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ABSTRACT :

This study examines how ESG-enabling small and medium-sized enterprises (SMEs) build
corporate reputation during internationalization. While environmental, social, and governance
(ESG) practices are widely discussed in relation to large corporations, limited attention has been
given to SMEs that support other firms through sustainability-related services, technologies, and
advisory solutions. These firms contribute to environmental compliance, sustainability reporting,
and stakeholder engagement, yet little is known about how they develop reputation when
expanding internationally. This study addresses that gap by exploring how internal capabilities,
stakeholder relationships, and contextual conditions shape reputation in internationalization.

A qualitative multiple case study approach was adopted, focusing on three Indonesian ESG-
enabling SMEs: MUSA Green, Nobu Instruments, and Tunas Muda Seharapan. Primary data were
collected through semi-structured interviews with key organizational representatives and
complemented by secondary sources such as company materials and publicly available
information. The data were analyzed using thematic analysis to identify patterns within and
across the cases. The study is theoretically grounded in the Resource-Based View (RBV) and
Stakeholder Theory. RBV explains how firms use valuable resources and capabilities to create
competitive advantage, while Stakeholder Theory highlights the importance of managing
relationships with actors who influence organizational outcomes and reputation.

The findings show that corporate reputation in internationalization is built through the
interaction of internal strengths and external engagement. First, technical expertise, innovation
capability, adaptive problem-solving, and service customization emerged as important resources
that help firms differentiate themselves across markets. Second, stakeholder-oriented practices
such as responsiveness, collaboration, trust-building, and consistent delivery of sustainability
outcomes significantly strengthen reputational standing. Third, the Indonesian institutional
environment presents both challenges and opportunities. Limited ESG awareness, regulatory
inconsistency, and resource constraints may hinder growth, yet these conditions also encourage
adaptability, innovation, and distinctive market positioning that can support international
expansion.

This study contributes by extending discussion of corporate reputation beyond large firms and
highlighting ESG-enabling SMEs as relevant actors in international business. Practically, the
findings offer implications for managers and policymakers seeking to strengthen sustainability-
oriented firms.

Keywords: ESG-enabling SMEs, corporate reputation, internationalization, Resource-Based View,
Stakeholder Theory, multiple case study, Indonesia



Contents
1 Introduction 6
1.1 Research Background 6
1.2 Research Gap 8
1.3 Research Questions 10
2 Literature Review 12
2.1 ESG and Corporate Reputation 12
2.2 ESG-Enabling SMEs 14
2.3 Stakeholder Theory 17
2.3.1 Stakeholder Theory Concept 17
2.3.2 Stakeholder Salience and Managerial Interpretation 19
2.3.3 Stakeholder Engagement and Sustainability Strategy 21
2.4  Resource-Based View Theory 23
2.4.1 Foundations of the Resource-Based View 23
2.4.2 Resources, Capabilities and ESG Value Creation 25
2.4.3 Corporate Reputation as a Strategic Intangible Resource 27
2.4.4 Capability Development in Internationalization Contexts 29
2.5 International Business Perspectives and Corporate Reputation 31
2.5.1 Internationalization of SMEs 31

2.5.2 Internationalization Pathways: Born Globals and Network-Based Expansion
32

2.5.3 Barriers in Foreign Markets: Liability of Foreignness and Outsidership 33

2.5.4 Corporate Reputation as a Strategic Enabler in Internationalization 35

2.6  Synthesis and Conceptual Framework 36

3  Methodology 40
3.1 Research Design: Case study approach 40
3.2 Case Selection and Sampling Strategy 42
3.3 Data Collection 44
3.3.1 Primary Data: Semi-Structured Interviews 45

3.3.2 Secondary Data Sources 46



3.4 Data Analysis
3.5 Trustworthiness and Research Rigor
3.6 Ethical Considerations
4  Findings
4.1 Overview of the Findings
4.2 Theme 1: ESG-Driven Capability Building
4.3 Theme 2: Reputation through Delivered Value
4.4 Theme 3: Trust and Transparent Communication
4.5 Theme 4: Local Embeddedness as Advantage
4.6 Theme 5: Internationalization through Networks
4.7 Theme 6: International Learning and Capability Upgrading
4.8 Theme 7: ESG as Business Value Driver
4.9 Theme 8: Resource Constraints, Purpose, and Agility

5 Discussion

5.1
5.2
5.3
5.4
5.5

Discussion of Main Findings
Theoretical Implications
Managerial Implications
Limitations of the Study

Suggestions for Future Research

6 Conclusions

6.1
6.2

Summary of Findings

Final Contributions to the Study

References

Appendices

Appendix 1. Interview Guide

47
52
54

55
55
56
60
64
67
71
74
78
81

87
87
90
92
94
95

98
98
99

100

104
104



Figures

Figure 1. Conceptual FrameWOrK. ......coii it e e e e e e 38
Tables

Table 1. Case SeleCtiON Criteria .. i iiiieeieeeeeeeeeetteeeee e e eeeetttreeeeeeeeereeereeeseeerersesnnnnss 43
Table 2. Cross-Case ThematiC FrameEWOIK. ..... oot e e e e e eeens 50
Table 3. OVerview Of the Case FilmS. ...ttt ettt e e eteeseetieseseanesesasneesesans 55

Table 4. Cross-Case Summary of FINdiNGS. ....ccccvieieeiiiiii e 85



1 Introduction

1.1 Research Background

In recent years, sustainability has become an increasingly important strategic concern
for firms across industries. Companies no longer view sustainability solely as a matter of
regulatory compliance, but also as a source of competitive advantage, stakeholder
legitimacy, and long-term value creation. As a result, sustainable development has
gained growing influence in business practice and contemporary management models
(Gladilina et al., 2024). Prior research further suggests that sustainability orientation
extends beyond compliance by supporting stronger reputation, improved
competitiveness, and enhanced access to investment and other strategic opportunities
(Do et al., 2025). In this context, environmental, social, and governance (ESG) practices
have become increasingly relevant for firms seeking to strengthen their market position

in both domestic and international environments.

In parallel with these global developments, many countries have introduced policies to
support more sustainable financial and business systems (Setyowati, 2020). In Indonesia,
the Financial Services Authority (Otoritas Jasa Keuangan [OJK]) has positioned
sustainability as an important component of national financial development through its
sustainable finance roadmap. A notable regulatory milestone was the issuance of
Regulation No. 51/P0OJK.03/2017, which requires publicly listed companies and financial
institutions to publish sustainability reports (Rohman et al., 2024). More broadly,
sustainability reporting is increasingly shifting from a voluntary practice to an expected
organizational responsibility. These developments have increased pressure on firms to

integrate ESG principles into their operations and reporting activities.

However, despite regulatory progress, ESG implementation in Indonesia remains uneven.
Prior studies indicate substantial variation in how sustainability requirements are
interpreted and applied in practice, while limited regulatory oversight has made tangible

sustainability outcomes difficult to achieve (Setyowati, 2020). Additional challenges



include inconsistent disclosure quality, limited technical expertise, and difficulties in
embedding ESG considerations into everyday managerial processes. These conditions
suggest that formal regulation alone is insufficient to ensure effective sustainability
implementation, particularly in emerging-market contexts where institutional support

systems are still evolving.

As a response to these challenges, ESG-enabling SMEs have emerged as increasingly
important actors. In this thesis, ESG-enabling SMEs refer to smaller firms whose core role
is to help other organizations implement sustainability-related practices, systems, and
solutions. Their activities may include ESG advisory services, sustainability reporting
support, environmental monitoring technologies, resource-efficiency solutions, and
assistance in meeting changing regulatory or stakeholder expectations. This role is
particularly relevant because many firms face resource constraints, capability gaps, and
difficulties in managing complex ESG requirements (OECD, 2025). Accordingly, ESG-
enabling SMEs function as intermediaries that translate sustainability demands into

practical and scalable business solutions.

The strategic importance of these firms can also be understood through Stakeholder
Theory and the Resource-Based View (RBV). Stakeholder Theory suggests that firms face
increasing pressure from customers, regulators, investors, and wider society to
demonstrate responsible business conduct and transparent sustainability performance
(Appiah-Kubi, 2025). Because stakeholder evaluations shape trust and credibility, ESG-
related actions can strongly influence corporate reputation. At the same time, the RBV
emphasizes that competitive advantage is shaped by valuable firm-specific resources
and capabilities. For ESG-enabling SMEs, such resources may include technical expertise,
problem-solving ability, trusted relationships, and the capacity to adapt sustainability

solutions to client needs across different contexts.

For these firms, internationalization represents both an opportunity and a challenge.

Expanding across borders can broaden the client base, increase growth potential, and



create new learning opportunities. However, research on international new ventures and
born global firms shows that SMEs often face liabilities of newness, smallness, and
foreignness when entering international markets, which may restrict access to resources,
networks, and legitimacy (Hallback & Gabrielsson, 2013). For ESG-enabling SMEs, these
challenges may be especially significant because their services depend heavily on
stakeholder trust, perceived expertise, and the ability to adapt to different regulatory

and market environments.

Despite growing research on ESG, SMEs, and internationalization, limited attention has
been given to how ESG-enabling SMEs build corporate reputation while expanding
internationally, particularly in emerging economy settings. This represents an important
gap because these firms do not only adopt sustainability practices internally, but also
enable wider sustainability transitions through the services and capabilities they provide
to other organizations. Therefore, this thesis examines how ESG-enabling SMEs build
corporate reputation in internationalization through a multiple case study of Indonesian

sustainability service firms.

1.2 Research Gap

Despite growing scholarly interest in ESG practices, sustainability reporting, SME
development, and internationalization, much of the existing literature has examined
these themes as relatively separate domains. Prior studies have generated valuable
insights into ESG integration within firms, sustainability governance in emerging
economies, stakeholder pressure and disclosure, and the structural challenges faced by
internationalizing SMEs (Appiah-Kubi, 2025). Similarly, research on international new
ventures and born global firms has explained how smaller firms face liabilities of
newness, smallness, and foreignness when entering foreign markets (Hallback &
Gabrielsson, 2013). While these streams have advanced understanding in their
respective areas, limited attention has been given to how they intersect in the case of

smaller firms operating in sustainability-oriented business models.



A particularly important gap concerns ESG-enabling SMEs. Existing studies often
examine SMEs as organizations that must comply with ESG expectations, respond to
stakeholder pressure, or improve their own sustainability performance. However, less
attention has been paid to SMEs whose primary role is to help other organizations
implement ESG-related systems, reporting practices, monitoring solutions, or
sustainability improvements. As a result, the strategic role of ESG-enabling SMEs as
intermediaries that translate sustainability demands into practical business solutions
remains underexplored. Although studies such as those by the OECD (2025) discuss
sustainability reporting requirements, framework convergence, and implementation
barriers for SMEs, they do not specifically examine firms that operationalize these

requirements for clients as a core business activity.

A second gap relates to corporate reputation. Prior research widely recognizes
reputation as an important strategic asset associated with stakeholder trust, legitimacy,
and competitive advantage (Chabowski et al., 2022). However, limited research has
examined how ESG-enabling SMEs actively build reputation through the capabilities and
services they provide to other organizations. In particular, insufficient attention has been
given to how technical expertise, problem-solving ability, trust-based relationships, and
visible client outcomes contribute to reputation formation in this category of firms. This
omission is important because, for service-oriented SMEs, reputation may depend less
on formal brand scale and more on demonstrated value creation and stakeholder

confidence.

A third gap concerns internationalization in emerging-economy contexts. While previous
studies explain common barriers to SME internationalization, less is known about how
ESG-enabling SMEs from emerging markets pursue cross-border opportunities while
simultaneously building reputational assets. This issue is especially relevant in contexts
such as Indonesia, where ESG implementation continues to face institutional
inconsistencies and evolving regulatory support (Setyowati, 2020). Existing research has

not sufficiently explained how smaller enabling firms compensate for these
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environmental constraints through capabilities, networks, and stakeholder engagement

when expanding internationally.

Taken together, current literature does not adequately explain how ESG-enabling SMEs
mobilize firm-specific resources and manage stakeholder relationships to build
corporate reputation during internationalization. Addressing this gap contributes to the
intersection of sustainability, corporate reputation, and international business research,
while also offering insight into how smaller firms from emerging economies create value
under constrained and evolving institutional conditions. Therefore, this study examines
how ESG-enabling SMEs build corporate reputation in internationalization through a

multiple case study of Indonesian sustainability service firms.

1.3 Research Questions

The research gap highlights that ESG-enabling SMEs are understudied, especially in the
context of emerging economies such as Indonesia. While it has been studied that these
firms play a growing role in helping others adopt sustainability, little is understood about
how they build their own corporate reputation in the process of expanding

internationally. This leads to the central research question of this thesis:

How do ESG-enabling SMEs build corporate reputation during internationalization?

To answer this overarching question, the study addresses the following sub-questions:

1. What kinds of resources and capabilities do ESG-enabling SMEs draw upon to
build and maintain their reputation across borders?

2. How do ESG-enabling SMEs engage with stakeholders at local and international
levels in order to establish and strengthen their reputation?

3. Inwhat ways do institutional conditions in Indonesia influence the opportunities
and challenges faced by ESG-enabling SMEs when building corporate reputation

during internationalization?
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Together, these questions aim to uncover the mechanisms through which ESG-enabling
SMEs construct reputation as both a resource and a response to stakeholder

expectations, and how this process unfolds when operating from the emerging market

context of Indonesia.
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2 Literature Review

2.1 ESG and Corporate Reputation

Environmental, social, and governance (ESG) practices have increasingly become central
to how companies are evaluated by their broader social environment. Growing societal
awareness of environmental and social risks has intensified expectations for firms to
adopt more responsible and transparent business practices. In this context, Setyowati
(2020) highlights that the Intergovernmental Panel on Climate Change (IPCC) reported
in 2018 that rapid and large-scale changes across social and economic systems are
required to mitigate environmental risks, thereby accelerating the push toward a low-
carbon economy. These developments have elevated ESG from a voluntary initiative to
an important framework guiding corporate behavior. As key components of sustainable
development, ESG principles promote responsible business practices that are
increasingly visible to external stakeholders. Firms that align their activities with ESG
principles may therefore enhance how they are perceived, as ESG adherence has been
associated with improved stakeholder perceptions and enhanced corporate reputation

(Gladilina et al., 2024).

The practical implementation of ESG practices reflects the importance of how firms are
perceived by their stakeholders. Stakeholders tend to respond positively to companies
that demonstrate consideration for environmental and social impacts, which elevates
the role of corporate reputation in shaping firm outcomes. In this sense, corporate
reputation can be understood as a valuable strategic asset that emerges from
stakeholder perceptions rather than from firms’ internal intentions alone. Jeffrey et al.
(2019) argue that a positive corporate reputation may serve as a source of competitive
advantage, as it represents anintangible asset that is difficult for competitors to replicate
or imitate. In line with this view, Li et al. (2024) suggest that strong ESG performance
contributes to long-term firm value by enhancing a firm’s image and reputation among

external audiences.



13

Beyond general stakeholder evaluation, empirical evidence highlights the importance of
ESG disclosure in shaping market responses. Prior studies indicate that responsible
corporate behavior is associated with favorable stakeholder reactions. Saygili et al. (2021)
report that successful corporate social responsibility (CSR) activities are followed by
positive market announcements and superior accounting performance. Moreover,
several studies indicate that firms providing greater disclosure of social responsibility
activities tend to exhibit higher market value, as investors respond positively to
transparency in ESG-related information. Evidence from firms listed on the FTSE 350
Index, the Brazilian Stock Exchange, and selected German companies supports the view
that social and sustainability disclosures are valued by financial markets (Saygili et al.,
2021). Consequently, firms that communicate their ESG efforts transparently are often
perceived as more trustworthy, which strengthens their credibility among investors,

regulators, and customers, ultimately reinforcing corporate reputation.

The value of ESG implementation for corporate reputation becomes particularly salient
when firms expand into international markets. Entering new markets often requires
companies to demonstrate visible and credible signs of responsible business conduct in
order to reduce uncertainty among foreign stakeholders. In this context, Inés et al. (2025)
explain that the disclosure of CSR activities strengthens perceived credibility in
international markets. By signaling adherence to socially accepted norms and
responsible governance standards, firms are better positioned to gain stakeholder
acceptance abroad. Moreover, CSR engagement has been found to support
differentiation strategies in global markets, enabling companies to strengthen their

competitive positioning while reinforcing their reputational standing (Inés et al., 2025).

The role of ESG becomes more complex in emerging economies, where institutional and
technological constraints may affect firms’ ability to implement and disclose
sustainability practices effectively. Emerging economies often face challenges in
producing comprehensive sustainability disclosures due to lower levels of technological

infrastructure and reporting capacity. In addition, both developed and emerging



14

economies experience pressures from diverse stakeholder groups that shape ESG
engagement. Appiah-Kubi (2025) notes that diverse stakeholder groups including
governments, non-governmental organizations, investors, communities, customers, and
suppliers have increasingly expressed concern regarding sustainability information
disclosure. In such contexts, ESG practices serve not only as compliance mechanisms but
also as strategic tools through which firms signal credibility and responsiveness to

stakeholder expectations, thereby influencing corporate reputation.

Taken together, these studies suggest that ESG practices influence corporate reputation
primarily through stakeholder evaluations and perceptions, while reputation itself
functions as an intangible strategic resource that may contribute to competitive

advantage.

2.2 ESG-Enabling SMEs

Sustainability has become increasingly central to business evaluation due to the visible
environmental impact of corporate activities and growing stakeholder awareness of
responsible business conduct. Firms are now assessed not only on financial performance
but also on their environmental and social contributions. Appiah-Kubi (2025) highlights
that sustainability information disclosures serve as a mechanism through which
organizations contribute to sustainable development goals and inform stakeholder
decision-making. Importantly, stakeholder pressure is identified as a key determinant of
such disclosures (Appiah-Kubi, 2025). From a Stakeholder Theory perspective,
sustainability implementation therefore reflects firms’ responses to evolving stakeholder
expectations. As these expectations intensify, firms require structured mechanisms to
operationalize and communicate sustainability practices effectively, creating space for

specialized actors that facilitate this process.

In emerging economies, sustainability transformation is shaped by both developmental
priorities and institutional constraints. Indonesia’s Sustainable Finance Roadmap,

launched in 2014, represents an early effort to scale sustainable finance toward a low-
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carbon economy. However, its implementation and impact remain underexplored.
Setyowati (2020) estimates that Indonesia requires approximately USD 24.8 billion
annually to meet its emission reduction targets, illustrating the magnitude of the
transition (Setyowati, 2020). Such large-scale transformation suggests that regulatory
initiatives alone may be insufficient. Firms may face limitations in developing the
technical and organizational capacities required to meet sustainability expectations,

particularly in rapidly evolving institutional environments.

Given these institutional and technological constraints, firms in emerging economies
may struggle to implement and disclose sustainability practices effectively (Appiah-Kubi,
2025). The complexity of sustainability reporting, carbon measurement, and
environmental monitoring often requires expertise and technological capabilities that
are not internally available (Appiah-Kubi, 2025). In this context, ESG-enabling SMEs can
act as facilitators by providing sustainability-related services such as reporting support,
environmental monitoring systems, and advisory solutions aimed at improving
environmental performance. From a Resource-Based View perspective, these SMEs
contribute to the development and transfer of ESG-related capabilities. By strengthening
firms’ sustainability-oriented resources and competencies, ESG-enabling SMEs enhance

their ability to respond to stakeholder pressures and regulatory demands.

The adoption of sustainability-oriented business processes is shaped by both external
and internal drivers. Juracek, Jurik, and MakySova (2025) identify external drivers such
as regulatory pressure, stakeholder expectations, and institutional norms, alongside
internal drivers related to firms’ resources and organizational capabilities. Their findings
indicate that firms with stronger resource bases are better positioned to implement
complex sustainability practices. For ESG-enabling SMEs, this highlights their role in
addressing capability gaps among client firms. When firms lack the expertise or
infrastructure required for ESG implementation, ESG-enabling SMEs provide specialized
knowledge and technological support that facilitate sustainability adoption. From a

Resource-Based View perspective, this reflects the development and transfer of ESG-
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related capabilities (Juracek et al., 2025). Because sustainability adoption is closely linked
to stakeholder expectations, strengthened ESG capabilities influence how firms are
evaluated externally. By enabling more credible and structured sustainability practices,
ESG-enabling SMEs indirectly contribute to improved stakeholder perceptions and,

consequently, corporate reputation.

Furthermore, stakeholder pressure remains central in emerging economies, where
external drivers such as regulatory demands, stakeholder expectations, and institutional
norms increase the urgency for sustainability disclosure (Juracek et al., 2025). At the
same time, the ability to disclose sustainability information depends on firms’
knowledge and competencies, as SMEs with adequate expertise are more likely to
engage actively in ESG reporting (Appiah-Kubi, 2025). In emerging economies, however,
skills related to ESG analysis and disclosure remain unevenly distributed. Institutional
and technological constraints may limit firms’ capacity to meet evolving sustainability
expectations. In this context, ESG-enabling SMEs assume a critical role by compensating
for capability gaps and supporting firms in aligning with regulatory and stakeholder
requirements. Their importance is therefore amplified in environments where formal

institutional support is limited but external sustainability pressures continue to intensify.

Taken together, the discussion highlights that ESG-enabling SMEs operate at the
intersection of stakeholder expectations and organizational capabilities. In emerging
economies where regulatory pressures, stakeholder demands, and institutional norms
intensify sustainability disclosure requirements (Juracek et al., 2025), firms may lack the
internal expertise necessary to implement complex ESG practices effectively. At the same
time, the ability to engage in meaningful sustainability disclosure depends on the
availability of knowledge and competencies (Appiah-Kubi, 2025). In this context, ESG-
enabling SMEs function as mediating actors that translate external sustainability
pressures into operational ESG capabilities. Through the development and transfer of
ESG-related knowledge and systems, they strengthen client firms’ capacity to align with

stakeholder expectations and enhance the credibility of sustainability implementation.
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Consequently, ESG-enabling SMEs indirectly contribute to corporate reputation
formation by reinforcing the capability foundations upon which stakeholder evaluations

are based.

The discussion positions ESG-enabling SMEs as mediating actors that translate external
sustainability pressures into organizational capabilities. Central to this process is the role
of stakeholder expectations in shaping firms’ sustainability behavior and influencing
reputational outcomes. To better understand how external actors affect corporate
decision-making and evaluation, it is necessary to further elaborate the theoretical
foundations of Stakeholder Theory, which provides the conceptual basis for examining

the relationship between firms, their stakeholders, and corporate reputation.

2.3 Stakeholder Theory

2.3.1 Stakeholder Theory Concept

Stakeholder theory, as articulated by R. Edward Freeman and further developed by
Bidhan L. Parmar and colleagues, conceptualizes the firm as a network of relationships
among various stakeholders such as customers, employees, suppliers, financiers, and
communities who both affect and are affected by business activities. Originating as a
challenge to the shareholder-centric view, the theory emphasizes that value creation and
trade occur through the interaction of these groups rather than being generated solely
for shareholders. In this sense, firms are required to respond to stakeholder expectations
not only to create value but also to maintain legitimacy and ensure long-term survival.
The theory further integrates ethical considerations into business by linking capitalism
with moral responsibility, requiring managers to adopt a mindset that balances value
creation with fairness across stakeholders. Accordingly, managers are responsible for
actively shaping and managing stakeholder relationships to maximize joint value, while
addressing conflicts through rethinking trade-offs in ways that benefit a broader set of

stakeholders over time. From this perspective, corporate outcomes, including reputation,
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emerge as a reflection of how effectively firms respond to and are evaluated by their

stakeholders (Parmar et al., 2010).

Normative stakeholder theory positions the firm as a moral entity that must be governed
by ethically defensible principles while remaining economically viable. It bridges ethics
and management by arguing that business decisions should not only be judged by their
outcomes but also by their alignment with moral norms, such as fairness and
responsibility toward stakeholders. In this view, value creation extends beyond
shareholders to include a broader set of stakeholders whose interests must be
considered in organizational decision-making. Importantly, the theory emphasizes that
ethical conduct is not separate from performance. Rather, adhering to these norms can
enhance long-term value creation and sustainable profitability. Thus, stakeholder theory
integrates normative (moral) and instrumental (performance-driven) perspectives,
suggesting that responding to stakeholder expectations is both an ethical obligation and
a strategic necessity. This integration challenges traditional amoral management
theories and provides a framework in which ethical responsibility and economic
performance jointly shape how firms are managed and evaluated, including how they

are perceived by their stakeholders (Jones & Wicks, 1999).

While stakeholder theory establishes that firms must respond to the expectations of
multiple stakeholders to create value and maintain favorable evaluations, it does not
assume that all stakeholders exert equal influence. In practice, managers face constraints
in attending to all actual or potential stakeholder claims simultaneously, particularly in
sustainability contexts where pressures arise from regulators, investors, customers, and
broader societal actors. As a result, managerial attention becomes selective, requiring
the interpretation and prioritization of competing stakeholder demands (Mitchell et al.,
1997). This highlights the need to understand how certain stakeholders are perceived as
more important than others, and how such perceptions shape organizational responses

and, ultimately, reputational outcomes.
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2.3.2 Stakeholder Salience and Managerial Interpretation

Building upon the foundational premise that firms must respond to multiple
stakeholders, stakeholder theory further addresses the question of how managers
determine which stakeholders warrant attention. Although the concept of stakeholders
is widely established in management literature, there remains limited consensus
regarding “who or what really counts” in managerial decision-making. In practice,
managers are unable to attend to all stakeholder claims simultaneously, necessitating a
mechanism for prioritization. To address this, Mitchell et al. (1997) propose a
stakeholder salience framework in which stakeholders are identified and categorized
based on the possession of three key attributes: power, legitimacy, and urgency. Power
refers to the ability of a stakeholder to influence organizational outcomes, legitimacy
reflects the perceived appropriateness of the stakeholder’s relationship with the firm,
and urgency captures the extent to which stakeholder claims require immediate
attention. The combination of these attributes determines the degree of salience
attributed to a stakeholder, thereby influencing the level of managerial attention and
response. Importantly, this model emphasizes that stakeholder salience is not inherent
but is shaped by managerial perception and situational context, allowing for a dynamic

understanding of how firms prioritize stakeholder relationships (Mitchell et al., 1997).

While the stakeholder salience framework provides a structured basis for identifying
which stakeholders matter, it does not imply that salience is fixed or objectively
determined. Rather, the attributes of power, legitimacy, and urgency are variable and
may change over time depending on the evolving context of stakeholder—firm
relationships. As highlighted by Mitchell et al. (1997), the presence and degree of these
attributes are not inherent properties but are subject to multiple perceptions, making
stakeholder salience a socially constructed reality. This suggests that managerial
interpretation plays a central role in translating stakeholder attributes into organizational
priorities, as managers assess not only the existence of these attributes but also their
relative importance in a given situation. Furthermore, stakeholders may possess certain

attributes without actively exercising them, meaning that salience is also influenced by
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whether stakeholders choose to assert their claims. Consequently, stakeholder salience
is dynamic and context-dependent, shaped by both environmental conditions and
managerial cognition, rather than being a stable or purely objective classification

(Mitchell et al., 1997).

In sustainability contexts, firms are increasingly exposed to complex and overlapping
stakeholder pressures driven by global challenges such as climate change, biodiversity
loss, and social inequality. As sustainability becomes more integrated into business
strategy, organizations are expected to incorporate environmental, social, and
governance (ESG) considerations into their core operations and decision-making
processes, not only to comply with regulations but also to create long-term value for
stakeholders (Do et al., 2025). These developments intensify stakeholder demands for
transparency, particularly through sustainability information disclosure, which reflects
growing expectations for firms to account for their environmental and social impacts.
Such pressures indicate that stakeholders associated with ESG issues often possess
heightened legitimacy and urgency, and in some cases increasing power, thereby

amplifying their salience in managerial decision-making (Appiah-Kubi, 2025).

In this context, managers are required not only to respond to stakeholder expectations
but also to interpret and prioritize which ESG-related demands warrant attention.
However, the complexity of sustainability issues and the diversity of stakeholder
expectations make this process increasingly challenging, particularly for SMEs with
limited internal resources and expertise. This creates a role for ESG-enabling SMEs,
which support firms in translating stakeholder pressures into actionable strategies
through sustainability measurement, reporting, and compliance mechanisms. By
facilitating the interpretation and prioritization of salient stakeholder demands, these
SMEs contribute to how firms respond to ESG expectations, which in turn influences how

they are evaluated by stakeholders and shapes their corporate reputation.
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2.3.3 Stakeholder Engagement and Sustainability Strategy

Building upon the identification of salient stakeholders, stakeholder theory emphasizes
that firms are required to actively respond to those stakeholders who exert the greatest
influence on organizational outcomes. Earlier developments in stakeholder theory
focused on understanding the sources of stakeholder influence, while later work
introduced attributes such as power, legitimacy, and urgency to explain variations in
managerial attention (Parmar et al.,, 2010). However, identifying salient stakeholders
alone is insufficient; firms must also engage with these stakeholders to address their
expectations and maintain favorable evaluations. This becomes particularly important in
sustainability contexts, where firms are increasingly exposed to complex and overlapping
stakeholder pressures driven by global challenges such as climate change, biodiversity

loss, and social inequality (Do et al., 2025).

Accordingly, stakeholder engagement can be understood as the process through which
firms acknowledge, interpret, and manage stakeholder needs, interests, and demands
as part of their strategic decision-making. This perspective extends beyond a
shareholder-centric view by positioning stakeholder relationships as central to value
creation and long-term organizational success (Mahajan et al., 2023). Through active
engagement, firms align their actions with stakeholder expectations, thereby sustaining

relationships that are critical for organizational continuity and performance.

In sustainability contexts, stakeholder engagement is increasingly operationalized
through environmental, social, and governance (ESG) practices, which serve as
structured mechanisms for responding to stakeholder expectations. Growing
environmental impacts of business activities, together with heightened stakeholder
awareness, have intensified demands not only for the adoption of sustainable practices
but also for greater transparency in how such practices are implemented and
communicated (Appiah-Kubi, 2025). As a result, sustainability reporting has emerged as

a key engagement tool, enabling firms to disclose information regarding their
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environmental and social performance to a wide range of stakeholders, including

regulators, investors, customers, and communities.

Through such disclosures, firms seek to reduce information asymmetry, demonstrate
accountability, and align their actions with stakeholder expectations. Empirical evidence
suggests that stakeholder pressure has a significant positive influence on the extent of
sustainability information disclosure, reinforcing the role of ESG practices as a response
to external demands (Appiah-Kubi, 2025). Moreover, adherence to ESG principles has
been associated with improved access to investment, enhanced competitiveness, and
stronger reputational outcomes, as stakeholders increasingly favor firms that
demonstrate responsible and sustainable conduct (Gladilina et al., 2024). In this sense,
ESG practices function not merely as compliance mechanisms but as strategic tools
through which firms engage with stakeholders and communicate their commitment to

sustainable value creation.

Despite these developments, firms often face challenges in interpreting and
operationalizing ESG-related demands, particularly when stakeholder expectations are
diverse and evolving (Do et al.,, 2025). This creates a gap between stakeholder
expectations and organizational responses. Within this context, ESG-enabling SMEs
operate as intermediaries that facilitate stakeholder engagement by translating ESG
requirements into actionable practices, implementing relevant systems, and supporting
reporting and compliance processes. As specialized service providers, they assist firms

across different scales in navigating the complexity of sustainability-related expectations.

By enabling firms to more effectively interpret and respond to salient stakeholder
demands, ESG-enabling SMEs contribute to how organizations communicate their ESG
performance and align with stakeholder expectations. In turn, these responses shape
stakeholder evaluations and influence the development of corporate reputation.

Through this intermediary role, ESG-enabling SMEs indirectly support the formation of
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reputation by enhancing the credibility, transparency, and consistency of firms’

engagement with stakeholders.

While stakeholder theory explains why firms must respond to and engage with salient
stakeholders, it provides limited insight into how firms develop the internal capacity to
effectively implement such responses. As demonstrated, ESG practices serve as key
mechanisms through which firms engage stakeholders and communicate their
commitment to sustainability, often supported by ESG-enabling SMEs. However, the
ability to translate stakeholder expectations into consistent and credible organizational
actions depends on the availability and development of firm-specific resources and
capabilities. In this regard, understanding how firms build and leverage these capabilities
becomes essential. To address this, the Resource-Based View (RBV) offers a
complementary perspective by explaining how internal resources and capabilities
contribute to sustained competitive advantage and enable firms to respond effectively

to stakeholder demands.

2.4 Resource-Based View Theory

2.4.1 Foundations of the Resource-Based View

The Resource-Based View (RBV) emerged from the argument that firms should be
understood as bundles of resources rather than only through the products they sell or
the markets in which they compete (Wernerfelt, 1984). This perspective shifted strategic
analysis from external industry conditions toward internal firm-specific strengths.

Wernerfelt (1984) suggested that resources such as brand names, technological know-
how, skilled personnel, and organizational capabilities shape the strategic opportunities
available to firms and influence their growth, diversification, and competitive positioning.
As a result, differences in firm performance may be explained not only by market
conditions, but also by variations in the resources firms possess and develop (Wernerfelt,

1984).
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Building on this foundation, Barney (1991) further explained why some resources
generate sustained competitive advantage while others do not. He argued that resources
are more likely to create long-term superior performance when they are valuable, rare,
imperfectly imitable, and non-substitutable. This contribution strengthened RBV by
clarifying the conditions under which internal resources become strategic assets rather

than ordinary inputs (Barney, 1991).

Together, these contributions establish the core logic of RBV: firms differ in performance
because they control heterogeneous resources and capabilities, and competitive
advantage emerges when those resources are strategically valuable and difficult for
competitors to replicate. This logic is particularly relevant to ESG-enabling SMEs, whose
market position may depend less on scale and more on specialized knowledge, credibility,

and problem-solving capabilities.

Building on Barney’s (1991) argument, later contributions further refined the conditions
under which competitive advantage can be sustained. Peteraf (1993) emphasized that
superior performance depends not only on possessing valuable resources, but also on
mechanisms that prevent competitors from easily acquiring or replicating them. She
identified four key conditions for sustained advantage: resource heterogeneity, ex post
limits to competition, imperfect mobility, and ex ante limits to competition (Peteraf,
1993). Together, these conditions help explain not only why firms differ in performance,

but also why advantageous positions may be preserved over time.

A central distinction within the Resource-Based View concerns the difference between
resources and capabilities. Resources refer to the tangible and intangible assets owned
or controlled by the firm, whereas capabilities reflect the firm’s capacity to deploy,
coordinate, and utilize those resources through organizational processes in pursuit of
strategic objectives (Amit & Schoemaker, 1993). Consequently, firms may possess similar
resource endowments yet achieve different outcomes depending on how effectively

those resources are combined and applied. For ESG-enabling SMEs, this distinction is
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particularly relevant, as competitive advantage may depend not only on technological
tools or expert personnel, but also on the capability to transform these inputs into

effective sustainability solutions that help client firms address ESG-related demands.

2.4.2 Resources, Capabilities and ESG Value Creation

Due to rising global concerns such as climate change, biodiversity loss, and
socioeconomic inequality, sustainability has become an increasingly important priority
for businesses, governments, and society. In turbulent business environments, firms are
expected not only to remain competitive, but also to respond to evolving environmental
and social challenges. Accordingly, integrating sustainability into business strategy and
operations is increasingly viewed as a means of strengthening resilience and responding
to external pressures (Do et al., 2025). As stakeholder expectations regarding responsible
business conduct continue to intensify, many firms face capability gaps in translating
sustainability demands into concrete organizational practices. This creates an
opportunity for ESG-enabling SMEs to provide specialized support. ESG refers to a broad
framework through which organizations address environmental, social, and governance
issues, while also signaling their priorities, objectives, and risk management approaches
(Furtner et al., 2023). In this context, ESG-enabling SMEs act as intermediaries by
supporting reporting processes, improving operational practices, facilitating the
installation of sustainability-related technologies, and delivering other ESG-oriented
solutions. Through these activities, they create value for client firms that require
assistance in implementing ESG practices. From an RBV perspective, such firms may
possess valuable, rare, and imperfectly imitable resources in the form of specialized

knowledge and focused capabilities that support ESG implementation (Barney, 1991).

Useful extension of the Resource-Based View is the distinction between tangible
resources, intangible resources, and capabilities. Tangible resources refer to the physical
and financial assets controlled by the firm, such as equipment, buildings, land, and
capital. Intangible resources consist of non-physical assets, including reputation,

proprietary knowledge, organizational culture, partnerships, and legally protected
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intellectual property. Capabilities, by contrast, represent the firm’s ability to deploy,
integrate, and reconfigure these resources through managerial, organizational, and
operational processes (Kamasak, 2017). This distinction is important because firms may
possess similar asset bases while achieving different outcomes depending on the quality

of their intangible resources and their ability to utilize them effectively.

Integrating sustainability into business strategy and implementation is increasingly
viewed as a means of reducing external pressures while supporting long-term business
performance (Do et al., 2025). At the same time, ESG factors have become more
influential in shaping business activities, organizational performance, and investment
decisions, as they are increasingly used to assess corporate risk and value creation
potential (Furtner et al., 2023). In this environment, ESG-enabling SMEs create value by
transforming their internal resources into client-oriented solutions through
organizational capabilities such as ESG reporting, monitoring and data analytics,
regulatory interpretation, customized sustainability = services, stakeholder
communication, and implementation support. These capabilities allow client firms to
translate broad sustainability expectations into practical actions and measurable

outcomes.

From an RBV perspective, valuable and difficult-to-imitate resources may strengthen a
firm’s competitive position, particularly when competitors face barriers to acquiring or
replicating them (Barney, 1991). By effectively leveraging specialized resources and
capabilities, ESG-enabling SMEs may enhance their market position, improve
performance outcomes, and create differentiated value for client firms (Kamasak, 2017).
In sustainability-oriented contexts, such capabilities may also stimulate innovation and
contribute to long-term organizational performance (Do et al., 2025). Beyond these
economic benefits, the effective deployment of ESG-related resources and capabilities
may also strengthen corporate reputation by signaling credibility, expertise, and

reliability in addressing sustainability challenges.
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2.4.3 Corporate Reputation as a Strategic Intangible Resource

Corporate reputation refers to the collective evaluation of a firm formed by stakeholders
on the basis of the organization’s past behavior, communication, and expected future
conduct. It is shaped by how convincingly and authentically firms communicate their
identity, values, and commitments to relevant stakeholder groups. Because reputation
exists within stakeholder perceptions, firms are required to engage in transparent
dialogue, maintain consistent communication, and demonstrate credibility across
different audiences. Beyond perception alone, corporate reputation also represents an
important organizational asset, as strong reputations are associated with greater
stakeholder support, stronger resilience during crises, and improved organizational

performance (Fombrun & Van Riel, 2004).

Furthermore, the Resource-Based View recognizes certain intangible assets as strategic
resources when they contribute to sustained competitive advantage. Corporate
reputation may be considered one of these assets because it can influence stakeholder
decisions and strengthen a firm’s market position. In particular, reputation becomes
strategically valuable when it reflects characteristics associated with the VRIN
framework, namely being valuable, rare, difficult to imitate, and non-substitutable
(Barney, 1991). A strong reputation can generate stakeholder preference, trust, support,
and organizational resilience, thereby shaping stakeholder choices and broader
organizational outcomes (Fombrun & Van Riel, 2004). In addition, reputation often
develops gradually through repeated interactions, consistent performance, and
accumulated credibility, which makes it more difficult for competitors to replicate. As a
result, reputation may function as an isolating mechanism that helps firms sustain

advantageous positions over time (Peteraf, 1993).

Fombrun and Van Riel (2004) explain that companies with stronger reputations differ
from weaker ones through five key dimensions of the Expressiveness Quotient (EQ):
visibility, distinctiveness, authenticity, transparency, and consistency. Highly regarded

firms tend to be more open in engaging stakeholders, communicate around a clear and
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distinctive identity, and build trust through authentic actions grounded in genuine
corporate values. They also communicate broadly and transparently, allowing
stakeholders to better understand the organization and evaluate its commitments. In
addition, firms with strong reputations are more likely to coordinate initiatives across
organizational functions and maintain coherent relationships with stakeholders,
whereas weaker firms often experience fragmented communication and internal silos.
Together, these dimensions suggest that reputation is built through credible, clear, and
integrated organizational behavior (Fombrun & Van Riel, 2004). For ESG-enabling SMEs,
this implies that reputation may be strengthened through demonstrated competence,
credible service delivery, transparent reporting support, and consistent assistance in
helping client firms address sustainability challenges. In this regard, sustainability-
oriented capabilities may enhance competitiveness by strengthening innovative capacity

and reinforcing stakeholder confidence (Do et al., 2025).

Because firms operating within the same industry often adopt similar strategies and
technologies, reputation can become an important differentiating factor shaped by
stakeholder perceptions and accumulated evaluations. In this regard, ESG-enabling SMEs
may strengthen the reputations of their client firms by helping them improve ESG
performance, transparency, and responsiveness to stakeholder expectations. At the
same time, successful ESG enablement may also enhance the reputation of the service
providers themselves by demonstrating expertise, credibility, and reliability in
sustainability-related problem solving. Reputation therefore represents a valuable
intangible resource that can support internationalization by signaling quality, reducing
uncertainty, attracting partners, facilitating entry into new networks, and helping firms
overcome liabilities associated with foreign market expansion (Chabowski et al., 2025).
From an RBV perspective, a strong reputation may become a source of competitive
advantage when it is difficult for competitors to imitate and effectively leveraged in

cross-border growth strategies (Barney, 1991).
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2.4.4 Capability Development in Internationalization Contexts

Teece et al. (1997) argue that competitive advantage depends not only on the resources
a firm currently possesses, but also on its ability to reconfigure, renew, and adapt those
resources in changing environments. This perspective is particularly relevant in
internationalization contexts, where domestic success does not automatically translate
into foreign market success. Firms entering international markets often encounter
different regulatory requirements, sustainability expectations, customer preferences,
cultural conditions, and institutional environments. As a result, routines and practices
that are effective in the home market may require substantial adjustment abroad in
order to remain competitive. In addition, expanding into uncertain and rapidly changing
markets frequently requires firms to build strategic relationships and collaborative
networks that support market access, learning, and opportunity development

(Gabrielsson & Kirpalani, 2004).

Dynamic capabilities refer to a firm’s ability to sense emerging opportunities and threats,
seize promising opportunities through timely decisions and resource commitments, and
reconfigure its resource base to remain aligned with changing environments. In practice,
this means that firms must continuously identify market shifts, respond by mobilizing
resources effectively, and transform existing routines, structures, or assets when current
capabilities no longer fit new competitive conditions. Rather than relying solely on static
resource advantages, firms with strong dynamic capabilities are better positioned to
adapt, innovate, and sustain competitiveness under conditions of uncertainty and

change (Teece et al., 1997).

As environmental and social sustainability become increasingly linked to long-term
financial performance, firms are under growing pressure to transform their business
models toward more sustainable forms of value creation. This transformation requires
innovation that generates enduring benefits for both shareholders and stakeholders
while reducing excessive consumption and unsustainable production practices. However,

progress toward sustainability is often incremental, and many firms continue to face
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difficulties in achieving sustainability-related objectives (Chabowski et al., 2025). In this
context, ESG-enabling SMEs can act as important intermediaries by providing specialized
technologies, advisory services, monitoring systems, and reporting capabilities that help
client firms respond to international regulatory pressures and stakeholder demands. By
translating complex sustainability requirements into practical and scalable solutions,
these SMEs support compliance, strengthen ESG implementation, and enhance the
competitiveness of firms operating across diverse institutional environments. In addition,
digital and internet-based delivery models may enable technology-oriented ESG-
enabling SMEs to deliver remote monitoring, data analytics, and reporting support
across borders, thereby serving international markets more efficiently (Gabrielsson &

Gabrielsson, 2011).

Developing and continuously renewing capabilities is strategically important for ESG-
enabling SMEs seeking growth beyond domestic markets, particularly in dynamic and
uncertain international environments (Teece et al., 1997). Adaptive capabilities may help
such firms enter and operate in foreign markets more effectively by improving their
understanding of regulatory requirements, enabling faster responses to customer needs,
and strengthening readiness for international operations (Chabowski et al., 2025). In
addition, developed capabilities may allow SMEs to scale services across countries
through the replication of successful solutions, the expansion of digital service models,
and the efficient servicing of multiple markets (Gabrielsson & Gabrielsson, 2011).
Successful international capability deployment may also reinforce corporate reputation
and stakeholder trust, as reliable delivery builds confidence, international success signals
credibility, and proven competence strengthens long-term evaluations of the firm
(Fombrun & Van Riel, 2004). When combined with hard-to-imitate capabilities, a strong
reputation may contribute to durable competitive advantage, while ongoing renewal
helps sustain competitiveness over time (Barney, 1991). Therefore, capability
development is central to understanding how ESG-enabling SMEs build corporate
reputation and pursue internationalization through specialized ESG-enabling services for

larger firms in emerging markets.
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2.5 International Business Perspectives and Corporate Reputation

2.5.1 Internationalization of SMEs

Internationalization has become an increasingly important strategic pathway for small
and medium-sized enterprises (SMEs) seeking growth beyond domestic markets. Foreign
expansion may provide access to niche demand, new client segments, strategic
partnerships, and valuable market knowledge that support long-term development.
Although internationalization was traditionally associated with large multinational
corporations, smaller firms are also able to expand abroad despite more limited financial
and organizational resources. In many cases, SMEs accelerate this process by leveraging
networks, digital channels, and collaborative relationships that provide access to
learning opportunities, technologies, and broader market reach (Gabrielsson & Kirpalani,
2004). For service-oriented firms, internationalization may involve additional complexity
because market entry often depends on close interaction with clients and sensitivity to
cultural differences, particularly where tacit knowledge transfer and relationship-based

delivery are important (Taylor et al., 2021).

Understanding the characteristics of service firms and their influence on
internationalization is important for explaining why and how such firms expand into
foreign markets. Service internationalization is often shaped by issues related to
resource and capability constraints, trust and loyalty, customer involvement, and
variation in firm—client interactions across markets (Taylor et al., 2021). These
considerations are particularly relevant for ESG-enabling SMEs, which may face limited
resources during their early stages of development. As a result, such firms may first
concentrate on supporting larger domestic companies in implementing ESG-related
activities, where regulatory environments, stakeholder expectations, and market
conditions are more familiar. This domestic experience can help them strengthen
operational capabilities, build credibility, and accumulate market knowledge before

pursuing broader international opportunities. In addition, sustainability orientation may
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enhance SME competitiveness by strengthening innovative capacity, which can further

support future international expansion (Do et al., 2025).

ESG-enabling SMEs occupy a distinctive position in international business because they
often operate as specialized intermediaries supporting larger firms in responding to
stakeholder and regulatory pressures related to sustainability (Setyowati, 2020). As
environmental concerns, disclosure expectations, and ESG regulations become more
prominent across markets, client firms increasingly require external expertise to
implement effective ESG initiatives and reduce the risks associated with environmental
and social impacts. In this context, ESG-enabling SMEs can be understood as knowledge-
intensive niche firms whose internationalization may depend less on organizational size
and more on specialized expertise, problem-solving capability, and the ability to build
trust and credibility with clients and partners (Gabrielsson & Kirpalani, 2004).
Consequently, growing global demand for ESG-related solutions may create new
international opportunities for such firms, particularly when they can demonstrate
reliable, scalable, and credible value creation through their enabling services (Do et al.,

2025).

2.5.2 Internationalization Pathways: Born Globals and Network-Based Expansion

Not all small and medium-sized enterprises internationalize through gradual and
sequential expansion. The born global perspective suggests that some firms pursue
international markets from an early stage and may expand rapidly across multiple
countries without a prolonged domestic development period (Gabrielsson & Kirpalani,
2004). Rather than relying primarily on scale or extensive tangible resources, these firms
often compete through distinctive intangible resources and capabilities, such as
specialized knowledge, innovation, entrepreneurial orientation, and market
responsiveness (Cavusgil & Knight, 2015). This perspective indicates that early
internationalization may be achievable when firms possess niche value propositions and

capabilities that are transferable across borders.
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Network-based expansion represents another important pathway through which SMEs
may internationalize. From this perspective, international performance does not depend
solely on internal ownership advantages or firm size, but also on the ability to build,
coordinate, and leverage relationships within relevant business networks (Vahlne &
Johanson, 2013). Through partnerships with local actors, firms may gain access to market
knowledge, legitimacy, distribution channels, and client relationships that would
otherwise be difficult to develop independently. In the case of born global firms,
relationships with established partners can help overcome foreign market barriers and
accelerate entry into new countries. In some cases, smaller firms may also benefit from
the channels and networks of larger multinational corporations, which can support

faster international expansion (Gabrielsson & Gabrielsson, 2011).

These alternative pathways also require firms to adapt their business models to the
specific conditions of foreign markets. In contrast to domestic operations, international
business models must respond to cross-national differences in regulation, infrastructure,
customer expectations, and market structures, which may affect how value is created
and delivered across borders (Chabowski et al., 2025). For ESG-enabling SMEs, this
suggests that successful internationalization may depend not only on possessing
specialized expertise, but also on the ability to tailor services to local sustainability
requirements and institutional conditions. In addition, digital and internet-based
channels may facilitate international expansion, particularly by improving market reach
and service accessibility. However, relationships with channel partners remain important,
as dependence on intermediaries may create coordination challenges and potential
channel conflicts. Moreover, digital interaction alone may be less effective than direct
personal engagement in building trust and long-term commitment with foreign partners

and clients (Gabrielsson & Gabrielsson, 2011).

2.5.3 Barriers in Foreign Markets: Liability of Foreignness and Outsidership

Although internationalization offers growth opportunities, firms entering foreign

markets may also face significant disadvantages commonly described as the liability of
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foreignness. These disadvantages include additional costs associated with geographic
distance, coordination across locations and time zones, unfamiliarity with local market
conditions, and weaker embeddedness in the host environment (Zaheer, 1995). Foreign
firms may also encounter legitimacy challenges, discriminatory treatment, or
institutional barriers arising from host-country or home-country conditions. As a result,
competing abroad may involve higher uncertainty and greater operational complexity
than competing in domestic markets. In response to these challenges, firms may rely on
contractual arrangements and network-based collaboration to reduce risk exposure,
preserve resources, and maintain uncertainty at manageable levels during international
expansion (Vahlne & Johanson, 2013).

Beyond the liability of foreignness, firms may also face the challenge of outsidership
when entering foreign markets. From a network perspective, important market
knowledge is often locally embedded and developed through ongoing relationships,
making it less accessible to firms that remain outside relevant business networks. As
outsiders, firms may have limited access to critical resources, trusted partners, referrals,
and emerging opportunities that arise through established interactions. Consequently,
internationalization may be constrained not only by foreign status itself, but also by
exclusion from networks where information, trust, and opportunity are created. In this
sense, reducing outsidership through relationship building and network participation
can also help firms reduce the practical disadvantages associated with foreignness

(Vahlne & Johanson, 2013).

These barriers are particularly relevant for ESG-enabling SMEs from emerging markets
such as Indonesia that seek opportunities in international business. As global pressure
increases for firms to respond to environmental, social, and economic challenges,
demand for sustainability-related expertise and solutions is also expanding across
borders (Chabowski et al., 2025). However, smaller firms from emerging economies may
face credibility gaps in foreign markets and may need to demonstrate their expertise
more actively than established international competitors. In addition, ESG standards,

regulatory expectations, and market requirements may vary across countries, increasing
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the complexity of cross-border expansion. Under these conditions, references, strategic
partnerships, and participation in established networks may become important
mechanisms for gaining access to opportunities, learning, and legitimacy in new markets
(Gabrielsson & Kirpalani, 2004). Consequently, corporate reputation and network
relationships may become essential strategic assets for ESG-enabling SMEs pursuing

internationalization.

2.5.4 Corporate Reputation as a Strategic Enabler in Internationalization

Internationalization often involves uncertainty because customers, partners, and other
stakeholders in foreign markets may have limited direct knowledge of unfamiliar firms.
Under such conditions, corporate reputation can function as an important signal of
expected quality, reliability, and professionalism. Strong reputations are more likely to
emerge when firms communicate broadly and credibly, demonstrate authenticity in their
actions, and maintain consistent relationships with stakeholder communities (Fombrun
& Van Riel, 2004). In addition, reputation may be strengthened when organizations
coordinate their activities effectively across internal functions rather than operating
through fragmented silos. In international contexts, such signals can be especially
valuable because stakeholder evaluations may also be shaped by country-of-origin
perceptions, local institutional conditions, and the need for firms to adapt their business
models across markets. Consequently, a favorable reputation may positively influence

market acceptance and performance in foreign environments (Chabowski et al., 2025).

Beyond its signaling role, corporate reputation may also function as a strategic asset that
creates tangible business value. Strong reputations are often associated with
stakeholder preference, stronger relationships, and improved support from customers,
employees, and partners. Such reputations are typically developed when firms align
their actions and communications around a clear core identity and consistently engage
stakeholders through credible and coordinated messaging (Fombrun & Van Riel, 2004).
From a Resource-Based View perspective, reputation can become a source of

competitive advantage when it contributes to value creation and cannot be easily



36

replicated by competitors. In this sense, reputation may possess strategic characteristics
similar to valuable, rare, and imperfectly imitable resources that support sustained
superior performance over time (Barney, 1991). More broadly, differences in firm
performance may depend on the unique resources and capabilities organizations control,

of which reputation can be one important intangible example (Peteraf, 1993).

These arguments are particularly relevant for ESG-enabling SMEs whose core offerings
are often based on knowledge-intensive services, advisory support, and sustainability
solutions. A strong sustainability orientation may generate positive organizational
outcomes such as enhanced brand reputation, improved stakeholder trust, stronger
loyalty, and greater access to valuable partnerships and resources (Do et al., 2025). For
firms operating in increasingly dynamic markets, international competitiveness may
depend on the ability to design business models that effectively integrate resources,
create distinctive value, and connect that value to opportunities across borders
(Chabowski et al., 2025). In this context, corporate reputation can help ESG-enabling
SMEs demonstrate credibility and reduce uncertainty when approaching foreign clients
or collaborators. Similar to born global firms, smaller companies may also rely on
alternative governance structures, close relationships, and network partners to access
international channels, learning opportunities, and market resources that would be
difficult to develop independently (Gabrielsson & Kirpalani, 2004). Therefore, for ESG-
enabling SMEs, corporate reputation may represent a key mechanism through which

specialized capabilities are translated into international opportunities.

2.6 Synthesis and Conceptual Framework

Taken together, the preceding literature suggests that ESG-enabling SMEs from emerging
markets face both opportunities and barriers in internationalization, where specialized
capabilities, stakeholder responsiveness, networks, and reputation become central
mechanisms of growth. Growing stakeholder expectations and regulatory developments
have increased pressure on firms to adopt more responsible and transparent business

practices (Setyowati, 2020). At the same time, broader sustainability challenges are
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reshaping how firms design and adapt their business models across international
markets (Chabowski et al., 2025). Across industries, organizations are increasingly
expected to measure environmental and social impacts, improve governance processes,
and communicate sustainability performance to external audiences. However, many
firms, particularly in emerging economies, continue to face capability constraints in
translating broad ESG demands into effective organizational actions. Limitations in
technical expertise, reporting knowledge, digital systems, and sustainability-related
resources may weaken their ability to respond consistently to stakeholder expectations.
In this context, ESG-enabling SMEs emerge as specialized intermediary actors that help
bridge the gap between external sustainability pressures and internal organizational
capabilities. Through services such as ESG reporting support, environmental monitoring,
advisory solutions, data analytics, and implementation assistance, these firms enable
client organizations to operationalize sustainability requirements more effectively while

creating value through their own specialized expertise (Do et al., 2025).

From a theoretical perspective, the preceding discussion suggests that the
internationalization of ESG-enabling SMEs can be understood through the
complementary lenses of Stakeholder Theory and the Resource-Based View. Stakeholder
Theory explains how increasing expectations from regulators, customers, investors, and
wider society create pressures for firms to improve sustainability performance and
transparency (Freeman, 1984). These pressures generate demand for specialized
external support when client firms lack sufficient internal expertise or resources to
respond effectively. The Resource-Based View, in contrast, helps explain why some ESG-
enabling SMEs are better positioned than others to capture such opportunities through
valuable capabilities, specialized knowledge, technological solutions, and relationship-
based assets (Barney, 1991). When these capabilities are applied successfully in helping
clients address ESG-related challenges, ESG-enabling SMEs may strengthen their own
credibility and stakeholder trust through demonstrated competence and consistent

value delivery. Over time, this accumulated credibility may develop into corporate
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reputation, which can function as a strategic intangible asset that supports competitive

positioning and future growth (Fombrun & Van Riel, 2004).

External ESG Pressures ESG-Enabling SMEs Use Internal Resources and Capabilities
« Stakeholder Expectations « Specialized Knowledge
= Regulation « Advisory Skills
« Sustainability Demands » loT / Technology Solutions
« Networks / Relationships

|

Succesful ESG Enablement

« Reporting Support

« Monitoring Solutions

+ Compliance Support

« Sustainability Implementation

+ +
Internationalization Outcomes Reputation Building
« Foreign Opportunities « Trust
« Partnerships « Credibility
« Market Expansion « Positive Stakeholder Evaluation

Figure 1. Conceptual Framework.

Figure 1 illustrates the conceptual framework of the study. The framework proposes that
growing ESG-related stakeholder expectations create increasing pressure for firms to
improve their environmental, social, and governance practices (Freeman, 1984). In
addition, regulatory developments and sustainability policy initiatives have further
strengthened such pressures in many markets (Setyowati, 2020). However, many
organizations, particularly in emerging markets, may face capability gaps such as limited
expertise, insufficient reporting systems, technological constraints, or inadequate
sustainability-related resources. In response, ESG-enabling SMEs act as specialized

intermediaries by deploying their internal resources and capabilities, including
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professional knowledge, advisory competence, technological solutions, and network
relationships, to support client firms in implementing ESG-related practices (Barney,
1991). Through successful ESG enablement, these firms may generate trust, credibility,
and favorable stakeholder evaluations, which gradually contribute to the development
of corporate reputation (Fombrun & Van Riel, 2004). The framework further suggests
that a stronger corporate reputation may support the internationalization of ESG-
enabling SMEs by improving access to foreign opportunities, partnerships, and market

expansion possibilities (Chabowski et al., 2025).



40

3 Methodology

3.1 Research Design: Case study approach

A qualitative research approach is appropriate when a study seeks to understand how
individuals or organizations interpret and respond to a particular social or business
phenomenon within its natural setting. Qualitative inquiry is especially valuable when
the relevant variables are not yet fully established and when deeper contextual
understanding is required (Creswell & Poth, 2016). Within qualitative inquiry, case study
research is particularly suitable for examining contemporary phenomena in real-life
settings while preserving their holistic and meaningful characteristics (Yin, 2003). It is
commonly applied to research questions framed around how and why certain processes
occur, especially when the boundaries between the phenomenon and its context are not
clearly evident (Yin, 2003). In business research, case studies are also useful for exploring
how organizational processes unfold in practice rather than only measuring predefined

relationships between variables (Eriksson & Kovalainen, 2008).

In the context of this thesis, the study examines how ESG-enabling SMEs build corporate
reputation during internationalization, a process shaped by stakeholder relationships,
organizational capabilities, and market-specific conditions. These dynamics are context
dependent and cannot be fully understood through decontextualized measurement
alone. Existing research has given limited attention to ESG-enabling SMEs as focal actors
in their own right, particularly regarding how they transform sustainability-oriented
capabilities into reputational advantages across borders. Therefore, this thesis adopts a
qualitative multiple case study design to generate an in-depth and comparative
understanding of how this phenomenon unfolds across three Indonesian sustainability

service firms.

A multiple case study design was selected because it offers stronger analytical insight
than a single-case design when examining organizational phenomena across different

settings. In multiple-case research, cases may be chosen to produce similar findings or
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to reveal contrasting patterns for theoretically meaningful reasons, thereby enabling a
form of replication logic across cases (Yin, 2003). Evidence generated from several cases
is often regarded as more compelling and the overall design as more robust because
conclusions are informed by recurring patterns rather than by a single organizational
context (Yin, 2003). In addition, multiple-case studies allow the researcher to conduct
both within-case and cross-case analysis, making it possible to understand the distinctive
features of each firm while also developing broader explanations that extend across
cases (Creswell & Poth, 2016). For this thesis, the inclusion of three Indonesian
sustainability service firms supports comparative analysis of how ESG-enabling SMEs
build corporate reputation during internationalization under different organizational

conditions.

An important requirement in case study research is to define clearly what constitutes
the case and to distinguish the focal phenomenon from its surrounding context (Yin,
2003). The unit of analysis determines what is being studied and may refer to an
individual, a group, an organization, a process, or another bounded entity (Creswell &
Poth, 2016). In the present study, each case is defined as one ESG-enabling SME, and the
unit of analysis is the firm as an organization. This focus is appropriate because the
central phenomena examined in this thesis, namely corporate reputation, stakeholder
relationships, and capability development during internationalization, are shaped
through organizational actions and strategic decisions rather than through isolated
individual behavior. In addition, the Resource-Based View emphasizes that valuable
resources and capabilities are controlled and deployed at the firm level, where they may
contribute to sustained competitive advantage (Barney, 1991). Accordingly, examining
ESG-enabling SMEs as organizational cases provides a suitable basis for understanding
how specialized sustainability capabilities are translated into reputational and

internationalization outcomes.
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3.2 Case Selection and Sampling Strategy

In qualitative research, participants or cases are typically selected purposively based on
their ability to provide meaningful insight into the research problem and the central
phenomenon under investigation. Rather than seeking statistical generalization to a
wider population, qualitative inquiry aims to develop an in-depth understanding of a
specific phenomenon through information-rich cases that are closely relevant to the
research questions (Creswell & Poth, 2016). In business research, case selection is
therefore guided by the extent to which the chosen organizations can illuminate how

relevant processes occur in real-life settings (Eriksson & Kovalainen, 2008).

Accordingly, this study applies purposive sampling by selecting three ESG-enabling SMEs
that are considered suitable for examining how capability development, stakeholder
engagement, and service delivery contribute to corporate reputation during
internationalization. These firms were chosen because they provide practical insight into
how smaller sustainability-oriented firms support larger client organizations while
simultaneously strengthening their own credibility, reputation, and international growth

potential.

The selection of cases in a multiple-case study is guided by replication logic rather than
by statistical sampling. This means that each case is chosen because it is expected either
to reveal comparable patterns or to provide meaningful contrasts that can be
theoretically explained, thereby strengthening the overall robustness of the study (Yin,
2003). In qualitative inquiry, the purpose of case selection is not to represent a broader
population, but to enable an in-depth understanding of a central phenomenon through

cases that are closely relevant to the research problem (Creswell & Poth, 2016).

Accordingly, the three selected cases consist of Indonesian SMEs operating in
sustainability-related and ESG-enabling fields whose activities support client firms in
addressing ESG-related needs. These firms were considered particularly suitable

because they also offer relevance to the study of corporate reputation through trust-
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building, specialized service delivery, and stakeholder interaction, while demonstrating
international orientation, cross-border relevance, or growth ambitions beyond domestic

markets. The combination of shared characteristics and contextual variation provides a

suitable basis for comparative analysis across cases.

Table 1. Case Selection Criteria.

Category Criteria
Company Type Indonesian ESG-enabling SMEs that support other organizations in adopting,
implementing, or improving sustainability practices. Each firm operates as a
knowledge-intensive service provider that combines technological,
relational, and reputational resources relevant to international growth.
Industry Operates in environmental and sustainability-related sectors, including loT-

based monitoring, carbon and water management, ESG reporting systems,
traceability solutions, and compliance advisory services. These sectors
illustrate how specialized capabilities can create stakeholder value and

competitive differentiation.

Key Informant Role

Founders or senior executives directly involved in strategic decision-making,

stakeholder engagement, service development, and international

partnerships. Their positions provide first-hand insight into organizational

capabilities and reputation-building processes.

Professional

Experience

Demonstrates substantial leadership experience in ESG-oriented business

development or sustainability innovation, reflecting accumulated

managerial knowledge and experience-based capabilities.

Geographical Scope

Engagements in both domestic (Indonesia) and international markets (e.g.,
Canada, Belgium, Singapore, European Union, Malaysia), providing exposure
to diverse market expectations and stakeholder environments relevant to

internationalization.

Academic Relevance

Offers empirical relevance for examining how firm-specific resources and

capabilities (RBV) interact with stakeholder engagement processes

(Stakeholder Theory) in shaping corporate reputation during

internationalization.

Policy & Institutional

Interfaces

Regular interaction with regulatory bodies, multinational clients, innovation
ecosystems, accelerators, certification demands, or sustainability networks.
These interfaces help illustrate how external pressures and stakeholder

relationships influence strategic adaptation and reputation formation.
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The interview participants were selected purposively based on their ability to provide
informed and experience-based perspectives on the research phenomenon. In
qualitative research, participants are chosen because they possess relevant knowledge
that can contribute meaningfully to the aims of the study rather than because they
statistically represent a wider population (Creswell & Poth, 2016). Accordingly, the
selected informants were founders or senior managerial leaders within the three case
firms, namely Paksi Yudha Sasmita of MUSA Green, Sonny of Nobu Instruments, and Diva

Rifandi Andana of Tunas Muda Seharapan.

These positions were considered appropriate because they involve direct responsibility
for strategic decision-making, service development, client relationships, and
organizational growth. As founder-level representatives, the participants were also well
placed to explain how their firms develop specialized ESG-enabling capabilities, engage
with stakeholders, build credibility in domestic and international markets, and pursue
opportunities beyond Indonesia. Their roles therefore provided access to rich
organizational insight that was highly relevant to the objectives of this study (Eriksson &

Kovalainen, 2008).

3.3 Data Collection

Data for this study were collected from both primary and secondary sources in order to
develop a comprehensive understanding of the research phenomenon. The primary
source of evidence consisted of semi-structured interviews with founder-level or senior
managerial representatives from the three selected case firms. These interviews
provided direct insight into how the firms developed ESG-enabling capabilities, engaged
with stakeholders, and built corporate reputation in relation to internationalization. In
addition, secondary materials were used to complement and contextualize the interview
data, including publicly available company information and other relevant organizational
sources. The use of multiple sources of evidence is consistent with case study research,
where combining different forms of data can strengthen the depth and credibility of the

analysis (Yin, 2003).



45

3.3.1 Primary Data: Semi-Structured Interviews

The primary data for this study were collected through semi-structured interviews with
the selected representatives of the three case firms. Semi-structured interviews are
particularly suitable in qualitative research when the objective is to explore participants’
experiences, interpretations, and organizational practices while still maintaining
sufficient structure across interviews to support comparison between cases (Creswell &
Poth, 2016). In business research, this format is also useful when the researcher seeks
rich explanations of organizational processes while allowing participants to discuss
issues that are especially relevant to their own context (Eriksson & Kovalainen, 2008).
This format was considered appropriate for the present study because it allowed the
discussion of common themes related to ESG-enabling capabilities, stakeholder
engagement, corporate reputation, and internationalization, while also giving

participants the flexibility to elaborate on issues specific to their firms.

Three interviews were conducted between October 21 and October 27, 2025, using
online meeting formats. The first interview was conducted with Paksi Yudha Sasmita,
Founder and Chief Executive Officer of MUSA Green, and lasted approximately 57
minutes. The second interview was conducted with Sonny, Founder of Nobu Instruments,
and lasted approximately 43 minutes. The third interview was conducted with Diva
Rifandi Andana, Founder and Managing Director of Tunas Muda Seharapan, and lasted
approximately 48 minutes. All interviews were recorded with permission and

subsequently transcribed for analysis.

The interview with MUSA Green was conducted in English and manually transcribed
from the recorded session. The interviews with Nobu Instruments and Tunas Muda
Seharapan were conducted in Indonesian and transcribed with the support of digital
transcription tools. The resulting transcripts were then manually reviewed, refined, and

translated into English for analysis. This process was intended to preserve the meaning
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of participants’ responses, improve transcription accuracy, and ensure consistency

across the data set.

The semi-structured interview protocol was developed deductively based on the
conceptual focus of the study and the key themes identified in the literature review. The
interview guide was organized around core themes including firm background, ESG-
enabling capabilities, stakeholder relationships, corporate reputation, international
activities, and future opportunities. These themes reflect the theoretical foundations of
the study, namely the Resource-Based View and Stakeholder Theory, while also
incorporating relevant contextual insights from the international business literature. The
use of a theory-informed interview guide helped ensure that data collection remained
closely aligned with the research questions while still allowing flexibility for participants
to elaborate on case-specific experiences and perspectives. The full interview guide is

provided in Appendix 1.

3.3.2 Secondary Data Sources

In addition to the interview data, secondary sources were used to complement and
contextualize the primary evidence where relevant. In case study research, the use of
multiple sources of evidence can strengthen the richness and credibility of the analysis
by allowing the researcher to compare interview insights with documentary or publicly
available materials (Yin, 2003). In the present study, secondary materials were used

primarily to support contextual understanding rather than as the main source of analysis.

For MUSA Green, secondary sources included the company’s official website, LinkedIn
profile, and an internal company profile document provided by the firm. These materials
offered additional information regarding the company’s background, service portfolio,
technological solutions, sustainability positioning, partnerships, and market presence.
For example, the company profile described MUSA Green as an integrated sustainability
platform offering environmental monitoring, ESG reporting systems, carbon accounting,

and data analytics solutions for industrial clients. It also presented examples of
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organizational impact, including implemented monitoring sites, sustainability platforms,

and environmental reporting activities.

For Nobu Instruments and Tunas Muda Seharapan, the analysis relied primarily on
interview data due to the limited availability of comparable secondary materials. Overall,
the secondary sources were used to enrich case descriptions, triangulate selected claims
where possible, and provide broader contextual understanding of the firms and their

operating environments.

3.4 Data Analysis

The interview data were analyzed using thematic analysis, a qualitative method for
identifying, analyzing, and interpreting patterns of meaning within a dataset (Braun &
Clarke, 2006). Thematic analysis offers a theoretically flexible yet systematic approach
that allows researchers to organize data into meaningful themes while remaining
adaptable to different theoretical perspectives (Clarke & Braun, 2017). Rather than
merely summarizing the content of the data, the method enables the identification and
interpretation of key features that are relevant to the research questions. In this study,
thematic analysis was considered appropriate because it supports the examination of
patterns both within and across cases, which is essential for understanding how ESG-
enabling SMEs build corporate reputation in the context of internationalization. Its
structured but accessible procedures also facilitate the development of codes and
themes that reflect the underlying meanings of participants’ experiences (Ahmed et al.,

2025).

The analysis began with a familiarization phase, which represents a foundational stage
of thematic analysis. At this stage, the researcher became closely immersed in the
dataset in order to develop an initial understanding of its breadth, depth, and recurring
patterns (Ahmed et al., 2025). Interview recordings were first transcribed, and interviews
originally conducted in Indonesian were carefully reviewed and translated into English

to ensure consistency across cases while preserving the intended meaning of
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participants’ responses. Following transcription, the transcripts were read and re-read
several times to enable active engagement with the data and to identify early
impressions relevant to the research questions. This process of repeated reading helped
prepare the data for the subsequent coding stage by strengthening familiarity with the

participants’ experiences, language, and key areas of emphasis.

Following familiarization, initial codes were generated from meaningful segments of the
interview data. In thematic analysis, codes represent the smallest units of analysis that
capture relevant features of the dataset in relation to the research questions and serve
as the foundation for later theme development (Clarke & Braun, 2017). In the present
study, coding was conducted manually in Microsoft Excel. Each relevant quotation was
reviewed systematically and assigned a descriptive code that summarized its substantive
meaning. Examples of initial codes included, among others, technology-based ESG
solution, partner-led international entry, trust as strategic asset, customization as core
strength, and policy-to-practice execution. The coding process aimed to remain
comprehensive and inclusive by capturing both explicit statements and underlying
meanings across the three cases. This step enabled the reduction of raw interview data
into manageable analytical units for subsequent categorization and theme development

(Ahmed et al., 2025).

After the initial coding stage, related codes were grouped into broader categories and
subsequently developed into potential themes. In thematic analysis, a theme captures
an important and recurring pattern of meaning within the dataset in relation to the
research question (Braun & Clarke, 2006). This stage involved reviewing similarities and
differences among the codes, collating relevant data extracts, and refining broader
patterns that explained how the case firms built corporate reputation in relation to
internationalization. Several higher-order themes emerged from the analysis, including
ESG-driven capability building, trust-based reputation building, reputation through
delivered value, multi-stakeholder engagement, and internationalization through

networks.
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The analysis was conducted both within each individual case and across cases. First, each
firm was examined separately in order to understand its specific context, strategic
approach, and reputation-building processes. Thereafter, cross-case comparison was
undertaken to identify shared patterns as well as meaningful differences among MUSA
Green, Nobu Instruments, and Tunas Muda Seharapan. In line with multiple-case study
logic, this comparative process strengthened the robustness of the findings by
developing explanations that were relevant across cases while remaining sensitive to

case-specific variation (Yin, 2003).

The final stage of analysis involved interpreting the emergent themes through the
theoretical framework of the study. The Resource-Based View was used to examine how
firm-specific resources and capabilities such as technological expertise, organizational
learning, agility, localized knowledge, and service customization contributed to value
creation and competitive advantage (Barney, 1991). In addition, corporate reputation
was understood as the broader evaluation of the firm formed by its stakeholders, making
it relevant to the interpretation of how trust, reliability, delivered outcomes, and
stakeholder relationships influenced perceptions of the case firms (Fombrun, 2004).
Stakeholder Theory further supported the interpretation of how different stakeholder
expectations, pressures, and relationships shaped firm behavior and reputation
outcomes. Rather than determining the themes in advance, the theoretical lenses were
applied after the coding and theme development stages in order to deepen
interpretation and connect the empirical findings to the broader literature. This
approach helped ensure that the analysis remained grounded in the data while also
generating theoretically meaningful conclusions. The thematic analysis process resulted
in eight final cross-case themes that structured the findings chapter. Table 2 presents a
summary of these themes, together with representative codes and their overall

interpretation across the cases.
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Table 2. Cross-Case Thematic Framework.

Developed Theme

Initial Codes

Cross-Case Interpretation

Theme 1:

Capability Building

ESG-Driven

technology-based ESG

solution; real-time
environmental monitoring;
specialized loT ESG offering;
build or adapt solutions
capability; engineering-based
human  capital;  external
demand drives digitalization;

shift from manual to digital

Firms developed technical,
human, and organizational
capabilities that supported
ESG service delivery and
strengthened

competitiveness.

monitoring; continuous
internal capability training;
proprietary traceability
system
Theme 2: Reputation | reputation through customer | Reputation was built
through Delivered Value satisfaction; demonstrate | primarily through visible
short-term value; customer | stakeholder value,
value as priority; growth | satisfaction, and reliable
through  customer value; | outcomes rather than
repeat orders indicate | promotion alone.
satisfaction; proactive
problem detection; solution-
first responsiveness; reliability
over visibility
Theme 3: Trust and | accountability through refund | Trust emerged through
Transparent policy; trust protects | transparency,
Communication partnerships; professionalism, fairness,
communication-first strategy; | and continuous
proactive progress | communication with
communication; reporting | stakeholders.
builds international trust;
trust and professionalism
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priority; trust as main

strategic asset; honesty over
promotion; transparency

builds foreign trust

Theme 4: Local | localization strategy; | Local knowledge, legitimacy,
Embeddedness as | domestic innovation | and contextual adaptation
Advantage ambition; imported-solution | created strategic advantages
market gap; local enabler for | that larger or foreign actors
global standards; insider | may lack.
legitimacy with community;
trust exceeds formal authority
Theme 5: | partner-led international | International growth was

Internationalization through

entry; participation in global

pursued mainly through

Networks accelerator; partnerships | partnerships and external
create opportunity; need local | networks  that reduced
foreign partners; | barriers and opened
international partnership | opportunities.
experience; diversified
international partner
network; collaboration-first
international growth

Theme 6: International | participation in global | Cross-border interaction

Learning and Capability | accelerator; foreign scrutiny | generated learning, system

Upgrading

improves systems; imported
professionalism practices; Al-
future

enhanced loT

capability; networks align

local with global standards

improvement, and upgraded

organizational capabilities.
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Theme 7: ESG as Business

ESG-economic integration;

ESG was framed as a driver of

driven retention; talent limits

growth

Value Driver dual-value opportunity; | efficiency, growth,
sustainability linked to | competitiveness, and new
competitiveness; efficiency- | market opportunities rather
oriented ESG logic; risk | than only compliance.
reduction through loT;
competitiveness plus
sustainability logic; visible
economic  benefits  drive
adoption; climate service
expansion opportunity

Theme 8: Resource | mission-driven  orientation; | Although resource

Constraints, Purpose, and | lean core team; resource | limitations existed, small-

Agility constraints in growth; | firm agility and purpose
flexibility over large | orientation supported
competitors; mission-driven | resilience and continued
local founding; purpose- | growth.

3.5 Trustworthiness and Research Rigor

In qualitative research, the quality of a study is commonly evaluated through criteria of

trustworthiness rather than through the same standards typically associated with

positivist quantitative research. For naturalistic and interpretive inquiry, Guba and

Lincoln (1994) propose four central criteria of trustworthiness: credibility, transferability,

dependability, and confirmability. These criteria are used to assess whether the research

process has been conducted in a rigorous, transparent, and logically consistent manner.

Accordingly, in the present study, trustworthiness provides an appropriate framework

for evaluating the quality of the qualitative multiple-case design and the interpretation

of the empirical findings.
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In the present study, trustworthiness was strengthened through several practical
measures. Credibility was supported by conducting interviews with founders or senior
managerial representatives who possessed direct knowledge of the firms’ strategic
activities, stakeholder relationships, and international development. The use of verbatim
quotations in the findings chapter further supports credibility by allowing readers to
evaluate the connection between the empirical evidence and the interpretations drawn
from it. Dependability was enhanced through the use of a structured semi-structured
interview guide, consistent data collection procedures across the three cases, and a
documented coding process conducted in Microsoft Excel. Confirmability was supported
by maintaining a transparent analytical process in which interpretations were grounded
in the data, while the theoretical framework was used as a lens for interpretation rather
than as a predetermined template. Transferability was addressed through rich
descriptions of the case firms, the Indonesian business context, and the boundaries of
the study setting, enabling readers to assess the potential relevance of the findings to

other contexts (Guba & Lincoln, 1994).

It is also important to acknowledge that qualitative data analysis involves researcher
interpretation. Themes do not simply emerge automatically from the data. Rather, they
are identified, developed, and reported through the active analytical judgments of the
researcher. For this reason, transparency regarding how the analysis was conducted is
essential for evaluating the quality of the study (Braun & Clarke, 2006). In the present
research, efforts to enhance rigor included clearly documenting the stages of coding and
theme development, maintaining consistency in analytical procedures across cases, and
explicitly linking interpretations to empirical evidence. In addition, the researcher
remained aware that translation and interpretation may involve the loss of certain
contextual nuances, particularly where interviews were originally conducted in
Indonesian. By making the analytical process visible and acknowledging these limitations,

the study aims to provide findings that are both credible and open to critical evaluation.
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3.6 Ethical Considerations

Ethical considerations were taken into account throughout the research process. All
participants were informed that the interviews were conducted for the purpose of this
master’s thesis and agreed voluntarily to participate in the study. Prior to each interview,
the purpose of the research was explained and participants were given the opportunity
to decide whether they wished to take part. Permission to record the interviews was also
requested and obtained before the recording process began. Participation was based on
informed and voluntary consent, and the interviews were conducted in a respectful and

professional manner.

The collected data were used solely for academic research purposes and handled
responsibly throughout the study. Interview recordings and transcripts were used only
for analysis related to the thesis. In the present study, the names of the participants and
their organizations are reported openly with their knowledge and consent. At the same
time, the researcher sought to represent participants’ views accurately and fairly during
transcription, translation, interpretation, and reporting. Care was also taken to avoid
misleading representation of statements or selective use of evidence that could distort

the meaning of the findings.
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4 Findings
4.1 Overview of the Findings

This study examines three Indonesian SMEs operating as ESG-enabling firms in different
sectors. Although all three companies support other organizations in responding to
sustainability-related pressures, they do so through distinct business models, capabilities,
and stakeholder environments. The selected cases therefore provide variation in how
ESG-enabling SMEs build corporate reputation and pursue opportunities linked to
internationalization. MUSA Green represents a technology-oriented environmental
solutions provider, Nobu Instruments reflects an engineering-based loT solutions firm
focused on efficiency and customization, and Tunas Muda Seharapan illustrates a

community-based sustainability facilitator operating in agricultural supply chains.

Table 3. Overview of the Case Firms.

Case Core Business ESG-Enabling Focus | International Relevance
MUSA Green | Sustainability technology | Monitoring systems, International
and environmental ESG reporting, carbon | partnerships, startup
solutions and environmental ecosystems, global
data solutions relevance of

sustainability services

Nobu Engineering and loT Energy monitoring, Cross-border

Instruments | solutions automation, collaborations, partner-
predictive led market
maintenance, opportunities, digital

customized efficiency | service potential

solutions

Tunas Muda | Sustainability facilitation | Palm oil traceability, Foreign buyer
Seharapan in agriculture farmer capability requirements,
building, international NGO links,

environmental




56

training, ESG global supply-chain

compliance support relevance

Despite their different operating contexts, the three firms share an important common
characteristic: each creates value by helping client organizations address ESG-related
challenges. At the same time, the cases differ in the resources they mobilize, the
stakeholder relationships they prioritize, and the pathways through which reputation is
developed. This combination of shared purpose and strategic variation provides a

suitable basis for cross-case thematic analysis in the following sections.

4.2 Theme 1: ESG-Driven Capability Building

In MUSA Green, ESG-driven capability building was strongly associated with the
integration of digital technology and sustainability expertise. Rather than offering
conventional environmental services alone, the company positioned its capabilities
around the use of data-based systems that could improve client environmental

performance within industrial settings.

“We’re trying to combine the loT and the data solution technology in order to
help them to improve their environmental impact within the industrial zone”
(Paksi Yudha Sasmita, MUSA Green, 2025).

A second capability identified in the case was real-time environmental monitoring. The
company emphasized that digital monitoring tools created more accurate and timely
visibility over environmental performance, allowing clients to respond more effectively

to operational issues.

“We help them in order to establish the environmental monitoring tools. So they
can track the environmental performance ... in more precise way, in more real
time” (Paksi Yudha Sasmita, MUSA Green, 2025).
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Capability development in MUSA Green also included a consultative approach to
problem solving. This suggests that value creation was not limited to providing
technology, but also involved diagnosing client challenges and designing appropriate

responses.

“We understand the problem, we find the causes of the issue, and we come up
with a solution” (Paksi Yudha Sasmita, MUSA Green, 2025).

In addition, the firm highlighted system compatibility as an important capability. Instead
of requiring complete technological replacement, MUSA Green adapted its solutions to
existing client infrastructures, which may reduce implementation barriers and improve

usability.

“Whatever the company already have ... we can integrate with the existing
technology” (Paksi Yudha Sasmita, MUSA Green, 2025).

Overall, the findings indicate that MUSA Green built strategic capability through the
combination of technological resources, diagnostic expertise, and adaptive solution

integration.

In Nobu Instruments, ESG-driven capability building was primarily shaped by engineering
expertise and a strong orientation toward customization. Rather than competing
through standardized solutions, the company emphasized its ability to tailor

technologies according to specific client requirements.

“Yes, that’s our strength” (Sonny, Nobu Instruments, 2025).

The company also highlighted the strategic role of internal technical human capital. Its
core team was described as consisting of engineering-based personnel, suggesting that

specialized knowledge formed the foundation of the firm’s capability base.

“Our three core people are all engineers” (Sonny, Nobu Instruments, 2025).
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A further capability identified in the case was the ability to develop solutions from the
beginning or significantly adapt existing systems. This indicates that the firm’s value
proposition was based not only on product delivery, but also on flexible solution

development.

“We have a lot of experience in solving solutions, even developing the solution
from scratch” (Sonny, Nobu Instruments, 2025).

In addition, Nobu Instruments linked customization capability with domestic production
control. By managing production more directly, the company believed it could respond

to client needs in a more suitable and efficient manner.

“By being able to provide domestic production that we can control in the
production, we can answer the client’s needs much more suitably” (Sonny, Nobu
Instruments, 2025).

Capability development was also future-oriented. The company emphasized the
importance of integrating artificial intelligence into its 10T solutions to support predictive

maintenance and more advanced decision-making functions.

“We have to have integration with Al, to provide predictive maintenance,
decision making, and so on” (Sonny, Nobu Instruments, 2025).

Overall, the findings suggest that Nobu Instruments built strategic capability through the
combination of engineering knowledge, customization capacity, controlled production,

and continuous technological upgrading.

In Tunas Muda Seharapan, ESG-driven capability building extended beyond technical
expertise alone and involved the combination of relational, environmental, and
technological resources. The company emphasized that its capability base was built

through multiple complementary strengths rather than a single specialization.
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“We combine three things: community trust, environmental expertise, and
technological adaptation” (Diva Rifandi Andana, Tunas Muda Seharapan, 2025).

Capability development was also supported through continuous internal training. Rather
than relying only on external expertise, the company invested in upgrading employee

knowledge in sustainability standards, data practices, and digital tools.

“We train them internally through monthly workshops on ESG standards, data
collection, and digital literacy” (Diva Rifandi Andana, Tunas Muda Seharapan,
2025).

In addition, digital capability was reflected in the development of an internal traceability
system that improved transparency across the supply chain and supported sustainability

monitoring processes.

“TMS-Trace, our digital traceability tool, records the movement of fresh-fruit
bunches from farms to mills” (Diva Rifandi Andana, Tunas Muda Seharapan,
2025).

The findings further indicate that technical capability alone was insufficient in this
context. Employees were also expected to understand local community realities and the

social conditions surrounding implementation activities.

“Every staff member must understand both environmental science and the
social context of each village” (Diva Rifandi Andana, Tunas Muda Seharapan,
2025).

Knowledge sharing was reinforced through internal peer learning, where returning staff

transferred experience and insights to other members of the organization.

“When they returned, they trained the rest of the team. It’s a peer-learning
culture” (Diva Rifandi Andana, Tunas Muda Seharapan, 2025).
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Overall, the findings indicate that Tunas Muda Seharapan built strategic capability
through a socio-technical combination of trust, expertise, continuous learning, and

practical digital systems.

4.3 Theme 2: Reputation through Delivered Value

Across the three cases, corporate reputation was not primarily described as the result of
branding, promotion, or symbolic ESG claims. Instead, reputation was consistently
associated with the ability to create tangible value for clients and stakeholders through
reliable performance, useful solutions, and credible outcomes. The findings suggest that,
for ESG-enabling SMEs, reputation emerged through what firms delivered in practice
rather than through what they communicated in isolation. While the specific forms of
value creation differed across the cases, each firm linked reputation to stakeholder
satisfaction, trust, and demonstrated results. This indicates that reputation functioned

as an outcome of value delivery and operational execution within the studied firms.

In MUSA Green, reputation was closely connected to customer satisfaction and the
practical value created through each project delivered to clients. Rather than treating
reputation as a separate branding activity, the participant emphasized that reputation

would follow when customers were satisfied with the outcomes provided by the firm.

“Make sure that every project we deliver to the customer makes them satisfied.
You don't need to worry about the reputation, | think” (Paksi Yudha Sasmita,
MUSA Green, 2025).

The company also highlighted the importance of demonstrating direct and timely
benefits for clients. This suggests that visible business value was considered important
not only for client retention, but also for strengthening external perceptions of credibility

and usefulness.

“We need to bring the value to them so they can get also the direct benefit for
the company quite fast enough” (Paksi Yudha Sasmita, MUSA Green, 2025).
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A further finding was that value creation began with understanding and solving the
client’s core problems. The participant explained that the company focused on
fundamental issues rather than superficial solutions, indicating that relevance and

problem-solving effectiveness were central to reputation formation.

“We focus on the fundamental, we focus on the main issue of itself” (Paksi
Yudha Sasmita, MUSA Green, 2025).

Customer value was also described as the basis for future growth. This implies that
reputation and business development were viewed as mutually reinforcing outcomes of

consistent value delivery.

“If we really give value for our customer, we expect that we can do more than
we do today” (Paksi Yudha Sasmita, MUSA Green, 2025).

Overall, the findings indicate that MUSA Green built reputation through customer

satisfaction, visible client benefits, and sustained problem-solving performance.

In Nobu Instruments, reputation was strongly associated with responsiveness, service
performance, and the ability to generate recurring business relationships. Rather than
emphasizing formal branding efforts, the company viewed reputation as something

earned when clients recognized the firm’s capacity to solve problems effectively.

“We can provide a solution first. That's what makes the client see Nobu has a
good reputation” (Sonny, Nobu Instruments, 2025).

The findings also show that customer satisfaction was reflected through repeat orders.
In this case, recurring transactions were interpreted as practical evidence that previous

projects had created value and met client expectations.

“There is also a repeat order, the word repeat order indicates that our
customers are satisfied with our performance” (Sonny, Nobu Instruments, 2025).
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Reputation was further supported by proactive service behavior. The participant
explained that the company responded when operational issues emerged, suggesting

that reliability and problem resolution were important sources of trust.

“They get to know the problem when they get complaints... Nobu is present to
provide solutions” (Sonny, Nobu Instruments, 2025).

This pattern was also visible in external relationships, where repeated cooperation with
partners indicated sustained confidence in the firm’s performance over time.

7

“With the partner, even the repeat order is not once. Even, three or four times
(Sonny, Nobu Instruments, 2025).

Overall, the findings suggest that Nobu Instruments built reputation through solution-
oriented responsiveness, consistent execution, and recurring stakeholder trust reflected

in repeat business.

In Tunas Muda Seharapan, reputation was described as being built through reliability,
measurable evidence, and stakeholder referrals rather than through promotional
visibility. The participant explicitly emphasized that consistent delivery was more

important than public exposure or branding activities.

“Reputation, in our case, is really built on reliability more than visibility” (Diva
Rifandi Andana, Tunas Muda Seharapan, 2025).

The findings also indicate that organic referrals played an important role in business
growth. Instead of depending primarily on marketing campaigns, the company’s
reputation appeared to spread through positive stakeholder experiences and

recommendations.

“All our projects come through word-of-mouth” (Diva Rifandi Andana, Tunas
Muda Seharapan, 2025).
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A further dimension of reputation was honesty and transparency in reporting. The
participant suggested that credible reporting created more value than promotional
communication, particularly in sustainability-related work where trustworthiness is

highly important.

“One honest report is worth more than a thousand brochures” (Diva Rifandi
Andana, Tunas Muda Seharapan, 2025).

In addition, measurable outcomes were treated as a source of reputational value.
Quantified ESG results and performance indicators were presented as evidence that

stakeholders could trust and evaluate.

“Those numbers become our reputation currency” (Diva Rifandi Andana, Tunas
Muda Seharapan, 2025).

Overall, the findings indicate that Tunas Muda Seharapan built reputation through
operational reliability, transparent evidence, and stakeholder advocacy generated

through positive experience.

Across the three cases, reputation was consistently presented as an outcome of
delivered value rather than as a product of communication alone. In MUSA Green,
reputation was closely tied to customer satisfaction, visible client benefits, and the
ability to solve fundamental operational problems. In Nobu Instruments, reputation was
associated with responsiveness, reliable execution, and recurring business relationships
that reflected stakeholder confidence. In Tunas Muda Seharapan, reputation was built
through reliability, transparent evidence, and word-of-mouth referrals grounded in
positive stakeholder experience. Although the specific pathways differed across the
firms, all three cases suggest that reputation in ESG-enabling SMEs is strengthened when
organizations consistently create outcomes that stakeholders perceive as useful, credible,
and trustworthy. These findings indicate that reputation functions as a performance-

based asset that develops through sustained value delivery over time.
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4.4 Theme 3: Trust and Transparent Communication

Across the three cases, trust was closely associated with the quality of communication
and the transparency of organizational practices. Beyond delivering useful outcomes,
the firms emphasized that stakeholder relationships were strengthened when
information was shared openly, progress was communicated clearly, and commitments
were handled in a reliable manner. The findings suggest that, for ESG-enabling SMEs,
trust was not treated as an abstract concept, but as something built through everyday
interactions, visible accountability, and consistent responsiveness. While the specific
practices differed across the firms, all three cases linked trust to stronger stakeholder
confidence and more sustainable business relationships. This indicates that transparent
communication functioned as an important relational mechanism supporting reputation

and long-term collaboration.

In MUSA Green, trust was closely linked to accountability, customer orientation, and
responsible collaboration with external stakeholders. The participant emphasized that
trust was particularly important in partnership relationships, where cooperation may
involve risks related to knowledge sharing and technology use. This suggests that trust

functioned as a necessary condition for sustaining collaborative business relationships.

“Trust is really important... your technology can be also stolen by them” (Paksi
Yudha Sasmita, MUSA Green, 2025).

The findings also indicate that trust was strengthened through accountability
mechanisms that reduced perceived risk for clients. By allowing dissatisfied customers
to request refunds, the company signaled confidence in its solutions and fairness in its

service practices.

“If someone feel like not happy with our solution... they can ask us for a refund”
(Paksi Yudha Sasmita, MUSA Green, 2025).
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In addition, the participant highlighted the importance of an internal service mindset
centered on helping customers. This implies that trust-building was not limited to
external communication, but was also rooted in organizational culture and employee
attitudes toward client needs.

7

“You need to have a sense of belonging that how you can help your customers
(Paksi Yudha Sasmita, MUSA Green, 2025).

Overall, the findings suggest that MUSA Green built trust through fair dealing,

partnership responsibility, and a customer-oriented service culture.

In Nobu Instruments, trust was strongly associated with communication discipline,
transparency during project execution, and professional conduct. The participant
explained that communication was treated as the first priority in client relationships,
indicating that trust began with responsiveness and clear interaction rather than only

with technical delivery.

“The first thing we focus on is communication” (Sonny, Nobu Instruments,
2025).

The findings further show that transparency was embedded in the company’s operating
process through regular reporting and client involvement. By providing weekly updates
and including clients during project development, the firm reduced uncertainty and

enabled stakeholders to monitor progress more closely.

“We even have a weekly report... we also involve the client” (Sonny, Nobu
Instruments, 2025).

Trust was also described as a core professional value guiding external relationships. The
participant emphasized that professionalism and trust were prioritized, suggesting that
reputation was supported not only by technical outcomes, but also by the manner in

which projects were managed.
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“Trust is what is prioritized. Professionalism and trust is the first thing” (Sonny,
Nobu Instruments, 2025).

Overall, the findings indicate that Nobu Instruments built trust through structured

communication, process transparency, and professional relationship management.

In Tunas Muda Seharapan, trust was presented as a core strategic asset that supported
relationships with both local communities and external clients. The participant directly
identified trust as one of the company’s main strengths, suggesting that relational
credibility was central to the firm’s business model and stakeholder engagement

approach.

“Our main strength is trust both from local communities and from our clients”
(Diva Rifandi Andana, Tunas Muda Seharapan, 2025).

The findings also show that trust was reinforced through local embeddedness and social
proximity. Because the organization was perceived as part of the community rather than
as an external actor, it was able to build stronger acceptance and cooperation in field

activities.

“Farmers see us as part of their community, not outsiders doing research” (Diva
Rifandi Andana, Tunas Muda Seharapan, 2025).

Trust additionally played an important role in international relationships, where
transparency helped reduce distance-related uncertainty. The participant explained that
foreign partners trusted the firm when they were provided with live data or visual

evidence from field operations.

“Foreign partners want transparency. When they see live data or photos from
the field, they trust our reporting” (Diva Rifandi Andana, Tunas Muda Seharapan,
2025).
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Overall, the findings indicate that Tunas Muda Seharapan built trust through community
legitimacy, relational closeness, and transparent evidence-sharing across both local and

international stakeholder groups.

Across the three cases, trust was consistently built through transparent practices,
responsible conduct, and relationship-oriented communication rather than through
formal claims alone. In MUSA Green, trust was strengthened through accountability
mechanisms, customer-oriented culture, and responsible partnerships. In Nobu
Instruments, trust was developed through structured communication, regular reporting,
and professional project management. In Tunas Muda Seharapan, trust was rooted in
community legitimacy and reinforced through transparent evidence-sharing with
external partners. Although the specific trust-building mechanisms differed across the
firms, all three cases suggest that transparent communication reduces stakeholder
uncertainty and supports more durable collaborative relationships. These findings
indicate that trust functions as an important relational asset that contributes to both

reputation development and long-term business continuity.

4.5 Theme 4: Local Embeddedness as Advantage

Across the three cases, local embeddedness was not presented as a constraint to growth,
but as a strategic advantage that supported value creation and competitive positioning.
The findings indicate that the firms benefited from being closely connected to their
domestic environment through contextual knowledge, stakeholder relationships, and
the ability to design solutions suited to local needs. Rather than relying solely on
imported models or standardized approaches, the firms emphasized adaptation to local
realities as an important source of differentiation. While the specific forms of
embeddedness varied across the cases, all three firms linked their local position to
stronger responsiveness, legitimacy, and practical relevance. This suggests that local
embeddedness functioned as a valuable resource that could support both current

competitiveness and future international development.
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In MUSA Green, local embeddedness was reflected in the deliberate development of
solutions designed for Indonesian market conditions and client needs. Rather than
simply replicating external technologies, the company emphasized the importance of
localizing its solution creation process so that offerings would be more relevant and

applicable in the domestic context.

“We're trying to maximize the localization of our solution creation from
Indonesia to Indonesian people” (Paksi Yudha Sasmita, MUSA Green, 2025).

The findings also indicate that local advantage was strengthened through close
understanding of client operational challenges. Before developing innovations, the
company focused on identifying the real problems experienced by clients, suggesting

that contextual understanding was central to effective solution design.

“Before we come up with the innovation, we have to understand what is the
pain point or what is the problems that our clients already have” (Paksi Yudha
Sasmita, MUSA Green, 2025).

A further dimension of embeddedness was the ability to adapt solutions to existing
technologies already used by clients. This reduced switching barriers and increased the

practical usability of new systems within local business environments.

“Whatever the company already have, when it comes to the technology, we can
integrate with the existing technology” (Paksi Yudha Sasmita, MUSA Green,
2025).

Overall, the findings suggest that MUSA Green used local market understanding, client
proximity, and contextual adaptation as strategic advantages in its capability

development.

In Nobu Instruments, local embeddedness was strongly associated with domestic
innovation capability and the ability to respond to client needs more effectively than

standardized imported alternatives. The company positioned itself as part of a local
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technological movement that sought to build Indonesian-made solutions rather than

relying only on foreign products.

“We will try to be one of the IoT companies in Indonesia that has become a
pioneer in developing domestic products” (Sonny, Nobu Instruments, 2025).

The findings also indicate that the domestic market contained unmet needs that were
not fully addressed by imported technologies. The participant noted that many firms in
the sector operated mainly as distributors of foreign devices, creating opportunities for

local producers with stronger customization capabilities.

“Many loT companies... are only official distributors of devices from abroad”
(Sonny, Nobu Instruments, 2025).

A further advantage of local embeddedness was direct control over production. By
managing production domestically, the company believed it could tailor solutions more

suitably to client requirements and respond more flexibly to project demands.

“By being able to provide domestic production that we can control in the
production, we can answer the client's needs much more suitably” (Sonny, Nobu
Instruments, 2025).

Overall, the findings suggest that Nobu Instruments used domestic production, local
innovation identity, and market responsiveness as important sources of competitive

advantage.

In Tunas Muda Seharapan, local embeddedness was most visible through community
legitimacy, relational trust, and the ability to translate global sustainability expectations
into locally workable practices. The participant explained that the organization was
perceived as part of the local community rather than as an external actor, which

strengthened acceptance and cooperation in field activities.
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“Farmers see us as part of their community, not outsiders doing research” (Diva
Rifandi Andana, Tunas Muda Seharapan, 2025).

The findings further indicate that relational trust created forms of access and influence
that formal authority alone could not easily achieve. This suggests that social legitimacy

functioned as an important strategic resource in stakeholder engagement.

“That trust opens doors that formal authority cannot” (Diva Rifandi Andana,
Tunas Muda Seharapan, 2025).

Local embeddedness was also connected to the firm’s broader role in international
sustainability processes. Rather than viewing global standards as separate from local
realities, the company positioned itself as an intermediary that made those standards

achievable for smallholders.

“We see ourselves as a local enabler making global standards achievable for
smallholders” (Diva Rifandi Andana, Tunas Muda Seharapan, 2025).

Overall, the findings indicate that Tunas Muda Seharapan used community trust, local
legitimacy, and contextual translation capability as key sources of advantage in its

business model.

Across the three cases, local embeddedness was consistently associated with stronger
responsiveness, legitimacy, and solution relevance. In MUSA Green, local advantage was
expressed through contextual problem understanding and the adaptation of
technologies to domestic client environments. In Nobu Instruments, embeddedness was
reflected in domestic innovation capability, production control, and the ability to
respond more effectively than imported alternatives. In Tunas Muda Seharapan, local
embeddedness was rooted in community trust, social legitimacy, and the translation of
global sustainability standards into locally workable practices. Although the specific
forms of local advantage differed across the firms, all three cases demonstrate that

proximity to local stakeholders and conditions can function as a valuable strategic



71

resource. These findings suggest that strong local positioning may provide an important

foundation for future reputation building and international development.

4.6 Theme 5: Internationalization through Networks

Across the three cases, internationalization was not primarily described as a process of
independent market entry or large-scale foreign investment. Instead, cross-border
opportunities were closely linked to networks, partnerships, and collaborative
relationships that provided access to markets, knowledge, and credibility. The findings
indicate that, for the studied ESG-enabling SMEs, international development often
occurred through relational pathways that reduced resource constraints and uncertainty.
External actors such as business partners, advisors, buyers, and accelerator networks
played important roles in opening opportunities beyond the domestic market. While the
specific forms of networking differed across the firms, all three cases associated
internationalization with cooperation rather than isolation. This suggests that networks
functioned as an important mechanism through which smaller firms could pursue

international growth and learning.

In MUSA Green, internationalization was strongly associated with opportunities created
through existing business relationships and external innovation networks. Rather than
entering foreign markets independently, the company described cross-border projects
as emerging through collaborations with trusted partners already connected to

international clients.

“One of our existing partners in Indonesia asked us to collaborate to work on
the international projects for the customers outside Indonesia, specifically in
Canada” (Paksi Yudha Sasmita, MUSA Green, 2025).

The findings also indicate that international networks contributed not only to market
access, but also to capability development and strategic learning. Participation in a global
accelerator program provided mentoring and external exposure that could strengthen

the firm’s readiness for broader growth.
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“We joined the Google accelerators... we have the one-on-one session with the
mentors” (Paksi Yudha Sasmita, MUSA Green, 2025).

A further pattern in the case was the willingness to collaborate with external providers
when client needs extended beyond the firm’s internal capabilities. This suggests that

network openness formed part of the company’s broader growth logic.

“We don't need to solve all the problems that our customers have by our own,
but we can also bring the partnership with the other provider” (Paksi Yudha
Sasmita, MUSA Green, 2025).

Overall, the findings suggest that MUSA Green pursued internationalization through

partner relationships, external learning networks, and collaborative resource leveraging.

In Nobu Instruments, internationalization was linked to collaborative projects, digital
delivery possibilities, and the strategic need for local partners in foreign markets. Rather
than relying on direct standalone expansion, the company described cross-border

opportunities as emerging through cooperation with external organizations.

“We partnered with edutech company from outside to kind of sell or promote
their online course” (Sonny, Nobu Instruments, 2025).

The findings also indicate that digital capabilities created alternative pathways for
international activity. In software-related work, the participant explained that physical
presence was not always necessary, suggesting that intangible services could be

delivered across borders more flexibly than hardware-based solutions.

“In software development, we don't need to physically attend” (Sonny, Nobu
Instruments, 2025).

At the same time, the company recognized the continued importance of embedded local

partners when entering foreign markets. The participant noted that cross-country
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expansion would likely require collaborators who understood local geography and

context.

“When we talk about cross-country... it seems like we need a partner there who
understand geography and so on” (Sonny, Nobu Instruments, 2025).

Overall, the findings suggest that Nobu Instruments approached internationalization
through collaborative market access, digitally enabled service delivery, and partner-

supported entry strategies.

In Tunas Muda Seharapan, internationalization was strongly associated with diverse
external networks that connected the firm’s local activities to global stakeholders and
expectations. The participant described the organization as working with several

international actors, including non-governmental, advisory, and buyer organizations.

“Our key partners are a Japanese environmental NGO, a Singapore-based tech
advisor, and a few European buyers” (Diva Rifandi Andana, Tunas Muda
Seharapan, 2025).

The findings further indicate that these relationships provided more than transactional
opportunities. International networks also functioned as channels for learning, helping

the firm align domestic operations with evolving global sustainability standards.

“These networks keep us updated and ensure our local work aligns with global
expectations” (Diva Rifandi Andana, Tunas Muda Seharapan, 2025).

A further pattern in the case was a deliberate preference for collaborative growth rather
than direct foreign expansion. The participant explained that future international

development would be considered primarily through partnerships.

“We’ll consider it but always through collaboration, not direct expansion” (Diva
Rifandi Andana, Tunas Muda Seharapan, 2025).
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Overall, the findings suggest that Tunas Muda Seharapan pursued internationalization
through relationship networks, external knowledge exchange, and collaboration-based

growth pathways.

Across the three cases, internationalization was consistently pursued through networks
and collaborative relationships rather than through resource-intensive standalone
expansion. In MUSA Green, foreign opportunities emerged through trusted domestic
partners and participation in external accelerator networks. In Nobu Instruments,
internationalization was associated with project-based collaborations, digitally enabled
delivery, and the anticipated need for local foreign partners. In Tunas Muda Seharapan,
international development was embedded in relationships with international NGOs,
advisors, and buyers that also supported learning and standards alignment. Although the
specific pathways differed across the firms, all three cases demonstrate that networks
can reduce barriers, expand opportunity recognition, and provide access to knowledge
beyond the domestic market. These findings suggest that collaborative networks
function as an important strategic pathway through which ESG-enabling SMEs can

internationalize under resource constraints.

4.7 Theme 6: International Learning and Capability Upgrading

Across the three cases, international exposure was associated not only with market
opportunities, but also with internal learning and capability development. The findings
indicate that relationships with foreign partners, international clients, and global support
networks encouraged the firms to improve systems, strengthen professional practices,
and upgrade technological capabilities. Rather than treating internationalization solely
as geographic expansion, the cases suggest that cross-border interaction also functioned
as a developmental process that enhanced organizational readiness and long-term
competitiveness. While the specific learning outcomes differed across the firms, all three
cases linked international engagement to some form of internal improvement. This
suggests that internationalization can serve as an important catalyst for capability

upgrading in ESG-enabling SMEs.
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In MUSA Green, international learning was closely linked to participation in external
innovation networks and exposure to cross-border projects. The company described
joining a global accelerator program where direct mentoring sessions were provided,
suggesting that international networks contributed to managerial learning and strategic

capability development.

“We joined the Google accelerators... we have the one-on-one session with the
mentors” (Paksi Yudha Sasmita, MUSA Green, 2025).

The findings also indicate that involvement in international projects created practical
experience beyond the domestic market. By collaborating on projects for clients outside
Indonesia, the firm was exposed to broader operational expectations and more diverse

business environments.

“One of our existing partners in Indonesia asked us to collaborate to work on
the international projects for the customers outside Indonesia, specifically in
Canada” (Paksi Yudha Sasmita, MUSA Green, 2025).

A further pattern was the willingness to work with external providers when required
capabilities were not fully available internally. This suggests that learning and upgrading

also occurred through collaborative resource combination.

“We don't need to solve all the problems that our customers have by our own,
but we can also bring the partnership with the other provider” (Paksi Yudha
Sasmita, MUSA Green, 2025).

Overall, the findings suggest that MUSA Green strengthened its capabilities through
mentoring networks, international project exposure, and collaborative learning with

external partners.

In Nobu Instruments, international learning and capability upgrading were reflected in

the strengthening of professional processes and the pursuit of more advanced
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technological solutions. The participant explained that foreign collaboration
environments were perceived as more transparent, suggesting that external market
experience provided useful benchmarks for how projects could be managed more

efficiently.

“More transparent. That's right.” (Sonny, Nobu Instruments, 2025).

The findings also indicate that trust from international partners was supported through
structured reporting routines. By maintaining weekly reports for external collaborators,
the firm developed communication practices that reinforced professionalism and

stakeholder confidence.

“We have weekly report to them. So, they, | think, have trust to us.” (Sonny,
Nobu Instruments, 2025).

A further dimension of upgrading was future-oriented technological development. The
participant emphasized the need to integrate artificial intelligence into existing loT
solutions in order to provide predictive maintenance and stronger decision-support

functions.

“We have to have integration with Al, to provide predictive maintenance,
decision making, and so on.” (Sonny, Nobu Instruments, 2025).

Overall, the findings suggest that Nobu Instruments used international exposure as a
stimulus for stronger professional routines, stakeholder management practices, and

continued technological upgrading.

In Tunas Muda Seharapan, international learning and capability upgrading were strongly
driven by interactions with foreign partners and external expectations. The participant
explained that the firm’s reports were reviewed by an international stakeholder for the

first time, creating pressure to improve internal systems and reporting quality.
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“It was the first time our reports were reviewed by a foreign partner, and it
pushed us to improve our systems” (Diva Rifandi Andana, Tunas Muda
Seharapan, 2025).

The findings further indicate that external demands accelerated digital transformation
and workforce development. In response to international requirements, the

organization strengthened its data practices and invested in staff capability building.

“It forced us to digitalize and train our staff in data management” (Diva Rifandi
Andana, Tunas Muda Seharapan, 2025).

A further pattern in the case was the internal adoption of more structured professional
routines learned through external relationships. This suggests that international

engagement influenced not only technical systems, but also managerial practices.

“We learned to apply that structure internally” (Diva Rifandi Andana, Tunas
Muda Seharapan, 2025).

Overall, the findings suggest that Tunas Muda Seharapan upgraded its capabilities
through external scrutiny, digitalization pressures, and the internalization of more

advanced organizational practices.

Across the three cases, internationalization was consistently associated with internal
learning and capability upgrading rather than with market expansion alone. In MUSA
Green, external networks and international projects contributed to mentoring, broader
exposure, and collaborative learning. In Nobu Instruments, international experience
supported stronger professional routines, stakeholder communication practices, and
future technological ambitions. In Tunas Muda Seharapan, foreign stakeholder
expectations encouraged system improvements, digitalization, and the adoption of more
structured managerial processes. Although the specific learning outcomes differed
across the firms, all three cases demonstrate that cross-border engagement can

strengthen internal capabilities and organizational readiness. These findings suggest that
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internationalization functions not only as a growth pathway, but also as a developmental

mechanism for ESG-enabling SMEs operating under resource constraints.

4.8 Theme 7: ESG as Business Value Driver

Across the three cases, ESG was not described solely as a matter of compliance, ethics,
or external pressure. Instead, ESG-related activities were consistently associated with
practical business value for both the firms themselves and their stakeholders. The
findings indicate that sustainability-oriented solutions could improve efficiency, reduce
risks, strengthen competitiveness, and create new growth opportunities. Rather than
viewing ESG as a cost burden, the studied firms linked it to tangible economic and
strategic benefits. While the specific forms of value creation differed across the cases,
all three firms presented ESG as something that could support stronger performance and
future development. This suggests that ESG functioned not only as a responsibility

agenda, but also as a driver of business value in ESG-enabling SMEs.

In MUSA Green, ESG was closely associated with the creation of direct business value for
clients. The participant emphasized that sustainability solutions needed to generate
practical benefits within a relatively short time frame rather than being treated as

symbolic initiatives with unclear returns.

“We need to bring the value to them so they can get also the direct benefit for
the company quite fast enough” (Paksi Yudha Sasmita, MUSA Green, 2025).

A further pattern in the case was the link between successful value delivery and future
business growth. The participant explained that creating value for customers would

enable the company to expand its activities over time.

“If we really give value for our customer, we expect that we can do more than
we do today” (Paksi Yudha Sasmita, MUSA Green, 2025).
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Overall, the findings suggest that MUSA Green viewed ESG as a business value
proposition centered on client benefits, practical usefulness, and growth through

customer impact.

In Nobu Instruments, ESG was strongly associated with operational efficiency, risk
reduction, and emerging strategic opportunities. Rather than framing sustainability only
as compliance, the company viewed ESG-related solutions as tools for improving

business processes and strengthening long-term competitiveness.

“We mostly move towards efficiency of business process.” (Sonny, Nobu
Instruments, 2025).

The findings also indicate that ESG technologies were valued for their role in reducing
operational risks. By using loT-based measurement systems, the company believed

clients could identify problems earlier and prevent unwanted incidents.

“We suggest using loT systems to do the measurement. To make the company
able to reduce unwanted risks.” (Sonny, Nobu Instruments, 2025).

A further pattern in the case was the perception of ESG as a new growth space for
smaller technology firms. The participant described the broader ESG agenda as a positive

opportunity for the company’s future development.

“The issue of ESG is also a fresh wind for companies like Nobu.” (Sonny, Nobu
Instruments, 2025).

Overall, the findings suggest that Nobu Instruments viewed ESG as a source of efficiency

gains, operational resilience, and future market opportunity.

In Tunas Muda Seharapan, ESG was closely associated with productivity improvement,

stakeholder competitiveness, and practical environmental gains. The participant
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explained that adoption increased when stakeholders could clearly observe concrete

economic benefits from sustainability practices.

“Once people saw real benefits lower fertilizer costs, better yields they became
interested.” (Diva Rifandi Andana, Tunas Muda Seharapan, 2025).

The findings also indicate that sustainability became easier to accept when it was linked
to stronger productivity outcomes. Rather than treating ESG as an external obligation,
stakeholders were more willing to adopt new practices when they supported day-to-day

performance.

“Once they realize sustainability increases productivity, adoption becomes
natural.” (Diva Rifandi Andana, Tunas Muda Seharapan, 2025).

A further pattern in the case was the effort to combine economic competitiveness with
environmental protection. This suggests that ESG value was understood as balancing

commercial viability with long-term resource stewardship.

“I wanted to help them stay competitive while protecting the land they depend
on.” (Diva Rifandi Andana, Tunas Muda Seharapan, 2025).

Overall, the findings suggest that Tunas Muda Seharapan viewed ESG as a driver of

productivity, competitiveness, and sustainable local development.

Across the three cases, ESG was consistently framed as a source of business value rather
than as a compliance burden alone. In MUSA Green, ESG created value through direct
client benefits and growth opportunities generated by successful solution delivery. In
Nobu Instruments, ESG was associated with efficiency improvements, risk reduction, and
new strategic market potential. In Tunas Muda Seharapan, ESG generated value through
higher productivity, stronger competitiveness, and more sustainable resource use
among stakeholders. Although the specific benefits differed across the firms, all three

cases demonstrate that sustainability-oriented activities can produce tangible economic
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and strategic outcomes. These findings suggest that ESG functions not only as a
responsibility agenda, but also as a practical value driver for ESG-enabling SMEs and the

stakeholders they serve.

4.9 Theme 8: Resource Constraints, Purpose, and Agility

Across the three cases, business development was shaped not only by opportunities and
capabilities, but also by the practical constraints commonly faced by smaller firms. The
findings indicate that limited human resources, modest organizational scale, and growth
challenges were recurring realities within the studied SMEs. However, these constraints
were not presented solely as disadvantages. Instead, the firms also emphasized flexibility,
faster adaptation, close internal coordination, and purpose-driven commitment as
important strengths. Rather than competing through scale alone, the cases suggest that
smaller organizations can respond through agility, entrepreneurial problem solving, and
efficient use of available resources. This indicates that resource constraints and strategic

advantages can coexist within ESG-enabling SMEs.

In MUSA Green, resource constraints were addressed through adaptive collaboration
and a strong focus on high-value activities. Rather than attempting to solve every client
need internally, the company emphasized the importance of working with external
partners when additional expertise or capabilities were required. This suggests that
growth under limited resources was supported through selective resource leveraging

rather than full internalization.

“We don't need to solve all the problems that our customers have by our own,
but we can also bring the partnership with the other provider” (Paksi Yudha
Sasmita, MUSA Green, 2025).

The findings also indicate that the company prioritized customer impact as a way to use
limited resources effectively. By concentrating on solutions that created clear value, the
firm could strengthen reputation and growth potential without relying on large

organizational scale.
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“If we really give value for our customer, we expect that we can do more than
we do today” (Paksi Yudha Sasmita, MUSA Green, 2025).

A further pattern in the case was an entrepreneurial orientation toward opportunity
creation and continuous development. This implies that agility in MUSA Green was

linked to strategic openness, external collaboration, and focused execution.

Overall, the findings suggest that MUSA Green managed resource constraints through

partnership leverage, selective prioritization, and adaptive entrepreneurial action.

In Nobu Instruments, resource constraints were most visible in the firm’s lean
organizational structure. The participant explained that the company operated with a
small core team, suggesting that growth and project delivery had to be managed with

limited internal manpower.

“Nobu is a small team. We are a small company consisting of three people as
the core” (Sonny, Nobu Instruments, 2025).

The findings also indicate that the company responded to these limitations by relying on
external partnerships. Additional collaborators were involved when projects required
broader capacity, allowing the firm to remain flexible without significantly increasing

fixed organizational size.

“We also have several partners when handling projects” (Sonny, Nobu
Instruments, 2025).

A further pattern in the case was the use of external market channels to compensate for
limited internal commercial resources. The participant noted that other companies
supported the marketing of Nobu’s products, indicating that growth could be pursued

through network leverage rather than internal expansion alone.
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“There are other companies that help marketing our products” (Sonny, Nobu
Instruments, 2025).

Overall, the findings suggest that Nobu Instruments managed resource constraints
through a lean structure, partner-supported execution, and externally leveraged market
access.

In Tunas Muda Seharapan, resource constraints were strongly associated with the
challenge of scaling human resources while maintaining service quality. The participant
explained that although the organization had capable people, future growth required

additional talent and capacity.

“Human resources. We have capable people, but scaling requires more” (Diva
Rifandi Andana, Tunas Muda Seharapan, 2025).

The findings also indicate that organizational purpose played an important role in
retaining employees despite resource limitations. The participant noted that many
individuals remained with the organization because they found meaning in the work

being carried out.

“Many stay because they see meaning in the work” (Diva Rifandi Andana, Tunas
Muda Seharapan, 2025).

A further pattern in the case was the strategic advantage of flexibility. Compared with
larger organizations, the firm viewed its smaller size as enabling faster responses and

lower bureaucratic barriers.

“This flexibility helps us respond faster than bigger organizations bound by
bureaucracy” (Diva Rifandi Andana, Tunas Muda Seharapan, 2025).

Overall, the findings suggest that Tunas Muda Seharapan managed resource constraints

through mission-driven retention, agile operations, and adaptive use of human capital.
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Across the three cases, resource constraints were a common feature of organizational
reality, particularly in relation to limited scale, human resources, and growth capacity. In
MUSA Green, these constraints were managed through partnership leverage, selective
prioritization, and entrepreneurial adaptability. In Nobu Instruments, a lean structure
was complemented by external collaborators and partner-supported market access. In
Tunas Muda Seharapan, human resource limitations were balanced through mission-
driven retention and organizational flexibility. Although the specific responses differed
across the firms, all three cases demonstrate that smaller size does not only create
disadvantages, but can also encourage efficient resource use, faster adaptation, and
creative growth strategies. These findings suggest that agility and purposeful resource
management are important strengths for ESG-enabling SMEs operating under

constraints.

Overall, the findings indicate that ESG-enabling SMEs build corporate reputation through
multiple and interconnected mechanisms. Across the three cases, reputation was
associated with distinctive capability development, consistent value creation, trust-
based stakeholder relationships, and the strategic use of local embeddedness.
Internationalization was largely enabled through collaborative networks and also
contributed to internal learning and capability upgrading. At the same time, ESG was
viewed as a source of business value rather than as compliance alone, while resource
constraints were managed through agility, partnerships, and entrepreneurial
adaptability. Taken together, the findings suggest that smaller firms can build strong
reputational positions through capabilities, trust, collaboration, and context-sensitive

growth strategies.
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Table 4. Cross-Case Summary of Findings.

Theme MUSA Green Nobu Tunas Muda Cross-Case
Instruments Seharapan Insight
Theme 1: Integrated loT, | Engineering Community ESG-enabling
ESG-Driven environmental | expertise, trust, SMEs build
Capability expertise, customization, | environmental | reputation
Building consultative controlled expertise, through
problem production, Al- | traceability distinctive
solving, oriented system, capability bundles
system upgrading continuous adapted to their
compatibility internal operating context.
learning
Theme 2: Customer Responsivenes | Reliability, Reputation
Reputation satisfaction, s, repeat word-of-mouth | develops through
through Delivered | visible client orders, reliable | referrals, sustained value
Value benefits, execution, honest creation rather
problem- recurring reporting, than branding
solving partnerships measurable alone.
outcomes results
Theme 3: Accountability | Communicatio | Community Trust is built
Trust and mechanisms, n discipline, legitimacy, through
Transparent customer weekly relational openness,
Communication orientation, reporting, proximity, accountability,
responsible professional transparent and consistent
partnerships conduct, client | evidence- stakeholder
involvement sharing communication.
Theme 4: Localized Domestic Community Local
Local solutions, innovation legitimacy, embeddedness
Embeddedness as | client identity, local trust-based functions as a
Advantage proximity, production access, strategic resource
contextual control, translation of
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problem

understanding

responsiveness
to unmet

needs

global
standards

locally

rather than a

growth limitation.

Theme 5: Partner-led Cross-border International Networks enable

Internationalizatio | foreign collaboration, NGOs, buyers, internationalizatio

n through projects, digital service | advisors, n by reducing

Networks accelerator potential, collaboration- barriers and
networks, need for local | first expansion | expanding
collaborative foreign logic opportunity
delivery partners access.

Theme 6: Mentoring, Stronger Improved Internationalizatio

International international professional systems, nalsoactsasa

Learning and project routines, digitalization, learning

Capability exposure, structured imported mechanism that

Upgrading collaborative reporting, Al managerial strengthens
learning upgrading practices internal

ambition capabilities.

Theme 7: Direct client Efficiency Productivity ESG creates

ESG as Business value, gains, risk gains, tangible

Value Driver business reduction, stakeholder economic and
benefits, strategic competitivenes | strategic value
growth market s, sustainable beyond
through opportunities local compliance
customer development requirements.
impact

Theme 8:
Resource
Constraints,
Purpose, and

Agility

Partnership
leverage,
selective
prioritization,
entrepreneuri

al adaptability

Lean structure,
partner-
supported
execution,
externally
leveraged

market access

Mission-driven
retention,
flexibility,
adaptive use of

human capital

Resource
constraints can
coexist with
agility, creativity,
and efficient

growth strategies.
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5 Discussion

5.1 Discussion of Main Findings

The findings indicate that distinctive capabilities were central to how the studied firms
built and sustained their competitive positions. Across the three cases, capabilities took
different forms, including technological integration in MUSA Green, engineering
customization in Nobu Instruments, and socio-technical coordination in Tunas Muda
Seharapan. This supports the Resource-Based View, which argues that firms create
advantage through resources and capabilities that are strategically valuable and
effectively deployed (Barney, 1991). In the present study, such capabilities were not
limited to tangible technologies, but also included adaptive expertise, trust-based
relationships, and contextual problem-solving competence. These findings suggest that
ESG-enabling SMEs can compete not through scale alone, but through distinctive

capability bundles that fit their operating environments.

The findings further suggest that these capabilities were closely connected to corporate
reputation because they generated visible value for stakeholders. Rather than treating
reputation as a product of communication alone, the three firms associated positive
external evaluations with useful solutions, reliable execution, and measurable outcomes.
This interpretation is consistent with prior research showing that sustainability-oriented
capabilities can strengthen organizational performance, stakeholder trust, and
reputational outcomes (Do et al., 2025). It also supports the view that sustainability has
become an increasingly important strategic consideration for firms seeking
competitiveness and international growth (Chabowski et al., 2025). Therefore, the study
suggests that for ESG-enabling SMEs, reputation is strengthened when distinctive

capabilities are repeatedly translated into stakeholder value.

The findings further indicate that trust and transparent communication were central
mechanisms through which the studied firms developed and maintained stakeholder

relationships. Across the three cases, trust was associated with accountability, regular
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reporting, openness, and responsible conduct rather than with symbolic claims alone.
This interpretation is consistent with stakeholder theory, which views business as a set
of relationships among groups that have a stake in organizational activities and outcomes
(Parmar et al., 2010). From this perspective, managerial responsibility extends beyond
internal operations to the active management of stakeholder relationships in ways that
create mutual value (Parmar et al., 2010). The present findings suggest that ESG-enabling
SMEs operationalized this logic through everyday practices such as client communication,
transparent evidence-sharing, and responsiveness to stakeholder concerns. In this sense,
trust appears not merely as a relational outcome, but as a strategic asset that supports

reputation, collaboration, and long-term continuity.

The findings also suggest that local embeddedness strengthened stakeholder trust
because it improved contextual understanding and relationship quality. In the three
cases, proximity to local stakeholders enabled the firms to identify client needs more
accurately, respond to domestic market realities, and gain legitimacy within their
operating environments. This supports the argument that managers cannot attend
equally to all stakeholder claims and must prioritize those viewed as most salient
(Mitchell et al., 1997). In emerging-market contexts, local actors often possess legitimacy,
urgency, or practical influence, making them strategically important stakeholder groups.
The findings further align with the network perspective of internationalization, which
emphasizes coordination through relationships rather than isolated firm action (Vahlne
& Johanson, 2013). For the studied firms, strong local positioning did not limit growth
potential. Instead, it created a relational foundation from which broader collaboration
and future international opportunities could emerge. Moreover, in institutional
environments where sustainability standards may be interpreted inconsistently, local
knowledge and trusted relationships become even more valuable for translating ESG

expectations into workable practices (Setyowati, 2020).

The findings indicate that internationalization among the studied firms was pursued

primarily through collaborative networks rather than through resource-intensive
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standalone expansion. Across the three cases, foreign opportunities emerged through
partner referrals, cross-border collaborations, international buyers, and external support
ecosystems. This supports prior research on born global firms, which argues that smaller
firms often lack the resources required for conventional international expansion and
therefore rely on alternative governance structures, close relationships, and network
partners to grow internationally (Gabrielsson & Kirpalani, 2004). The present findings
reinforce this logic, as none of the firms described internationalization as dependent on
large-scale physical presence or heavy foreign investment. Instead, relationships
functioned as mechanisms for reducing uncertainty, accessing markets, and enhancing
credibility. This interpretation also aligns with the network-based view of
internationalization, which emphasizes coordination through relationships rather than
isolated firm action (Vahlne & Johanson, 2013). Therefore, the study suggests that for
ESG-enabling SMEs, internationalization is often a relational process in which strategic

networks substitute for formal scale and resource abundance.

The findings further suggest that internationalization created developmental benefits
beyond market access alone. Across the cases, relationships with foreign partners,
international clients, and external ecosystems contributed to stronger reporting systems,
digitalization, managerial learning, and future-oriented capability upgrading. This
supports the argument that international expansion should be understood not only as
geographic growth, but also as an organizational learning process shaped by uncertainty,
adaptation, and evolving capabilities (Vahlne & Johanson, 2013). The results are also
consistent with evidence that digitally enabled and network-supported firms can expand
their international reach while simultaneously strengthening internal capabilities
(Gabrielsson & Gabrielsson, 2011). In the present study, international exposure
encouraged firms to professionalize routines, adopt new technologies, and respond to
higher external expectations. Moreover, because sustainability challenges often extend
across borders, international engagement may create additional incentives for firms to
transfer, adapt, and refine ESG-related business models in different contexts (Chabowski

et al.,, 2025). Therefore, the findings suggest that for ESG-enabling SMEs,
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internationalization functions not only as a growth pathway, but also as a catalyst for

continuous capability development.

The findings also indicate that the studied firms operated under constraints commonly
associated with smaller enterprises, particularly in relation to limited human resources,
modest organizational scale, and capability gaps. This is consistent with prior research
showing that many SMEs, especially in emerging economies, face significant barriers in
sustainability implementation due to limited resources, lack of expertise, and complex
reporting demands (OECD, 2025). However, the present study suggests that such
constraints did not function solely as disadvantages. Across the three cases, smaller size
was also linked to flexibility, faster decision making, selective prioritization, and the
strategic use of partnerships to access complementary resources. This supports the view
that SMEs possess important agility and innovation potential that can contribute to
sustainability transitions and market responsiveness (OECD, 2025). The findings further
align with research on born global firms, which argues that resource-constrained firms
often rely on alternative governance structures, close relationships, and network
partners to overcome capability limitations and pursue growth (Gabrielsson & Kirpalani,
2004). In addition, the role of purpose-driven commitment in one of the cases suggests
that non-financial motivations may help smaller firms retain talent and sustain effort
despite structural limitations. Therefore, the study indicates that for ESG-enabling SMEs,
resource scarcity can coexist with strategic agility, adaptive collaboration, and

entrepreneurial resilience.

5.2 Theoretical Implications

This study offers several implications for the Resource-Based View by showing that
valuable resources in ESG-enabling SMEs extend beyond traditional tangible assets or
proprietary technologies. Across the three cases, competitive strength was associated
with broader capability configurations that included adaptive expertise, stakeholder-
oriented problem solving, trust-based relationships, contextual market knowledge, and

the ability to integrate sustainability solutions into client operations. These findings
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reinforce the RBV argument that firm-specific resources and capabilities can become
important sources of advantage when they improve effectiveness and are not easily
replicated by competitors (Barney, 1991). However, the study also extends this
perspective by highlighting that in smaller sustainability-oriented firms, strategic
resources are often relational and process-based rather than asset-heavy. In addition,
the findings suggest that corporate reputation itself should be understood as a
capability-related outcome that emerges when firms repeatedly convert internal
competencies into visible stakeholder value. The cases further indicate that agility,
partnership leverage, and international learning can strengthen resource positions over
time, suggesting that valuable resources are not only possessed, but also continuously
developed through adaptation and collaboration. Therefore, the study contributes to
RBV by illustrating how resource advantage in ESG-enabling SMEs is built through

dynamic combinations of capabilities, relationships, and learning processes.

This study also contributes to Stakeholder Theory by showing that stakeholder
relationships are not only external pressures that firms must respond to, but active
sources of reputation formation, capability development, and growth opportunities.
Across the three cases, trust was strengthened through transparent communication,
accountability, responsiveness, and the consistent delivery of value to clients and other
stakeholders. These findings support the stakeholder perspective that firms create value
through managing relationships with groups that have a stake in organizational activities
and outcomes (Parmar et al., 2010). At the same time, the study extends this view by
demonstrating that for ESG-enabling SMEs, stakeholder trust can function as a strategic
resource that enables collaboration, referrals, repeated business, and broader market
access. The findings further show that stakeholder importance was shaped by context,
as local communities, domestic clients, regulators, and strategic partners often held
particularly salient positions in influencing firm legitimacy and opportunities. This is
consistent with the argument that managers must prioritize stakeholder claims based on
differences in salience rather than treat all stakeholders equally (Mitchell et al., 1997).

Therefore, the study contributes to Stakeholder Theory by illustrating how trust, local
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legitimacy, and stakeholder prioritization become central mechanisms through which

smaller firms build reputation and pursue growth.

This study further contributes to the emerging literature on ESG, SMEs, and
internationalization by focusing on ESG-enabling SMEs as a distinct but underexplored
category of firms. Much existing research examines how companies adopt ESG practices
internally, yet less attention has been given to smaller firms whose core role is to help
other organizations implement sustainability solutions, monitoring systems, reporting
processes, or environmentally oriented innovations. The findings suggest that these
firms do not participate in sustainability transitions only through their own internal
practices, but also through the capabilities and services they provide to wider business
ecosystems. In addition, the study shows that internationalization for such firms may
follow collaborative and capability-based pathways rather than traditional large-scale
expansion models. Foreign growth opportunities were associated with networks,
partnerships, referrals, and knowledge exchange, while international engagement also
supported internal upgrading and learning. These findings support recent arguments
that sustainability has become an increasingly important strategic consideration in
international business and that firms must adapt their business models across different
market contexts (Chabowski et al., 2025). Therefore, the study extends current
understanding by positioning ESG-enabling SMEs as important intermediaries that
simultaneously support sustainability diffusion, build corporate reputation, and develop

international opportunities through relational and knowledge-based strategies.

5.3 Managerial Implications

The findings provide several implications for managers and founders of ESG-enabling
SMEs. First, corporate reputation should not be approached primarily as a branding
exercise, but as an outcome of consistently delivering valuable solutions to stakeholders.
Across the cases, positive evaluations were linked to reliability, responsiveness,
measurable results, and the ability to solve client problems effectively. Managers should

therefore prioritize capability development in areas such as technical expertise, service
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quality, stakeholder communication, and adaptive problem solving, as firm-specific
capabilities are important drivers of competitive advantage (Barney, 1991). Second,
trust-building practices such as transparency, regular communication, and accountability
should be embedded in everyday operations rather than treated as occasional
promotional activities, since stakeholder relationships are central to long-term value
creation (Parmar et al., 2010). Third, smaller firms should recognize that limited scale
does not necessarily prevent competitive success. Agility, close customer relationships,
and the strategic use of partnerships can allow SMEs to compete effectively against
larger organizations. Overall, the findings suggest that reputation in ESG-enabling SMEs
is most sustainably built through operational excellence, stakeholder trust, and

continuous capability improvement.

The findings also provide implications for managers seeking international growth. Rather
than assuming that expansion requires immediate large-scale foreign investment or
extensive physical presence, the cases suggest that internationalization can begin
through collaborative and lower-risk pathways. Partnerships, referrals, international
clients, accelerators, and professional networks were important channels through which
foreign opportunities emerged. Managers of ESG-enabling SMEs may therefore benefit
from treating relationship-building as a core internationalization capability. This includes
developing credible partnerships, maintaining professional communication standards,
and building visibility within relevant industry ecosystems. The findings further indicate
that international engagement should be viewed not only as a route to new markets, but
also as an opportunity for organizational learning. Exposure to foreign stakeholders can
encourage stronger systems, improved reporting routines, digital upgrading, and
broader strategic thinking. Overall, managers should approach internationalization as a
gradual process of network expansion, capability upgrading, and opportunity

development rather than only as geographic market entry (Vahlne & Johanson, 2013).

The findings also generate implications for policymakers, industry associations,

accelerators, and other support organizations involved in SME development. The studied
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cases suggest that ESG-enabling SMEs can play an important role in helping wider
business communities adopt sustainability practices, improve monitoring systems, and
respond to evolving stakeholder expectations. Supporting these firms may therefore
create multiplier effects that extend beyond the focal enterprise itself. Public and private
support programs should consider providing easier access to training, technical
mentoring, market linkage opportunities, and international networking platforms
tailored to smaller sustainability-oriented firms. In addition, regulatory and reporting
requirements should be designed with awareness of SME resource limitations, as
excessive complexity may slow innovation and participation (OECD, 2025). Ecosystem
actors can also strengthen SME growth by facilitating collaboration between smaller
firms, larger corporations, investors, and public institutions. Overall, the findings suggest
that enabling ESG-enabling SMEs is not only a firm-level issue, but also a broader

ecosystem and policy opportunity.

5.4 Limitations of the Study

This study should be interpreted in light of several methodological limitations. First, the
research adopted a qualitative multiple case study design involving three firms, which
was appropriate for generating in-depth understanding of how ESG-enabling SMEs build
corporate reputation in internationalization contexts. However, the small number of
cases means that the findings are contextually grounded rather than statistically
generalizable to wider populations of SMEs. The purpose of the study was analytical
insight rather than broad numerical representativeness. In addition, case study findings
are influenced by the specific characteristics of the selected firms, including their
industries, developmental stages, and strategic orientations. As a result, other ESG-
related SMEs may experience different reputational or internationalization pathways.
Nevertheless, the design remains valuable for exploring complex processes and

generating theory-informed understanding of an underexplored phenomenon.

Second, the study relied primarily on semi-structured interviews with key informants

from each case firm, supported by selected secondary materials. Although this approach
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provided rich and relevant insights, interview-based data may be affected by subjective
interpretation, selective recall, or the desire of participants to present their organizations
in a positive manner. As senior representatives of their firms, the participants were well
positioned to discuss strategic issues, yet their views may not fully reflect the
perspectives of other internal employees, clients, regulators, or external stakeholders.
In addition, the study captured perceptions at a particular point in time rather than over
an extended period. Consequently, changes in reputation, capability development, or
internationalization processes could not be observed longitudinally. These limitations do
not invalidate the findings, but they suggest that the results should be understood as

informed managerial perspectives rather than exhaustive organizational accounts.

Third, the scope of the study was intentionally focused on Indonesian ESG-enabling SMEs
operating in selected sustainability-related service contexts. This narrow scope
supported contextual depth and relevance, but it also limits the transferability of the
findings to other national environments, sectors, or types of organizations. Institutional
conditions, stakeholder expectations, and internationalization opportunities may differ
substantially across countries and industries. Similarly, larger firms or SMEs that adopt
ESG practices internally rather than provide ESG-enabling services may face different
strategic dynamics. The study also concentrated on the relationship between ESG,
corporate reputation, and internationalization, meaning that other potentially relevant
outcomes such as financial performance, innovation outputs, or employee well-being
were not examined in depth. Therefore, the conclusions of this research are most

applicable to contexts that share similar characteristics with the cases investigated.

5.5 Suggestions for Future Research

Future research could extend this study by examining a larger number of ESG-enabling
SMEs across different industries and national contexts. While the present research
provides in-depth insights from three Indonesian cases, broader samples would allow
scholars to explore whether similar patterns of capability development, reputation

building, and internationalization emerge in other environments. Comparative studies
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between emerging and developed economies may be particularly valuable, as
institutional conditions, stakeholder expectations, and sustainability regulations can vary
substantially across countries. In addition, future quantitative research could test the
relationships identified in this study, such as the links between ESG-related capabilities,
stakeholder trust, corporate reputation, and international growth outcomes. Such
approaches would complement the qualitative insights developed here and strengthen

the generalizability of knowledge in this area.

Future research may also benefit from adopting longitudinal and multi-stakeholder
approaches. The present study captured managerial perspectives at a particular point in
time, whereas reputation building and internationalization are dynamic processes that
evolve over time. Longitudinal studies could therefore examine how ESG-enabling SMEs
develop capabilities, respond to stakeholder expectations, and build reputational
positions across different stages of growth. In addition, future studies could incorporate
perspectives from clients, employees, regulators, investors, or community stakeholders
to provide a more comprehensive understanding of how reputation is formed and
evaluated. Comparing internal managerial views with external stakeholder perceptions
would offer valuable insight into whether intended reputational strategies are
recognized and trusted by relevant audiences. Such approaches would deepen

understanding of reputation as an interactive and evolving phenomenon.

Future studies could further explore additional variables and emerging themes that were
beyond the primary scope of this thesis. For example, researchers may examine how
ESG-enabling SMEs influence client sustainability performance, innovation outcomes,
financial resilience, or employee engagement. The growing importance of digital
technologies also suggests opportunities to investigate the role of artificial intelligence,
data analytics, and digital platforms in scaling ESG-related services and strengthening
international competitiveness. In addition, future research could analyze how public
policy, reporting frameworks, and support ecosystems shape the growth trajectories of

smaller sustainability-oriented firms. As sustainability expectations continue to evolve
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globally, ESG-enabling SMEs are likely to become increasingly important actors in
business ecosystems. Continued research in this area would therefore contribute to both

academic knowledge and practical development.
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6 Conclusions

6.1 Summary of Findings

This thesis examined how ESG-enabling SMEs build corporate reputation in the context
of internationalization through a multiple case study of three Indonesian sustainability-
oriented firms: MUSA Green, Nobu Instruments, and Tunas Muda Seharapan. The study
found that corporate reputation was built through multiple and interconnected
mechanisms rather than through communication or branding alone. Across the cases,
reputation was strongly associated with distinctive capability development, including
technological expertise, adaptive problem solving, customization, trust-based
relationships, and contextual market knowledge. These capabilities became
reputationally valuable when they were translated into visible stakeholder benefits such

as reliability, efficiency, responsiveness, and measurable sustainability outcomes.

The findings also showed that trust and stakeholder relationships were central to
reputation formation. Transparency, accountability, regular communication, and
consistent value delivery strengthened confidence among clients, partners, and wider
stakeholders. In addition, local embeddedness emerged as an important strategic
advantage, as close understanding of domestic contexts enabled the firms to respond
more effectively to stakeholder needs and build legitimacy within their operating

environments.

Regarding internationalization, the study found that expansion was pursued mainly
through collaborative networks rather than through resource-intensive standalone
growth. Partnerships, referrals, foreign clients, and external ecosystems created access
to opportunities, while international engagement also contributed to learning, stronger
systems, and capability upgrading. Finally, although the firms faced constraints related
to scale and resources, these limitations were balanced through agility, entrepreneurial

adaptability, and the strategic use of partnerships.
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Overall, the study concludes that ESG-enabling SMEs build corporate reputation in
internationalization by combining distinctive capabilities, trusted stakeholder
relationships, locally grounded legitimacy, collaborative network strategies, and

continuous adaptation under resource constraints.

6.2 Final Contributions to the Study

This study makes several contributions to research and practice. First, it extends
understanding of corporate reputation by showing that, in smaller sustainability-
oriented firms, reputation is built primarily through capability-based value creation,
trusted relationships, and consistent stakeholder outcomes rather than through formal
scale or brand visibility alone. Second, it contributes to the Resource-Based View and
Stakeholder Theory by illustrating how capabilities, trust, local legitimacy, and adaptive
collaboration interact in shaping competitive strength and reputational development.
Third, it highlights ESG-enabling SMEs as an important but underexplored category of
firms that support wider sustainability transitions through the services, technologies,

and expertise they provide to other organizations.

From a practical perspective, the study suggests that managers of ESG-enabling SMEs
should prioritize capability development, stakeholder trust, and collaborative growth
strategies, while policymakers and support ecosystems should recognize the multiplier
role these firms can play in advancing sustainability adoption. As ESG expectations
continue to expand globally, smaller enabling firms may become increasingly significant

actors in both domestic and international business ecosystems.

Overall, this thesis demonstrates that even resource-constrained SMEs can build strong
reputational positions when they convert specialized capabilities and stakeholder trust

into meaningful value across markets.
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Appendix 1. Interview Guide
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How were these
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developed or
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Future Outlook
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initiatives across
countries?

How do you
overcome
constraints such as
limited resources,
differing standards,
or stakeholder
skepticism?

What opportunities
have emerged from
your ESG
engagement?

How do you see ESG
trends evolving in
your industry over
the next five years?
How is your firm
preparing for future

stakeholder RBV +
i Stakeholder
expectations or ESG
regulations? (forward-
' . looking)
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are managed.

SMEs often
compensate for
limited resources
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Explore how future
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trends influence
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connects ESG
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