non-strict environmental regulations are less likely to generate green revenues than their counterpart.
[Please Insert Table 6 Here]
5.2 Reputational social outcomes and CSR performance
5.2.1 Green revenues, growth-oriented firms, and reputational social outcomes 
Firms with different strategic orientations vary in their ability to generate green revenues, which constitute a critical link between economic and environmental performance (Cao et al., 2025c). Building on the view that sustainable development is unattainable if any of the three pillars: environmental integrity, social equity, or economic prosperity is compromised (Bansal, 2005), we thus investigate how green revenues generated by growth-oriented firms influence their social performance.
[bookmark: _Hlk215578061]We measure the firm’s reputational social performance using the number of annual positive news reports[footnoteRef:13] as media coverage influences public trust within local communities by shaping perceptions and heightening emotional engagement (Engdahl and Lidskog, 2014).[footnoteRef:14] Ho et al. (2022) employ the emotional intensity within news articles as a proxy for firms’ social performance. Various shareholders consider news articles as an important source of information when assessing a firm’s business practices and operating procedures (Dyck et al., 2008; Ang et al., 2021). The sentiments expressed on news article platforms can provide real-time insights into public perceptions and emerging issues that might reflect a firm’s social performance.[footnoteRef:15]  [13:  Dorobantu et al. (2017) document that a corpus of articles may exhibit selection and description biases. However, they also argue that these two biases can be partially offset by using a large corpus of articles. Therefore, we gather all articles pertinent to positive news and also acquire the original articles related to positive news about firms as robust measures.]  [14:  Securing and sustaining a social reputation can significantly enhance a firm’s operational success, strategic positioning, and long-term sustainability, contributing to brand reputation, investor appeal, compliance efforts, and public relations (Demuijnck and Fasterling, 2016).]  [15:  We acknowledge the limitations of this proxy, which may not capture comprehensive social impact while noting its widespread use in prior literature linking media sentiment to firms’ social evaluations (e.g., Engdahl and Lidskog, 2014; Dorobantu et al., 2017; Ho et al., 2022).] 

We capture a firm’s positive news reports (News Reports) as the logarithmic value of one plus the number of original positive news reports about the firm in financial newspapers and social media platforms. We obtain firms’ annual positive news from the China Economic News Library in China Inforbank.[footnoteRef:16] Thus, the higher values of News Reports signify the greater social performance related to public views. [16:  This library includes business financial media and news reports of firms from major Chinese newspapers and financial magazines since 1992. We remove company-issued announcements, financial reports, and analyst reports. ] 

Column (1) of Table 7 reports the results of the impact of growth-oriented firms and their augmented green revenues on social performance related to public news. We find that the coefficient on the Growth v. Profit and Neither-Nor × Green Revenues Ratio is positive and significant at the 1% and 5% levels. The coefficient on Growth v. Profit and Neither-Nor × Green Revenues Ratio is significantly larger than the coefficients on Growth v. Profit and Neither-Nor. These findings indicate that, relative to profit-oriented and neither-nor-oriented firms, growth-oriented firms are generally less likely to achieve higher levels of social performance. However, growth-oriented firms that generate green revenues or have a higher proportion of green revenues are more likely to exhibit superior social performance.
5.2.2 Green revenues, growth-oriented firms, and firms’ overall CSR performance 
We further investigate how green revenues generated by growth-oriented firms comprehensively influence their overall CSR performance. We first construct the variables of firms’ CSR performance by using eleven indicator variables. Each dummy variable equals one if firm-year observations disclose specific information, and zero otherwise. CSR Performance is equivalent to the accumulated value of these dummy variables. Second, we construct the variable of firms’ real sustainable activities. We obtain data on diverse CSR activities from the CSMAR database, which provides twelve distinct CSR activities undertaken by firms. Each variable is assigned a value of one if the firm engages in the activity during a given year, and zero otherwise. We construct a comprehensive CSR activities index (CSR Activities) by summing these twelve indicators, providing an overall measure of firms’ actual commitment to sustainable activities. The higher values of CSR Activities imply greater social performance related to real CSR activities.
Third, we further use the CSR performance scores (CSR Scores) evaluated by the Rankins CSR Ratings (RKS)[footnoteRef:17] to capture firms’ social performance. The higher values of CSR Scores imply greater social performance related to CSR performance evaluated by a third-party institution. Appendix A details the definition of these variables. [17:  RKS independently develops China’s first CSR report rating system for listed firms and annually hosts the A-share Listed Firms CSR Report Summit, which has become a leading platform for CSR communication. RKS’s expertise spans several corporate rating areas, including CSR report evaluations, making it a prominent institution in rating firms’ CSR performance (McGuinness et al., 2017).] 

Columns (2)-(4) of Table 7 report the results of the impact of growth-oriented firms and their augmented green revenues on CSR performance, and CSR activities and scores. We find that the coefficients on the Growth v. Profit and Neither-Nor × Green Revenues Ratio are all positive and significant at the 1% and 5% levels across all columns. The coefficients on Growth v. Profit and Neither-Nor × Green Revenues Ratio are all significantly larger than the coefficients on Growth v. Profit and Neither-Nor. We also find that the coefficients on Growth v. Profit and Neither-Nor for the firm’s CSR performance and real CSR activities are negative and significant. These findings indicate that, relative to profit-oriented and neither-nor-oriented firms, growth-oriented firms are generally less likely to achieve higher levels of CSR performance. Growth-oriented firms that generate green revenues or have a higher proportion of green revenues are more likely to exhibit superior CSR performance. 
[Please Insert Table 7 Here]
6. Robustness Tests
Online Appendix C presents a comprehensive discussion of these tests to address the potential endogeneity issues. First, in Panel A of Table 8, we adopt the instrumental variable approach to mitigate the potential endogeneity of reverse causality, and the concerns of unobservable variables drive our estimations. We assess several instrumental validity tests to ensure our instrumental variables are correctly identified and valid. 
Second, another endogeneity issue may be raised from non-random mutual selection and other forms of functional misspecification. To tackle this problem, in Panel B of Table 8, we use the propensity score matching (PSM) approach developed by Heckman et al. (1998). We further address other endogeneity issues. The results are provided in the Online Appendix B.
Third, to mitigate the measurement bias, we employ alternative measures of strategic orientations. We use Growth v. Profit and Neither-Nor2, Profit v. Growth and Neither-Nor2, Growth v. Profit and Neither-Nor3, and Profit v. Growth and Neither-Nor3 as alternative independent variables to rerun our regression models. Fourth, we further examine the effects of changes in strategic orientations on firms’ green revenues. Fifth, we adopt placebo tests to mitigate the concerns regarding the impact of confounding factors. Sixth, omitted variable bias may alter our estimates. To assess this bias, we apply the bound estimate approach proposed by Oster (2019), evaluating the sensitivity of estimated coefficients and the change in R-squared between regressions conducted with and without control variables. Our results remain consistent and robust across all these tests.
[Please Insert Table 8 Here]
7. Conclusion and Implications 
7.1 Conclusion
This study investigates whether and how strategic orientations shape firms’ dynamic green capabilities. We find that firms with growth-oriented (profit-oriented) strategies are more (less) likely to generate green revenues, and green patents are the underlying mechanism. In addition, the impact of growth orientations on green revenues is stronger for firms establishing environmental transformations. These findings highlight that the endowment of versatile resources among growth-oriented firms enables them to adapt to the stakeholder pressures for greener operations. Growth orientation may strategically pursue expansion opportunities, including green innovation, although innovation capability may be present under any strategic orientation. These mechanisms also signify the crucial role of versatile resources in developing green capabilities to harmonize environmental pressures and economic goals. Further analysis finds that growth-oriented firms generating green revenues are more likely to gain a social reputation. 
7.2 Implications 
7.2.1 Implications for Theories
This study reflects both theoretical and managerial implications, particularly to ease the pressures of environmental responsibility while maintaining economic goals. First, we extend stakeholder theory by demonstrating that the efficacy of stakeholder responsiveness is contingent upon underlying strategic orientation, thereby integrating strategic posture into the theorisation of stakeholder-driven environmental action. Our work complements existing nonmarket strategy research by identifying resource- and orientation-based conditions under which stakeholder pressures translate into environmental revenue outcomes.
Second, we extend RBV by demonstrating that the value of resource types is context-dependent, and that adaptability and redeployability may become strategically critical under conditions of heightened environmental change. Our findings offer an important complement to RBV extensions by showing how strategic orientation shapes the formation and activation of green-related capabilities.
Our findings do not imply that firms must adopt growth-oriented strategies to develop green revenues; rather, green revenues can be pursued under any strategic orientation as a means of aligning environmental responsibility with economic goals. While Zhou and Park (2020) show that growth-oriented firms may face non-scale-free resource strain that affects survival, our results highlight that their exploratory posture, broader knowledge base, and externally oriented capabilities can enhance adaptation and responsiveness to environmental opportunities and stakeholder pressures. Thus, our findings complement rather than contradict Zhou and Park (2020) and Zhou et al. (2025) by shifting the focus from survival capability to adaptive capability in sustainability transitions. Firms of all strategic orientations can learn from growth-oriented firms by leveraging versatile resources to support green revenue generation, and profit-oriented firms may integrate environmental responsibility by pursuing green opportunities that offer immediate or efficiency-enhancing economic returns.
7.2.2 Implications for practice and policy
Our findings highlight the practical implications to managers and regulators that strategic orientations to pursue economic goals can be aligned with environmental sustainability. Accordingly, managers of profit-oriented firms may consider maintaining versatile resources in their portfolio. Their focus on building competitive advantages through building VRIN resources needs to be balanced with the capability to adapt to dynamic changes. According to our findings, regulators can consider developing a regulatory framework that enables green innovation and drives environmental transformation. This supportive regulatory framework is expected to foster a sustainability agenda while ensuring continued economic prosperity. The lessons learned from China’s setting are relevant to other countries since the tension between environmental issues and economic goals is prevalent around the globe.
7.2.3 Limitations and future research trajectories
Despite significant contributions, our study may have potential limitations that open the avenues for future research on aligning sustainability with business strategies. Strategic orientations can be conceptualized through multiple theoretical lenses, including analyzer-defender-prospector typologies (Rajagopalan, 1997; Escribá‐Esteve et al., 2009), low-cost versus differentiation strategies (Canina et al., 2005; Zhao et al., 2024), and entrepreneurial, market, and learning-oriented strategies (Schweiger et al., 2019). Our study focuses on growth and profit-oriented strategies, and future research could expand this line of inquiry by investigating the impact of more diverse business strategic archetypes on their long-term performance and social legitimacy. Further, a deeper investigation into the mechanisms through which resources are reallocated to build firms’ adaptive capabilities to respond to the dynamic environment. Therefore, future studies may consider the dynamic green capabilities framework to portray the wider picture of how firms generate green revenues over time and across countries.
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Figure 1. Theoretical framework
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Figure 2. Strategic orientations

Table 1. The characteristics of growth-oriented and profit-oriented firms
	
	Growth-oriented firms
	Profit-oriented firms
	References

	Definition
	Firms that prioritize market share growth and development often focus on sustainability
	Firms that prioritize profitability and efficiency often focus on cost reduction and maximizing returns on investment
	Barney (1991); Friedman (1970); Jensen (1986); Penrose (1959); Barney and Hesterly (2019)

	Strategic goal
	Expand sales, market share, firm’s scale, typically at the expense of profit in the short term
	Build firm-specific resources and capabilities to generate profit
	Zhou and Park (2020)

	Competitive advantages
	Market expansion and scaling; opportunity seeking supported by redeployable capabilities, which may include innovation when it aligns with growth objectives
	Value appropriation via efficiency, disciplined investment, and positioning, which may include innovation capability as a VRIN resource
	Barney (1991); Porter (1980); Porter (1985); Zeng and Williamson (2007)

	Competitive disadvantages
	Risk of lower short-term profitability
	May overlook long-term opportunities for growth.
	Hart (1995); Porter (1991)

	Efficiency
	Potential trade-off for growth opportunities
	Prioritization of cost efficiency and lean operations
	Kaplan and Norton (1992) 

	Growth
	Aggressive expansion and market share strategies
	Cautious growth with a focus on profitability
	Penrose (1959); Lev and Thiagarajan (1993)

	Marketing
	Investment in brands, social license, and market development
	Targeted marketing for maximum return on investment
	Haveman (1993); Homburg et al. (1999)

	Capital intensity
	Significant capital investment in growth initiatives
	Focus on capital efficiency and productivity
	Hall (2002); Modigliani and Miller (1958)

	Resources characteristics
	More domination of versatile resources (resources with the potential to provide a broad range of services)
	Profit is driven by VRIN resources
	Zhou and Park (2020); Nason and Wiklund (2015); Mitrega et al. (2021)



Table 2. Sample selection and distribution
	Panel A. Sample selection

	Total number of firm-year observations from 2009-2022
	44,169

	Removal of observations with ST firms
	(2,850)

	Removal of observations with financial firms
	(1,188)

	Removal of observations with missing relevant financial data
	(11,777)

	Removal of observations with the missing value of green revenues
	(1,625)

	Removal of observations with the missing value of strategic orientations
	(1,660)

	Final firm-year observations
	25,069

	Number of firms
	3,042

	Number of industries (CSRC 2012 Industry Classification)
	76

	Panel B. Sample distribution
	
	

	Year
	Number
(N)
	Frequency
	Growth-oriented firm-years
(Growth v. Profit and Neither-Nor = 1)
	Profit-oriented firm-years
(Profit v. Growth and Neither-Nor = 1)
	Neither-nor-oriented firm-years
(Growth v. Profit and Neither-Nor = 0 & Profit v. Growth and Neither-Nor = 0)

	
	
	
	Number
(N_1)
	Percentage
(N_1 / N)
	Number
(N_2)
	Percentage
(N_2 / N)
	Number
(N_3)
	Percentage
(N_3 / N)

	2009
	1,180
	4.71%
	197
	16.69%
	261
	22.12%
	722
	61.19%

	2010
	1,305
	5.21%
	212
	16.25%
	315
	24.14%
	778
	59.62%

	2011
	1,597
	6.37%
	256
	16.03%
	413
	25.86%
	928
	58.11%

	2012
	1,794
	7.16%
	307
	17.11%
	468
	26.09%
	1,019
	56.80%

	2013
	1,880
	7.50%
	298
	15.85%
	483
	25.69%
	1,099
	58.46%

	2014
	1,886
	7.52%
	303
	16.07%
	504
	26.72%
	1,079
	57.21%

	2015
	1,908
	7.61%
	320
	16.77%
	521
	27.31%
	1,067
	55.92%

	2016
	2,038
	8.13%
	356
	17.47%
	543
	26.64%
	1,139
	55.89%

	2017
	1,503
	6.00%
	315
	20.96%
	307
	20.43%
	881
	58.62%

	2018
	1,700
	6.78%
	378
	22.24%
	323
	19.00%
	999
	58.76%

	2019
	1,756
	7.00%
	408
	23.23%
	319
	18.17%
	1,029
	58.60%

	2020
	1,780
	7.10%
	402
	22.58%
	317
	17.81%
	1,061
	59.61%

	2021
	2,525
	10.07%
	456
	18.06%
	572
	22.65%
	1,497
	59.29%

	2022
	2,217
	8.84%
	371
	16.73%
	551
	24.85%
	1,295
	58.41%

	Total
	25,069
	100.00%
	4,579
	18.27%
	5,897
	23.52%
	14,593
	58.21%


Notes: This table reports the sample selection process and sample distribution by year.
Table 3. Descriptive statistics
	Panel A. Descriptive statistics of the full sample

	Variable
	Growth-oriented firm-years
(Growth v. Profit and Neither-Nor = 1)
	Profit-oriented firm-years
(Profit v. Growth and Neither-Nor = 1)
	Neither-nor-oriented firm-years
(Growth v. Profit and Neither-Nor = 0 & Profit v. Growth and Neither-Nor = 0)

	
	N
	Mean
	Std. Dev.
	N
	Mean
	Std. Dev.
	N
	Mean
	Std. Dev.

	Green Revenues Dummy
	4,579
	0.199
	0.399
	5,897
	0.089
	0.285
	14,593
	0.130
	0.337

	Green Revenues Ratio
	4,579
	0.078
	0.224
	5,897
	0.024
	0.119
	14,593
	0.037
	0.151

	Size
	4,579
	22.447
	1.362
	5,897
	22.261
	1.200
	14,593
	22.281
	1.311

	SOE
	4,579
	0.350
	0.477
	5,897
	0.448
	0.497
	14,593
	0.444
	0.497

	BTM
	4,579
	0.670
	0.244
	5,897
	0.609
	0.257
	14,593
	0.619
	0.254

	NWC
	4,579
	0.145
	0.225
	5,897
	0.268
	0.235
	14,593
	0.195
	0.245

	ROA
	4,579
	0.014
	0.080
	5,897
	0.058
	0.048
	14,593
	0.031
	0.074

	Cash
	4,579
	0.135
	0.111
	5,897
	0.186
	0.136
	14,593
	0.153
	0.120

	Tangible
	4,579
	0.899
	0.114
	5,897
	0.935
	0.089
	14,593
	0.928
	0.088

	Market Share
	4,579
	0.024
	0.070
	5,897
	0.027
	0.076
	14,593
	0.027
	0.081

	WW Index
	4,579
	-1.027
	0.179
	5,897
	-1.025
	0.066
	14,593
	-1.015
	0.094

	InstitutionInv
	4,579
	0.437
	0.247
	5,897
	0.490
	0.247
	14,593
	0.457
	0.239


	Panel B. Descriptive statistics of firm characteristics before entropy balancing

	
	Firms With Green Revenues Throughout the Sample Period
	Firms Without Green Revenues Throughout the Sample Period
	Mean
	Std. Dev.

	
	Mean
	Variance
	Skewness
	Mean
	Variance
	Skewness
	Difference
	Ratio

	Size
	22.330
	1.526
	0.531
	22.300
	1.726
	0.741
	0.030
	0.940

	SOE
	0.389
	0.238
	0.455
	0.439
	0.246
	0.248
	-0.049
	0.983

	BTM
	0.648
	0.058
	0.056
	0.620
	0.066
	0.153
	0.029
	0.940

	NWC
	0.189
	0.051
	0.152
	0.207
	0.061
	0.026
	-0.018
	0.921

	ROA
	0.026
	0.005
	-11.260
	0.037
	0.005
	-3.206
	-0.011
	1.052

	Cash
	0.138
	0.011
	1.782
	0.163
	0.016
	1.689
	-0.025
	0.817

	Tangible
	0.922
	0.009
	-2.820
	0.925
	0.009
	-2.963
	-0.002
	1.034

	Market Share
	0.021
	0.004
	9.136
	0.028
	0.007
	7.107
	-0.007
	0.802

	WW Index
	-1.020
	0.008
	-7.100
	-1.019
	0.013
	-29.320
	-0.001
	0.802

	InstitutionInv
	0.432
	0.055
	0.009
	0.470
	0.060
	-0.165
	-0.038
	0.962

	Panel C. Descriptive statistics of firm characteristics after entropy balancing

	
	Firms With Green Revenues Throughout the Sample Period
	Firms Without Green Revenues Throughout the Sample Period
	Mean
	Std. Dev.

	
	Mean
	Variance
	Skewness
	Mean
	Variance
	Skewness
	Difference
	Ratio

	Size
	22.330
	1.526
	0.531
	22.330
	1.526
	0.531
	0.000
	1.000

	SOE
	0.389
	0.238
	0.455
	0.389
	0.238
	0.455
	0.000
	1.000

	BTM
	0.648
	0.058
	0.056
	0.648
	0.058
	0.056
	0.000
	1.000

	NWC
	0.189
	0.051
	0.152
	0.189
	0.051
	0.152
	0.000
	1.000

	ROA
	0.026
	0.005
	-11.260
	0.026
	0.005
	-11.260
	0.000
	1.000

	Cash
	0.138
	0.011
	1.782
	0.138
	0.011
	1.782
	0.000
	1.000

	Tangible
	0.922
	0.009
	-2.820
	0.922
	0.009
	-2.820
	0.000
	1.000

	Market Share
	0.021
	0.004
	9.136
	0.021
	0.004
	9.136
	0.000
	1.000

	WW Index
	-1.020
	0.008
	-7.100
	-1.020
	0.008
	-7.110
	0.000
	1.000

	InstitutionInv
	0.432
	0.055
	0.009
	0.432
	0.055
	0.009
	0.000
	1.000


Notes: This table shows the descriptive statistics of the variables used in the regression. Appendix A shows the definition of variables. 
Table 4. The impact of strategic orientations on firms’ green revenues
	Variables
	Green Revenues Dummy
	
	Green Revenues Ratio

	[bookmark: _Hlk141489081]
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	
	(7)
	(8)
	(9)
	(10)
	(11)
	(12)

	Growth v. Profit and Neither-Nor
	0.057***
	
	0.074***
	
	0.087***
	
	
	0.035***
	
	0.058***
	
	0.065***
	

	
	(4.218)
	
	(3.885)
	
	(4.208)
	
	
	(4.256)
	
	(4.168)
	
	(4.382)
	

	Profit v. Growth and Neither-Nor
	
	-0.041***
	
	-0.062***
	
	-0.069***
	
	
	-0.015***
	
	-0.027***
	
	-0.030***

	
	
	(-4.027)
	
	(-3.071)
	
	(-3.231)
	
	
	(-3.326)
	
	(-2.620)
	
	(-2.696)

	Size
	0.017***
	0.017***
	0.024**
	0.025**
	0.028**
	0.025**
	
	0.005
	0.005
	0.005
	0.005
	0.009
	0.010

	
	(2.846)
	(2.853)
	(2.203)
	(2.226)
	(2.288)
	(1.994)
	
	(1.552)
	(1.587)
	(0.717)
	(0.782)
	(1.188)
	(1.351)

	SOE
	-0.002
	-0.006
	0.011
	0.005
	-0.003
	0.006
	
	-0.008
	-0.011**
	-0.018*
	-0.023**
	-0.031***
	-0.030***

	
	(-0.181)
	(-0.502)
	(0.494)
	(0.252)
	(-0.102)
	(0.254)
	
	(-1.593)
	(-2.144)
	(-1.684)
	(-2.154)
	(-2.594)
	(-2.692)

	BTM
	-0.016
	-0.011
	-0.077*
	-0.066
	-0.080*
	-0.068
	
	-0.007
	-0.004
	-0.023
	-0.015
	-0.023
	-0.039

	
	(-0.745)
	(-0.499)
	(-1.876)
	(-1.607)
	(-1.728)
	(-1.379)
	
	(-0.722)
	(-0.398)
	(-1.019)
	(-0.667)
	(-0.902)
	(-1.533)

	NWC
	0.021
	0.022
	0.045
	0.045
	0.038
	0.074
	
	0.006
	0.004
	0.017
	0.012
	0.004
	-0.008

	
	(0.881)
	(0.914)
	(1.078)
	(1.072)
	(0.759)
	(1.415)
	
	(0.570)
	(0.410)
	(0.812)
	(0.538)
	(0.169)
	(-0.303)

	ROA
	-0.081**
	-0.080**
	-0.020
	-0.013
	-0.188
	-0.002
	
	-0.018
	-0.025
	-0.006
	-0.010
	-0.099
	-0.253**

	
	(-2.020)
	(-2.005)
	(-0.285)
	(-0.183)
	(-1.419)
	(-0.007)
	
	(-0.970)
	(-1.335)
	(-0.180)
	(-0.271)
	(-1.531)
	(-2.386)

	Cash
	-0.123***
	-0.120***
	-0.096
	-0.095
	-0.097
	-0.086
	
	-0.040***
	-0.039**
	-0.044
	-0.043
	-0.054
	-0.049

	
	(-3.690)
	(-3.573)
	(-1.343)
	(-1.323)
	(-1.142)
	(-1.029)
	
	(-2.585)
	(-2.496)
	(-1.090)
	(-1.051)
	(-1.111)
	(-1.008)

	Tangible
	0.020
	0.003
	0.015
	-0.007
	-0.066
	-0.027
	
	0.033
	0.021
	0.063
	0.043
	0.000
	-0.009

	
	(0.438)
	(0.060)
	(0.196)
	(-0.087)
	(-0.672)
	(-0.307)
	
	(1.503)
	(0.964)
	(1.506)
	(1.031)
	(0.002)
	(-0.186)

	Market Share
	-0.124***
	-0.127***
	-0.154
	-0.161
	-0.332***
	-0.328***
	
	-0.076***
	-0.078***
	-0.191***
	-0.197***
	-0.274***
	-0.271***

	
	(-2.822)
	(-2.913)
	(-1.416)
	(-1.483)
	(-2.775)
	(-2.726)
	
	(-3.426)
	(-3.513)
	(-3.211)
	(-3.320)
	(-3.564)
	(-3.501)

	WW Index
	0.009
	0.001
	0.023
	0.003
	0.042
	0.011
	
	-0.010
	-0.015
	-0.047
	-0.060
	-0.039
	-0.051

	
	(0.459)
	(0.038)
	(0.398)
	(0.052)
	(0.631)
	(0.174)
	
	(-0.712)
	(-0.984)
	(-1.115)
	(-1.418)
	(-0.914)
	(-1.130)

	InstitutionInv
	-0.035
	-0.032
	0.012
	0.014
	0.023
	0.036
	
	-0.009
	-0.008
	0.009
	0.009
	0.011
	0.003

	
	(-1.471)
	(-1.359)
	(0.288)
	(0.350)
	(0.491)
	(0.760)
	
	(-0.732)
	(-0.665)
	(0.362)
	(0.363)
	(0.406)
	(0.125)

	Inverse Mills Ratio1
	
	
	
	
	0.036
	
	
	
	
	
	
	0.036**
	

	
	
	
	
	
	(0.817)
	
	
	
	
	
	
	(2.183)
	

	Inverse Mills Ratio2
	
	
	
	
	
	0.029
	
	
	
	
	
	
	-0.042**

	
	
	
	
	
	
	(0.649)
	
	
	
	
	
	
	(-2.061)

	Industry FE
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Region FE
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Entropy Balanced
	No
	No
	Yes
	Yes
	Yes
	Yes
	
	No
	No
	Yes
	Yes
	Yes
	Yes

	Observations
	25,069
	25,069
	25,069
	25,069
	20,422
	20,429
	
	25,069
	25,069
	25,069
	25,069
	20,422
	20,429

	Adjusted R2
	0.202
	0.201
	0.219
	0.217
	0.227
	0.225
	
	0.197
	0.192
	0.217
	0.209
	0.234
	0.225


Notes: This table reports the results of the impact of distinct strategic orientations on firms’ green revenues. The Green Revenues Dummy represents the probability of a firm generating green revenues. Green Revenues Ratio denotes the share of a firm’s green revenues in total revenues. Growth v. Profit and Neither-Nor (Profit v. Growth and Neither-Nor) denotes firms’ growth-oriented (profit-oriented) strategies. Our results provide evidence that growth-oriented firms are more likely to generate and increase green revenues, while profit-oriented firms are negatively associated with green revenues. Appendix A shows the definition of variables. The t-statistics are reported in parentheses. We adopt robust standard errors clustered at the firm level. *, **, and *** denote statistical significance at 10%, 5%, and 1% levels, respectively.

Table 5. Strategic orientations, green capabilities, and green revenues
	Variables
	Green Patents
	
	Green Revenues Dummy
	
	Green Revenues Ratio

	
	(1)
	
	(2)

	(3)
More Green Innovation (High Green Patents)
	(4)
Less Green Innovation (Low Green Patents)
	
	(5)

	(6)
More Green Innovation (High Green Patents)
	(7)
Less Green Innovation (Low Green Patents)

	Growth v. Profit and Neither-Nor (β1)
	0.137***
	
	0.043***
	0.086***
	0.031
	
	0.027**
	0.086***
	0.018

	
	(3.385)
	
	(3.436)
	(3.322)
	(1.336)
	
	(1.995)
	(3.847)
	(1.531)

	Profit v. Growth and Neither-Nor (β2)
	-0.007
	
	-0.021*
	-0.045
	-0.033
	
	0.003
	-0.017
	-0.010

	
	(-0.186)
	
	(-1.759)
	(-1.416)
	(-1.478)
	
	(0.244)
	(-0.956)
	(-1.073)

	Growth v. Profit and Neither-Nor × Green Patents (β3)
	
	
	0.017*
	
	
	
	0.029**
	
	

	
	
	
	(1.946)
	
	
	
	(2.190)
	
	

	Profit v. Growth and Neither-Nor × Green Patents (β4)
	
	
	-0.027***
	
	
	
	-0.022*
	
	

	
	
	
	(-2.594)
	
	
	
	(-1.923)
	
	

	Green Patents (β5)
	
	
	0.112***
	
	
	
	0.045***
	
	

	
	
	
	(18.242)
	
	
	
	(5.645)
	
	

	Controls
	Yes
	
	Yes
	Yes
	Yes
	
	Yes
	Yes
	Yes

	Industry FE
	Yes
	
	Yes
	Yes
	Yes
	
	Yes
	Yes
	Yes

	Region FE
	Yes
	
	Yes
	Yes
	Yes
	
	Yes
	Yes
	Yes

	Year FE
	Yes
	
	Yes
	Yes
	Yes
	
	Yes
	Yes
	Yes

	Entropy Balanced
	Yes
	
	Yes
	Yes
	Yes
	
	Yes
	Yes
	Yes

	F-test: β1 across different subsamples (p-value)
	
	
	
	0.000***
	
	
	0.000***

	Observations
	20,655
	
	20,655
	8,751
	11,902
	
	20,655
	8,751
	11,902

	Adjusted R2
	0.377
	
	0.255
	0.191
	0.189
	
	0.251
	0.226
	0.174


Notes: This table reports the results of the mechanism analysis of the investment in green patents. Column (1) shows the results of the impact of different strategic orientations on firms’ green patents. Columns (2) to (7) report the results of the impact of strategic orientations on green revenues across the subsamples between firms with higher green patents and firms with lower green patents. This result indicates that growth-oriented firms are more inclined to intensify their green patents, thereby enhancing green revenues. Appendix A shows the definition of variables. The t-statistics are reported in parentheses. We adopt robust standard errors clustered at the firm level. *, **, and *** denote statistical significance at 10%, 5%, and 1% levels, respectively.



Table 6. Cross-sectional tests
	Panel A. Environmental transformation of growth-oriented firms

	Variables
	Green Revenues Dummy
	Green Revenues Ratio

	
	(1)
High environmental transformation
(High EnvTran)
	(2)
Low environmental transformation
(Low EnvTran)
	(3)
High environmental transformation
(High EnvTran)
	(4)
Low environmental transformation
(Low EnvTran)

	Growth v. Profit and Neither-Nor (β1)
	0.104***
	0.064***
	0.073***
	0.049***

	
	(3.843)
	(3.036)
	(3.682)
	(3.284)

	Controls
	Yes
	Yes
	Yes
	Yes

	Industry FE
	Yes
	Yes
	Yes
	Yes

	Region FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Entropy Balanced
	Yes
	Yes
	Yes
	Yes

	F-test: β1 across different subsamples (p-value)
	0.032**
	0.024**

	Observations
	7,763
	12,067
	7,763
	12,067

	Adjusted R2
	0.292
	0.206
	0.280
	0.191

	Panel B. Environmental regulatory intensity of regions where profit-oriented firms are headquartered

	Variables
	Green Revenues Dummy
	Green Revenues Ratio

	
	(1)
High regulatory intensity
(High ENV)
	(2)
Low regulatory intensity
(Low ENV)
	(3)
High regulatory intensity
(High ENV)
	(4)
Low regulatory intensity
(Low ENV)

	Profit v. Growth and Neither-Nor (β1)
	-0.014
	-0.094***
	-0.002
	-0.046***

	
	(-0.466)
	(-3.275)
	(-0.103)
	(-3.184)

	Controls
	Yes
	Yes
	Yes
	Yes

	Industry FE
	Yes
	Yes
	Yes
	Yes

	Region FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Entropy Balanced
	Yes
	Yes
	Yes
	Yes

	F-test: β1 across different subsamples (p-value)
	0.000***
	0.000***

	Observations
	7,908
	7,930
	7,908
	7,930

	Adjusted R2
	0.242
	0.241
	0.241
	0.220


Notes: Panel A shows the analysis of firms’ environmental transformation, divided into subsamples representing high and low environmental transformation. This result implies that growth-oriented firms with high environmental transformation are more inclined to generate green revenues and enhance the proportion of green revenues in total revenues compared to those with low environmental transformation. Panel B represents the regions’ environmental regulatory intensity analysis, segmented into subsamples with high and low environmental regulatory intensity. This result indicates that profit-oriented firms headquartered in regions with non-strict environmental regulations are more likely to diminish green revenues and reduce the proportion of green revenues in total revenues. To validate the significance of our sub-sample analyses, we adopt the approach suggested by Cleary (1999), examining the empirical p-values between the two sub-samples using bootstrap 1,000 times. The obtained empirical p-values are significant, indicating significant differences in coefficients across the sub-samples. Appendix A shows the definition of variables. The t-statistics are reported in parentheses. We adopt robust standard errors clustered at the firm level. *, **, and *** denote statistical significance at 10%, 5%, and 1% levels, respectively.


Table 7. Strategic orientations, green revenues, and social performance
	Variables
	News Reports
	CSR Performance
	CSR Activities
	CSR Scores

	
	(1)
	(2)
	(3)
	(4)

	Growth v. Profit and Neither-Nor × Green Revenues Ratio (β1)
	0.109**
	0.733***
	0.459**
	0.124***

	
	(1.983)
	(2.878)
	(1.989)
	(2.747)

	Growth v. Profit and Neither-Nor (β2)
	0.014
	-0.137**
	-0.364***
	-0.010

	
	(1.037)
	(-2.552)
	(-6.454)
	(-0.674)

	Green Revenues Ratio (β3)
	0.021
	0.790***
	-1.011***
	-0.095***

	
	(0.572)
	(4.431)
	(-5.801)
	(-2.814)

	Controls
	Yes
	Yes
	Yes
	Yes

	Industry FE
	Yes
	Yes
	Yes
	Yes

	Region FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Entropy Balanced
	Yes
	Yes
	Yes
	Yes

	F test: β1 – β2= 0 (p-value)
	0.084*
	0.002***
	0.001***
	0.012**

	Observations
	24,541
	23,721
	25,036
	5,009

	Adjusted R2
	0.398
	0.334
	0.307
	0.416


Notes: This table shows the results of the impact of growth-oriented firms’ green revenues on their social performance. Column (1) shows the effect of growth-oriented firms’ green revenues on news reports. Column (2) reports the effect of growth-oriented firms’ green revenues on CSR performance. Column (3) exhibits the effect of growth-oriented firms’ green revenues on real CSR activities. Column (4) reveals the effect of growth-oriented firms’ green revenues on CSR scores. Appendix A shows the definition of variables. The t-statistics are reported in parentheses. We adopt robust standard errors clustered at the firm level. *, **, and *** denote statistical significance at 10%, 5%, and 1% levels, respectively.



Table 8. Robustness tests
	Panel A. Instrumental variable and 2SLS approach tests

	Variables
	Growth v. Profit and Neither-Nor
	Green Revenues Dummy
	Green Revenues Ratio
	Profit v. Growth and Neither-Nor
	Green Revenues Dummy
	Green Revenues Ratio

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	1st stage
	2nd stage
	2nd stage
	1st stage
	2nd stage
	2nd stage

	Growth v. Profit and Neither-Nort-1 
	
	0.100***
	0.089***
	
	
	

	
	
	(3.239)
	(5.628)
	
	
	

	IV_Growth v. Profit and Neither-Nort
	0.533***
	
	
	
	
	

	
	(13.799)
	
	
	
	
	

	Profit v. Growth and Neither-Nort-1
	
	
	
	
	-0.161***
	-0.097***

	
	
	
	
	
	(-4.418)
	(-5.214)

	IV_Profit v. Growth and Neither-Nort
	
	
	
	0.454***
	
	

	
	
	
	
	(13.697)
	
	

	Controlst-1
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Industry FE
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Region FE
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Entropy Balanced
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	Observations
	19,019
	19,019
	19,019
	19,019
	19,019
	19,019

	Adjusted R2
	0.168
	0.237
	0.246
	0.161
	0.229
	0.226

	Instrumental validity tests
	
	
	
	
	
	

	(1) Under-identification test
	
	
	
	
	
	

	Anderson canon. corr. LM statistic
	1,137.560
	
	
	893.320
	
	

	(2) Weak identification test
	
	
	
	
	
	

	Cragg-Donald Wald F statistic
	1,201.790
	
	
	931.030
	
	

	Stock-Yogo weak ID test
	
	
	
	
	
	

	10% maximal IV size
	16.380
	
	
	16.380
	
	





Table 8 – (Continued)
	Panel B. The results after using a propensity-score-matched sample

	Variables
	Green Revenues Dummy
	Green Revenues Ratio
	Green Revenues Dummy
	Green Revenues Ratio

	
	(1)
	(2)
	(3)
	(4)

	Growth v. Profit and Neither-Nor
	0.052***
	0.031***
	
	

	
	(4.071)
	(4.147)
	
	

	Profit v. Growth and Neither-Nor
	
	
	-0.042***
	-0.014***

	
	
	
	(-4.191)
	(-3.112)

	Controls
	Yes
	Yes
	Yes
	Yes

	Industry FE
	Yes
	Yes
	Yes
	Yes

	Region FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Propensity-Score Matched
	Yes
	Yes
	Yes
	Yes

	Observations
	16,678
	16,678
	18,638
	18,638

	Adjusted R2
	0.248
	0.208
	0.246
	0.201


Notes: Panel A shows the results of conducting an instrumental variable approach. Panel B shows the results of conducting the PSM approach. Appendix A shows the definition of variables. The t-statistics are reported in parentheses. We adopt robust standard errors clustered at the firm level. *, **, and *** denote statistical significance at 10%, 5%, and 1% levels, respectively.
Appendix A. Definition of variables
	Variable
	Definition

	Outcome and treatment variables

	Green Revenues Dummy
	The indicator variable of firms’ green revenues equals one when firm-year observations derive revenues from green-related businesses, and zero otherwise 

	Green Revenues Ratio
	The ratio of firms’ green revenues to total revenues

	Growth v. Profit and Neither-Nor
	The indicator variable is assigned a value of one when a firm’s sales growth exceeds the industry average based on the three-digit CSRC 2012 Industry Classification, while its profit falls below the industry average based on the three-digit CSRC 2012 Industry Classification, and zero otherwise

	Profit v. Growth and Neither-Nor
	The indicator variable is assigned a value of one when a firm’s profit exceeds the industry average based on the three-digit CSRC 2012 Industry Classification, while its sales growth falls below the industry average based on the three-digit CSRC 2012 Industry Classification, and zero otherwise

	Growth v. Profit and Neither-Nor2
	The indicator variable is assigned a value of one when a firm’s sales growth exceeds the sample median, while its profit falls below the sample median, and zero otherwise

	Profit v. Growth and Neither-Nor2
	The indicator variable is assigned a value of one when a firm’s profit exceeds the sample median, while its sales growth falls below the sample median, and zero otherwise

	Growth v. Profit and Neither-Nor3
	The indicator variable is assigned a value of one when a firm’s sales growth exceeds the industry average based on one-digit CSRC 2012 Industry Classification, while its profit falls below the industry average based on one-digit CSRC 2012 Industry Classification, and zero otherwise

	Profit v. Growth and Neither-Nor3
	The indicator variable is assigned a value of one when a firm’s profit exceeds the industry average based on one-digit CSRC 2012 Industry Classification, while its sales growth falls below the industry average based on one-digit CSRC 2012 Industry Classification, and zero otherwise

	Historic peer Growth-oriented
	One-year lagged peer averages of growth-oriented strategies of firms operating in the same industry

	Historic peer Growth-oriented
	One-year lagged peer averages of profit-oriented strategies of firms operating in the same industry

	Mechanism and additional variables

	Green Patents
	The logarithmic value of one plus the number of applications of firms’ green innovation patents

	EnvTran
	The logarithmic value of one plus the frequency of terms related to environmental transformation disclosed in firms’ annual reports

	ENV
	The frequency of terms related to environmental protection disclosed in cities’ annual government work reports is scaled by the total word count in these reports

	News Reports
	The level of firms’ positive news reports, measured by the logarithmic value of one plus the number of original positive news reports about the firm-year observations in financial newspapers and other social media platforms

	CSR Performance
	The sum of eleven indicator variables regarding firms’ CSR activities. Specifically, CSR performance 1 is the indicator variable equals one when firm-year disclose the information on environmental concepts, and zero otherwise; CSR performance 2 is the indicator variable equals one when firm-year observations have environmental objectives, and zero otherwise; CSR performance 3 is the indicator variable equals one when firm-year observations have environmental management strategies, and zero otherwise; CSR performance 4 is the indicator variable equals one when firm-year observations have environmental education plans for employees, and zero otherwise; CSR performance 5 is the indicator variable equals one when firm-year observations have environmental special projects, and zero otherwise; CSR performance 6 is the indicator variable equals one when firm-year observations have environmental emergency countermeasures, and zero otherwise; CSR performance 6 is the indicator variable equals one when firm-year observations have environmental emergency countermeasures, and zero otherwise; CSR performance 7 is the indicator variable equals one when firm-year observations disclose the information on environmental reward, and zero otherwise; CSR performance 8 is the indicator variable equals one when firm-year observations have been granted ISO14001 (international standard of environmental protection), and zero otherwise; CSR performance 9 is the indicator variable equals one when firm-year observations have been granted ISO9001 (international standard of quality management), and zero otherwise; CSR performance 10 is the indicator variable equals one when firm-year observations are managed by CEOs with environmental expertise, and zero otherwise; CSR performance 11 is the indicator variable equals one when the number of board directors with environmental expertise are above the sample median , and zero otherwise

	CSR Activities
	The firm’s CSR activities index is calculated by summing up twelve indicator variables of CSR activities. Specifically, CSR Activity 1 is the indicator variable equals one when firm-year observations disclose the information on third-party verification, and zero otherwise; CSR Activity 2 is the indicator variable equals one when firm-year observations disclose the information on compliance with GRI sustainability reporting guidelines, and zero otherwise; CSR Activity 3 is the indicator variable equals one when firm-year observations disclose the information on shareholder protection, and zero otherwise; CSR Activity 4 is the indicator variable equals one when firm-year observations disclose the information on debtholder protection, and zero otherwise; CSR Activity 5 is the indicator variable equals one when firm-year observations disclose the information on employee protection, and zero otherwise; CSR Activity 6 is the indicator variable equals one when firm-year observations disclose the information on supplier protection, and zero otherwise; CSR Activity 7 is the indicator variable equals one when firm-year observations disclose the information on customer protection, and zero otherwise; CSR Activity 8 is the indicator variable equals one when firm-year observations disclose the information on environmental and sustainable development initiatives, and zero otherwise; CSR Activity 9 is the indicator variable equals one when firm-year observations disclose the information on public relations and social welfare activities, and zero otherwise; CSR Activity 10 is the indicator variable equals one when firm-year observations disclose the information on construction and improvement of social responsibility systems, and zero otherwise; CSR Activity 11 is the indicator variable equals one when firm-year observations disclose the information on workplace safety, and zero otherwise; CSR Activity 12 is the indicator variable equals one when firm-year observations disclose the information on identification of potential deficiencies in current activities, and zero otherwise

	CSR Scores
	The CSR performance scores assessed by the Rankins CSR Ratings

	Control variables

	Size
	The logarithmic value of total assets

	SOE
	The firm’s ownership structure equals one when firm i is a state-owned enterprise in year t, and zero otherwise

	BTM
	Book-to-market ratio	

	NWC
	The ratio of net working capital to total assets

	ROA
	The ratio of net income to total assets

	Cash
	The ratio of cash and cash equivalents to total assets

	Tangible
	Total tangible assets scaled by total assets

	Market Share
	The firm’s market share ratio

	WW Index
	The value of the WW index, measuring firms’ financial constraints

	InstitutionInv
	The proportion of shares held by institutional investors



Appendix B. Real Examples of Strategy Classification
Bluesail Medical Company (stock code: SZ002382) in 2013 and Vanke Group (stock code: SZ000002) in 2014 are neither-nor-oriented firm-years. In 2013, Bluesail Medical Company had both sales growth and profit below the industry average. Therefore, we set both variables Growth v. Profit and Neither-Nor and Profit v. Growth and Neither-Nor for this firm to zero in 2013, as it falls into the group that prioritizes neither growth nor profitability. In 2014, Vanke Group exhibited both sales growth and profit above the industry average. Consequently, we also assign both variables Growth v. Profit and Neither-Nor and Profit v. Growth and Neither-Nor for this firm in 2014 as zero, as it belongs to the group that places equal emphasis on growth and profitability.
Zhuhai Port (stock code: SH000507) in 2018 was a growth-oriented firm-year. In 2018, Zhuhai Port had sales growth above the industry average, while its profit was below the industry average. Thus, we define the variable Growth v. Profit and Neither-Nor of this firm in 2018 as equal to one since this firm-year observation aligns with the definition of adopting growth-oriented strategies. The variable Profit v. Growth and Neither-Nor for this firm in 2018 equals zero, as this firm-year observation does not meet the definition of using profit-oriented strategies. In contrast, Lingnan Group (stock code: SZ000524) in 2014 was a profit-oriented firm. In 2014, Lingnan Group had a profit above the industry average, whereas its sales growth was below the industry average. Therefore, the variable Profit v. Growth and Neither-Nor of Lingnan Group in 2014 equals one since this firm-year observation aligns with the definition of pursuing profit-oriented strategies. The variable of Growth v. Profit and Neither-Nor of this firm-year observation equals zero since Lingnan Group in 2014 does not meet the definition of using growth-oriented strategies.

Appendix C. Key terms of environmental transformations
	Classifications
	Key terms

	Transformation in environmental protection strategy and policy
	Environmental protection strategy; Environmental protection concept; Environmental protection policy; Environmental audit; Environmental protection law; Environmental protection regulation

	Evolution towards low-carbon and enhanced environmental governance
	Emission reduction; Environmental protection; Energy conservation; Low carbon; Environmental governance; Environmental protection governance; Pollution governance

	Development of environmental infrastructure
	Environmental management agency; Environmental technology development; Environmental department; Environmental protection work

	Promotion of employee environmental awareness and education
	Environmental education; Environmental training; Environmental supervision; Environmental inspection



image1.png
Resource-based view Stakeholder theory

Harmonization of
environment —
economic objectives

Resource
characteristics
Green Patents

¥

Growth-orientation Green Revenues

Profit-orientation -





image2.png
Panel A: Strategic orientations

Panel B: The indicator variable of growth-oriented firms

Growth-oriented firms
Definition:
Prioritize growth over profit

Measures (two criteria).

1. Growth exceeds the industry average
and

2. Profit falls below the industry average

Neither-nor-oriented firms

+ Definition:
Do not have clear sirategic orientations

+ Measures (two criteria):
1. Growth exceeds the industry average
and
2. Profit exceeds the industry average

Growth-oriented firms

Definition:
Prioritize growth over profit

Measures (two criteria):

1. Growth exceeds the industry average
and

2. Profit falls below the industry average

Neither-nor-oriented firms
Definition:
Do ot have clear strategic orientations

Measures (two criteria):

1. Growth exceeds the industry average
and

2. Profit exceeds the industry average

Neither-nor-oriented firms

Definition:
Do not have clear strategie orientations

Measures (two criteria):

1. Growth falls below the industry average
and

2. Profit falls below the industry average

Profit-oriented firms

+ Definition:
Prioritize profit over growth

+ Measures (two criteria):
1. Growth falls below the industry average
and
2. Profit exceeds the industry average

Neither-nor-oriented firms

Definition:

Do not have clear sirategic orientations

Measures (two criteria):

1. Growth falls below the industry average
and

2. Profit falls below the industry average

Profit-oriented firms
Definition:

Proritize profitover gowtn | OTOUP B

Measures (two criteria):

1. Growth falls below the industry average
and

2. Profit exceeds the industry average

Growth-oriented firms
Defnition:

Prioritize growth over profit (Group B

Measures (two criteria):

1. Growth exceeds the industry average
and

2. Profit falls below the industry average

Neither-nor-oriented firms
+ Definition:
Do not have clear strategic orientations

+ Measures (two criteria):
1. Growth exceeds the industry average
and
2. Profit exceeds the industry average

Neither-nor-oriented firms
Defnition:
Do not have clear strategic orientations

Measures (two criteria):

1. Growth falls below the industry average
and

2. Profit falls below the industry average

Profit-oriented firms

+ Definition:
Prioritize profit over growth  ( Group A

+ Measures (two criteria):
1. Growth falls below the industry average
and
2. Profit exceeds the industry average

(1) Profit-oriented firms versus (2) growih-oriented and neither-nor-oriented firms

‘The indicator variable name: Profit v. Growth and Non-Oriented

> Firms in Group A equals one
% Firms in Group B equals zero

(1) Growth-oriented firms versus (2) profit-oriented and neither-nor-oriented firms

‘The indicator variable name: Growth v. Profit and Non-Oriented

> Firms in Group A equals one
> Firms in Group B equals zero





