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ABSTRACT

With a focus on the mediating roles of technological innovation and human capital development, this study examines how
environmental, social, and governance (ESG) sustainability variables affect long-term economic growth in Ghana. The study is
guided by the Human Capital Theory. The World Development Indicators (WDI) is the source of the secondary data used. The study
adopted quantitative research design using partial least squares structural equation modeling (PLS-SEM) in examining the
relationships between technological innovation, human capital development, economic growth, and ESG variables. According to
the analysis, governance factors significantly affect Ghana's economic growth, whereas social and environmental factors have little
discernible direct influence. However, the study revealed that technological innovation and the human capital development serve as
indirect drivers of economic growth, underscoring the importance of these mediating variables in the Ghanaian context. The
government of Ghana is advised to create governance frameworks, promote the incorporation of ESG principles into corporate
operations, and allocate funds for technological innovation, healthcare, and education. Enhancing governance frameworks,
incorporating social and environmental considerations into economic plans, and creating an environment that supports
technological innovation should be top priorities for policymakers. By highlighting the critical role that governance plays in the
economic development of developing countries, this study adds to the body of literature, the impact of ESG sustainability on
economic growth in Ghana with human capital development and technological development as mediating factors.
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I. INTRODUCTION

The conversation around corporate responsibility and sustainable development has moved more and more
toward environmental, social, and governance (ESG) challenges. Stakeholders, such as governments, corporations, and
shareholders, understand the importance of ESG sustainability for risk management, competitive strategy, and moral
corporate conduct (Gallbreath, 2013). The importance of ESG sustainability has been studied for more than 35 years in
academic literature, with an emphasis on its applicability and quality in promoting sustainable economic growth (Eccles
et al., 2011).

A number of corporate scandals, the growing effects of climate change, and the fallout from the global financial
crisis have all contributed to the recent spike in the importance of ESG on a worldwide scale. Politicians, investors, and
academics have focused more on ESG sustainability as a result of these developments, highlighting the importance of
these issues for both ethical and prospective long-term economic growth. Recognizing the importance of ESG in
reducing risks and improving societal value, investors and organizations around the world are pushing for business
contributions to sustainable development (Wang et al, 2016; van Duuren et al, 2016).

The discussion of ESG has become more prevalent in Africa as a result of the continent's particular potential
and problems. Africa has a rapidly urbanizing population, abundant natural resource endowments, and a changing
economic landscape. But these same factors also result in problems with governance, social inequality, and
environmental damage. In order to reconcile economic growth with the demands of social justice, environmental
sustainability, and robust governance frameworks, ESG concerns are essential in Africa. The United Nations Sustainable
Development Goals (SDGs), which prioritize equitable and sustainable development, are increasingly viewed as
achievable with the integration of ESG into African economies (UN, 2015).

With a specific focus on Ghana, a nation dedicated to the SDGs and striving for a middle-income economy, the
integration of ESG considerations into its economic structure is especially urgent. Ghana's long-term viability is
threatened by environmental problems like deforestation, deterioration brought on by mining, and waste management
problems. The advancement of human capital via social inclusion, healthcare, and education continues to be a top focus.
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In order to create a climate that is favorable to economic activity and sustained growth, governance in Ghana, which
includes the rule of law, anti-corruption measures, and institutional efficiency, is essential (Acheampong, 2019).

With these reasons in mind, this study investigates how ESG factors affect Ghana's economic growth, focusing
especially on the mediating functions of technological innovation and human capital development. The study intends to
advance knowledge of how ESG integration might promote sustainable development in developing nations like Ghana
by examining these links.

1.1 Statement of the Problem

Even with the growing body of research on the relationship between ESG sustainability and economic growth,
there is still a significant knowledge gap about the precise mechanisms via which these variables affect Ghana's
sustainable economic development. There is a dearth of comprehensive empirical evidence regarding how ESG factors
drive sustainable economic growth in Ghana (Acheampong et al., 2020; Quartey et al., 2016; Mensah and Ameyaw,
2019; Adusei, 2021), moreover, studies conducted in Africa and internationally have demonstrated the importance of
ESG integration and the positive relationship between ESG factors and financial outcomes (see Nhamo et al., 2018;
Asongu & Odhiambo, 2019; Mabhrinasari et al., 2021; Mensah et al., 2019). however, the literature that is currently
accessible places a lot of emphasis on the direct effects of ESG factors and pays little attention to the intermediary roles
that technological innovation and human capital development play as crucial components. Designing successful policies
and strategies that leverage ESG sustainability to promote sustainable economic growth in Ghana requires an
understanding of the mediating functions. This research looks into how Environmental, Social, and Governance (ESG)
issues affect Ghana's sustainable economic growth, with a particular emphasis on the roles that technological innovation
and human capital development play as mediators.

1.2 Research Objective
i. To evaluate the direct impact of ESG factors on economic growth.
ii. To access the mediating role of human capital development in ESG and Economic Growth
iii. To explore the mediating roles of technological innovation in ESG and Economic Growth

1.3 Research Hypothesis

Ho,;: ESG factors have a significant positive impact on economic growth in Ghana.

Ho;: Human capital development mediates the relationship between ESG factors and economic growth.
Hojs: Technological innovation mediates the relationship between ESG factors and economic growth.

II. LITERATURE REVIEW

2.1 Environmental Factors

Managing natural resources and finding solutions to environmental problems like pollution, climate change, and
biodiversity loss are all part of environmental sustainability. Research has indicated that environmental sustainability
can enhance economic growth through promoting innovation, creating eco-friendly employment opportunities, and
optimizing resource utilization (Sachs, 2015; Barbier, 2019). Sustainable agriculture practices and renewable energy
initiatives, for example, have the potential to significantly accelerate economic growth in Ghana (Acheampong et al.,
2020).

2.1.1 Social Factors

Human rights, labor standards, community development, and social inclusion are examples of social aspects.
By improving social cohesiveness, health, and education, social sustainability can accelerate economic growth (Ostrom,
2009; Stiglitz et al., 2010). According to Aryeetey and Baah-Boateng (2016), social investments in healthcare, education,
and social security programs are essential to building a productive and inclusive society in Ghana.

2.1.2 Governance Factors

The institutions and procedures that guarantee ethical behavior, accountability, and openness in both the public
and private sectors are referred to as governance considerations. According to Kaufmann et al. (1999) and Acemoglu &
Robinson (2012), good governance can increase economic growth by promoting a predictable and stable business
environment, reducing corruption, and promoting efficient resource allocation. Long-term economic progress in Ghana
depends on governance reforms that increase public sector efficiency and reduce corruption (Owusu et al., 2019).
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2.1.3 Sustainable Economic Growth in Ghana

Ghana's economy needs to grow sustainably, which means taking into account social, economic, and
environmental issues. Studies have shown that inclusive policies, robust infrastructure, and a diverse economy are
necessary for long-term economic sustainability (Aryeetey et al., 2017; IMF, 2019). Achieving these objectives requires
the application of ESG principles since they guarantee environmental sustainability, encourage social justice, and
encourage responsible investing.

2.1.4 Mediating Role of Human Capital Development and Technological Innovation

Human Capital Development: Economic development depends on the development of human capital, which
includes health, education, and training. Investing in human capital boosts productivity, innovation, and economic
resilience, according to empirical evidence. To build a skilled and healthy labor force that can sustain long-term growth,
Ghana must prioritize improving educational outcomes, growing its vocational training programs, and addressing health
disparities (Quartey et al., 2016).

Technological Development: Technological innovation boosts productivity, creates new industries, and raises
people's standards of living, all of which contribute to economic growth. Using new technology can lead to more
productivity, reduced expenses, and the creation of new goods and services (Romer, 1990; Acemoglu, 2002). Long-term
economic success in Ghana depends on creating a climate that encourages technological innovation, as shown by
investments in R&D, digital infrastructure, and laws that are supportive of the sector.

2.2 Empirical Review

Studies based on empirical data from throughout the world have shown that ESG factors positively affect
economic growth. For instance, (Clark et al., 2015) found that companies with strong ESG performance perform better
financially and have reduced risk. According to Friede et al. (2015), there is a positive correlation between ESG criteria
and the financial performance of businesses. This highlights the significance of sustainable practices in creating long-
term value creation. Eccles et al. (2014) found that over time, businesses with robust sustainability standards
outperformed their rivals in terms of accounting metrics and stock market performance. In a similar vein, ESG
integration enhances financial performance, according to a meta-analysis conducted by Busch and Lewandowski (2018),
supporting the business case for sustainability.

The connection between ESG concerns and economic growth has been the subject of numerous studies
conducted in Africa. The importance of ESG components in supporting sustainable development in Africa was examined
by (Nhamo et al., 2018), who emphasized the necessity of integrating ESG considerations into national development
plans. Additionally, study by Asongu and Odhiambo (2019) emphasized the necessity of social investments and sound
governance for Africa's long-term economic success. (Mahrinasari et al., 2021) looked into how ESG disclosures
affected business value in the African context and came to the conclusion that they did, especially in sectors of the
economy that are sensitive to social and environmental issues.

Empirical studies on how ESG sustainability affect economic growth are becoming more and more popular in
Ghana. (Acheampong et al., 2020) looked into the role that environmental sustainability plays in economic development,
highlighting the role that sustainable agriculture and renewable energy can play in accelerating growth. Additionally,
(Quartey et al., 2016) discovered that fostering inclusivity and economic resilience in Ghana requires a focus on human
capital development and financial inclusion. Additionally, (Mensah and Ameyaw, 2019) looked into how corporate
governance practices affected the performance of SMEs in Ghana and found that good governance practices have a
major positive impact on sustainability and financial performance. Adusei (2021) conducted a study to examine the
impact of financial inclusion on economic growth. The findings indicated that expanding financial services accessibility
contributes to Ghana's economic progress.

2.3 Theoretical Review

Two theories serve as the foundation for this analysis. According to the Endogenous Growth Theory (Romer,
1990; Aghion & Howitt, 1992), innovation, technology, and knowledge are critical to producing economic growth. This
theory lays the groundwork for comprehending how technological innovation functions as a mediator in the relationship
between long-term economic growth and environmental, social, and governance (ESG) sustainability. The study,
nevertheless, is grounded on the theory of human capital development. According to the Human Capital Theory (Schultz,
1961; Becker, 1993), spending on health, education, and training improves people's capacity and productivity, which
leads to economic growth. This strategy places a strong emphasis on the function that human capital development plays
as a bridge between long-term economic success and ESG factors.

The Human Capital Theory, developed mainly by economists like Theodore Schultz (1961) and Gary Becker
(1993), maintains that investments in health, education, and training improve people's capacity and productivity, which
leads to general economic growth. This idea, which emphasizes the significance of health, knowledge, and skill in raising
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labor productivity and fostering innovation, is essential to acknowledging how human capital drives economic progress.
The importance of investing in human capital to achieve long-term economic success makes Human Capital Theory
vital to this subject. For Ghana to produce a skilled and healthy labor force that can propel long-term prosperity, it is
imperative that health disparities be addressed, educational attainment be raised, and vocational training programs be
expanded. Higher levels of human capital increase productivity, innovation, and economic resilience, according to
empirical studies (Becker, 1993). Thus, this theory offers a framework for looking into how the development of human
capital affects the relationship between ESG factors and economic growth. The idea that the development of human
capital mediates the impact of ESG sustainability on long-term economic growth is supported by human capital theory.
Investments in health and education, for instance, can improve social cohesiveness, elevate governance standards, and
increase the workforce's capacity for environmentally beneficial conduct. Understanding how ESG initiatives could lead
to long-term economic benefits through the development of a skilled and productive workforce depends on this
mediating role (Schultz, 1961; Becker, 1993).

2.4 Conceptual Framework

This conceptual framework considers the critical roles of technological innovation and human capital
development in addition to highlighting the direct impact of ESG concerns on Ghana's economic growth. The present
framework has been influenced by various academic studies (Eccles, loannou, and Serafeim, 2014; Friede, Busch, and
Bassen, 2015; Bloom et al., 2004; Stern Review, 2007) in its comprehension and simulation of the relationship between
ESG concerns and economic growth. Although they may not have created the precise framework used in this
investigation, their work was crucial in developing this framework and model.

Environmental Social Governance
Factors Factors Factors

Human
Technological B Czipltal t
Innovation (TI) e\gl grl))n)len

Sustainable Economic
Growth (SEG)

Figure 1
Conceptual Framework of ESG and Economic Growth with Human Capital Development and Technological Innovation
as Mediating Factors

The three primary aspects that are used to evaluate the sustainability impact of an investment in a company or
organization are environmental, social, and governance (ESG) considerations. These factors are becoming more widely
acknowledged as significant indicators of economic growth and performance. Research has shown that companies that
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perform well in environmental, social, and governance (ESG) areas typically have better financial results and lower risk
profiles. ESG concerns indirectly affect Ghana's sustainable economic growth through technological innovation and
human capital development, according to the conceptual framework in Figure 1. Long-term, inclusive, and resilient
economic development depends on both technological innovation and human capital developments, both of which are
fueled by ESG factors. Enhancing workforce productivity and skills through education and training is one way to invest
in human capital, which promotes economic growth. Innovation in technology raises efficiency and productivity, which
boosts economic growth and output. The direct influence of each of these mediating factors on economic growth
demonstrates the interdependence of the framework.

1I. METHODOLOGY

This chapter outlines the methodology used to investigate how Environmental, Social, and Governance (ESG)
sustainability support Ghana's long-term economic growth, with particular attention to the development of human capital
and technological innovation as mediating factors. Utilizing secondary data from the World Development Indicators
(WDI) and other pertinent sources, the study employs a quantitative research methodology. The study uses a positivist
approach and a deductive approach to investigate theories and literature-based hypotheses. Partial Least Squares
Structural Equation Modeling (PLS-SEM) is used in the study's data analysis to examine the relationships between ESG
factors and economic growth. Three major factors comprise the main factors of the study: mediating, dependent, and
independent. Environmental (carbon emissions and renewable energy consumption), social (life expectancy at birth, use
of safe drinking water services), and governance (government efficacy and regulatory quality) indicators are examples
of independent variables, or ESG factors. Economic growth, as determined by the GDP growth rate and gross fixed
capital creation, is the dependent variable. The variables that act as mediators include technological innovation
(measured by number of patents and R&D expenditures) and human capital development (measured by school
enrollment rates and government health expenditures). Because it can handle complex models with several components
and indicators and is suitable for exploratory research, partial least squares structural equation modeling, or PLS-SEM,
was selected.

IV. FINDINGS & DISCUSSION

4.1 Findings

This section presents the results of the study. The results were obtained using SmartPLS 4 SEM and presented
as measurement model and structural models. Figure 2 and 3 are the direct path model and the indirect paths respectively
of the study using SmartPLS 4 SEM.
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Figure 2
Direct Path Model
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Indirect Path Model
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4.1.1 Measurement Model Assessment
Table 1 below shows the result of the indicator reliability of the model of the study.

Table 1
Indicator Reliability

TIF

HCDF

TIF1

EF2 \K'
TIF2

HCDF1

GDPF

GDPF1

GDPF2

Indicator variables

EF

GDPF

GF

HCDF

SF

TIF

EF1

0.969

EF2

-0.953

GDPF1

-0.842

GDPF2

0.960

GF1

0.809

GF2

0.929

HCDF1

0.901

HCDF2

0.899

SF1

0.977

SF2

0.967

TIF1

0.975

TIF2

0.964

Table 1 demonstrates that all indicators have high values close to 1 or -1, showing a significant relationship with
their respective components. This demonstrates that the indicators are dependable and appropriately reflect their
respective conceptions. Table 2 is the result of the internal consistency and convergent validity of the study indicators.

Table 2

Internal Consistency Reliability and Convergent Validity
Construct variable CA CRa CRce AVE
EF -11.159 0.943 0.002 0.923
GDPF -3.824 1.045 0.036 0.815
GF 0.696 0.798 0.862 0.759
HCDF 0.765 0.765 0.895 0.810
SF 0.942 0.964 0.972 0.945
TIF 0.937 0.961 0.969 0.940

Note: CA = Cronbach’s Alpha, CRa = Compsite Reliability (rho_a),
CRc = Composite Reliability (tho_c), AVE = Average Variance Extracted
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Table 2 presents the results of the internal consistency reliability and convergent validity of the study constructs.
The values of Cronbach’s Alpha (CA), Composite Reliability (CRa and CRc), and Average Variance Extracted (AVE)
demonstrate that the constructs have high internal consistency. All CR values are greater than or close to 1, indicating
strong consistency in measuring the constructs. The high AVE values (>0.50) further indicate that the constructs account
for a significant portion of the variance in the indicators, validating their convergent validity.

Table 3

Cross Loading
Indicator variables EF GDPF GF HCDF SF TIF
EF1 0.969 -0.090 0.270 0.767 -0.927 0.965
EF2 -0.953 0.386 -0.499 -0.889 0.902 -0.795
GDPF1 0.227 -0.842 0.410 0.343 -0.228 0.091
GDPF2 -0.207 0.960 -0.730 -0.515 0.140 0.028
GFl1 0.160 -0.527 0.809 0.456 -0.110 0.033
GF2 0.458 -0.639 0.929 0.722 -0.331 0.245
HCDF1 0.764 -0.500 0.692 0.901 -0.666 0.560
HCDF2 0.783 -0.393 0.569 0.899 -0.818 0.757
SF1 -0.901 0.291 -0.371 -0.865 0.977 -0.874
SF2 -0.885 0.047 -0.151 -0.725 0.967 -0.958
TIF1 0.950 -0.114 0.301 0.805 -0.943 0.975
TIF2 0.808 0.108 0.033 0.594 -0.881 0.964

Further validation of the measurement model is provided in Table 3, which displays the results of cross-loading.
As observed, each indicator variable loads higher on its respective construct than on any other construct, confirming
that the indicators are distinct and accurately measure their respective constructs.

Table 4
Fornell-Larker Criterion
Construct variables EF GDPF GF HCDF SF TIF
EF 0.961
GDPF -0.233 0.903
GF 0.388 -0.675 0.871
HCDF 0.860 -0.496 0.701 0.900
SF -0.952 0.185 -0.278 -0.824 0.972
TIF 0.924 -0.014 0.185 0.731 -0.943 0.970

The discriminant validity of the constructs is confirmed in Table 4, which presents the results of the Fornell-
Larcker criterion. The square root of AVE values is higher than the correlation values between constructs, suggesting
that each construct shares more variance with its indicators than with other constructs. This indicates the presence of
discriminant validity. Additionally, the HTMT (Heterotrait-Monotrait Ratio) values are below the threshold of 0.90,
supporting the conclusion of discriminant validity.

4.1.2 Structural Model Assessment

Multicollinearity was assessed using the Variance Inflation Factor (VIF). Table 5 and 6 shows VIF values:

Table 5

VIF Outer Model Matrix
Indicator variable VIF
EF1 3.560
EF2 3.560
GDPF1 1.758
GDPEF2 1.758
GF1 1.398
GF2 1.398
HCDF1 1.624
HCDF2 1.624
SF1 4.828
SF2 4.828
TIF1 4.491
TIF2 4.491
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Table 6

VIF Inner Model Matrix
PATH VIF
EF -> TIF 1.000
GF -> HCDF 1.084
HCDF -> GDPF 2.147
SF -> HCDF 1.084
TIF -> GDPF 2.147

To assess multicollinearity, the Variance Inflation Factor (VIF) was calculated, and the results are shown in
Table 5 and Table 6. In Table 5, the VIF values for the outer model matrix indicate that all indicators have VIF values
below 5, suggesting no multicollinearity concerns. Similarly, in Table 6, the VIF values for the inner model matrix are
below the threshold of 5, further confirming the absence of multicollinearity.

Table 7

Path Significant and Model Fit
PATHS (0) M STDEV O/STDEV 2.5% 97.5% P values
EF > TIF 0.924 0.927 0.030 30.882 0.898 0.952 0.000
GF -> HCDF 0.511 0.519 0.079 6.453 0.373 0.662 0.000
HCDF -> GDPF -1.044 -1.062 0.221 4.733 -1.421 -0.704 0.000
SF -> HCDF -0.682 -0.668 0.100 6.817 -0.870 -0.479 0.000
TIF -> GDPF 0.749 0.770 0.214 3.492 0.383 1.147 0.000
R-square
GDPF 0.507 0.533 0.110 4.631 0.000
HCDF 0.920 0.921 0.035 26.229 0.000
TIF 0.853 0.859 0.025 34.131 0.000
SRMR
Saturated Model 0.067
Estimated Model 0.092

Note: O = Original Mean, M = Sample Mean, STDEV = Standard Deviation, IO STDEV = T-Statistics, PV = P Value,
SRMR

Table 8

Total Indirect Effect
PATHS o M STDEV O/STDEV P values
EF -> GDPF 0.692 0.714 0.202 3.427 0.001
GF -> GDPF -0.534 -0.546 0.115 4.648 0.000
SF -> GDPF 0.712 0.712 0.192 3.702 0.000

Table 9

Specific Direct Effect
PATHS (0] M STDEV O/STDEV P values
SF -> HCDF -> GDPF 0.712 0.712 0.192 3.702 0.000
EF -> TIF -> GDPF 0.692 0.714 0.202 3.427 0.001
GF -> HCDF -> GDPF -0.534 -0.546 0.115 4.648 0.000

Table 10

Total Effects
PATHS 0 M STDEV O/STDEV P values
EF -> GDPF 0.692 0.714 0.202 3.427 0.001
EF > TIF 0.924 0.927 0.030 30.882 0.000
GF -> GDPF -0.534 -0.546 0.115 4.648 0.000
GF -> HCDF 0.511 0.519 0.079 6.453 0.000
HCDF -> GDPF -1.044 -1.062 0.221 4.733 0.000
SF -> GDPF 0.712 0.712 0.192 3.702 0.000
SF -> HCDF -0.682 -0.668 0.100 6.817 0.000
TIF -> GDPF 0.749 0.770 0.214 3.492 0.000
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Table 7 presents the results of the path coefficients, including the significance and model fit. The p-values and
t-values indicate the statistical significance of each path. Notably, all the paths are significant (p < 0.05), and the R-
squared (R?) values show the explanatory power of the model. The R? values for the endogenous variables (GDPF,
HCDF, and TIF) suggest that a significant proportion of their variance is explained by the predictor variables. The SRMR
(Standardized Root Mean Square Residual) values in Table 7 indicate a good model fit, as the sample mean SRMR value
is below the threshold of 0.08.

Table 8 displays the total indirect effects, illustrating how the mediators—technological innovation (TIF) and
human capital development (HCDF)—contribute to the indirect relationship between environmental, social, and
governance (ESG) factors and economic growth (GDPF). The p-values confirm the statistical significance of these
indirect effects, demonstrating the important role of the mediators in the relationship between ESG and economic
growth.

Finally, Table 9 provides the specific direct effects for each pathway, reinforcing the significant contribution of
the mediators to the economic growth outcome. This table highlights the specific indirect effects of each path, further
emphasizing the relevance of technological innovation and human capital development as key mechanisms linking ESG
factors to economic growth.

Table 10 summarizes the total effects, consolidating the findings from the path coefficients and indirect effects.
This table demonstrates the overall influence of ESG on economic growth, as well as the role of the mediators in
facilitating this relationship.

4.2 Discussion

Ho;: ESG factors have a Significant Positive Impact on Economic Growth in Ghana

The study's conclusions indicate that while social and environmental factors do not statistically significantly
directly affect economic growth in Ghana, governance factors within ESG elements can. This outcome is consistent with
the larger body of research that highlights how important governance is in influencing economic performance, especially
in developing nations.

Strong governance practices, such as the rule of law, high-quality regulations, and effective institutions, have
been repeatedly recognized as important drivers of economic growth in empirical studies, such as those conducted by
Kaufmann et al. (2011) and Acemoglu and Robinson (2012). The conclusion that governance issues have a substantial
correlation with Ghana's economic growth is supported by these studies. For example, improvements in resource
management and investor trust have been associated with Ghana's developments in regulatory frameworks and anti-
corruption efforts, which is consistent with the results of this study.

Ghana's current economic structure and priorities may account for the non-significant impact of social and
environmental issues on economic growth. According to Asongu and Odhiambo (2019), in many developing economies,
including Ghana, short-term growth is driven by urgent economic policies that may not fully incorporate environmental
and social issues, despite the fact that these concerns are critical for long-term sustainability.

The idea that governance, especially through the establishment of stable institutions, promotes efficiency and
innovation, is essential to economic growth, is supported by the Endogenous Growth hypothesis. The limited direct
effect of social and environmental factors, however, raises the possibility that they may have a greater indirect impact
through avenues like technological innovation and human capital.

Ho;: Human Capital Development Mediates the Relationship Between ESG Factors and Economic Growth

The results of the study show that although ESG variables might not directly affect economic growth in every
way, they do positively affect the development of human capital, which in turn spurs economic growth. This lends
credence to the Human Capital Theory, which holds that making investments in health, education, and skill development
is essential to raising productivity and, by extension, economic growth. The findings are consistent with empirical
research conducted in Ghana, including studies by Quartey et al. (2016) and Mensah and Ameyaw (2019), which
highlight the value of developing human capital in promoting inclusion and economic resilience. The important
mediating role that human capital development plays in this research is consistent with the findings of Becker (1993),
who maintained that long-term economic growth requires a workforce that is both healthy and skilled. The conclusion
that the development of human capital mediates the relationship between ESG elements and economic growth is
supported by human capital theory. According to the notion, spending on health and education increases worker
productivity and innovation, which spurs economic growth. This is especially important in Ghana, where recent
advancements in healthcare and education have produced a workforce with greater skills, fostering economic growth.
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Hojs: Technological Innovation Mediates the Relationship between ESG Factors and Economic Growth

According to the third hypothesis, there is a mediating role of technological innovation in the relationship
between economic growth and ESG factors. The results demonstrate that the relationship between ESG factors,
especially environmental initiatives, and economic growth is largely mediated by technological innovation. This is in
line with the theory that environmental policies driven by ESG encourage technnological breakthroughs, which are
essential for improving economic performance.

The study's findings are consistent with empirical studies conducted by Clark et al. (2015) and Eccles et al.
(2014), which discovered that companies with strong environmental sustainability (ESG) practices typically have higher
financial performance as a result of technological advancements. Studies such as those conducted by Acheampong et al.
(2020) in the Ghanaian setting emphasize the importance of technological innovation driven by ESG considerations in
industries like agriculture and energy as a major driver of economic growth. The study's conclusions are supported by
endogenous growth theory, which highlights the importance of innovation, particularly technological advancements, as
a key factor in economic growth. ESG practices promote innovation, which results in cost savings, increased efficiency,
and the opening of new markets, all of which support economic growth. This is especially true of activities pertaining
to environmental sustainability.

V. CONCLUSIONS & RECOMMENDATIONS

5.1 Conclusions

The findings for Hypothesis H1 demonstrate that although there is a relationship between ESG issues and
economic growth in Ghana, this relationship is not consistently significant across all ESG factors. The argument is
supported by the strong positive influence of governance features, while environmental and social factors do not have a
significant direct impact. This demonstrates that while environmental and social factors may have an indirect influence
through channels like the growth of human capital and technological innovation, governance plays a more significant
role in Ghana's current economic progress. These results demonstrate how crucial sound governance is to Ghana's
economic expansion, but they also suggest that as the country's economy grows and demand to maintain global
sustainability increases, environmental and social issues may become more important.

5.2 Recommendations

The government ought to keep implementing and expanding changes to governance that support political
stability, the rule of law, and high-quality regulations. The goals of these reforms ought to be to increase investor
confidence, guarantee efficient resource distribution, and foster sustained economic expansion. Companies ought to be
urged to incorporate ESG practices into their core business activities.

Government spending on healthcare and education should rise in order to improve the caliber of human capital.
Minimizing disparities in access to health and education services, improving their quality, and making sure they are
economically relevant should be the main goals of policy. Make investments in green technology and innovation a top
priority. Green R&D initiatives should be subsidized by the government, innovation hubs should be established, and
green technology goods should have access to international markets. Such actions will ensure environmental
sustainability while simultaneously promoting economic progress.

Subsequent investigations ought to focus on industry-specific examinations of ESG factors, assessing the ways
in which these components impact different sectors of Ghana's economy. Using this method would help to pinpoint the
industries where ESG factors have the most effects and provide targeted policy recommendations.
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