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The issue of sustainability has received much attention from scholars, experts, and the 
community, along with the need for a more environmentally-friendly business practice. The 
purpose of this study is to analyze how and when stakeholder pressure can lead to green 
innovation performance in Indonesian MSMEs, mainly in several provinces on Java Island. 
We consider the mediating role of green HRM to bridge the relationship, as well as the 
moderating role of green culture. Using quantitative approach, we distributed online 
questionnaire towards 280 MSMEs actors determined by purposive sampling method. The 
data obtained is analyzed using Structural Equation Modeling with Partial Least Squares. The 
findings indicate that stakeholder pressure can influence green environmental performance 
both directly and indirectly through the mediating role of GHRM. In addition, green culture is 
also found to moderate the influence of stakeholder pressure on green innovation performance, 
that the relationship is stronger when green culture in the MSMEs is held high. 
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1. INTRODUCTION

Today environmental issues such as global warming have
become a phenomenon of international concern. Recent 
studies have mentioned that an increase in global average 
temperature occurs as a result of human and business activities 
that produce greenhouse gases, such as carbon dioxide (CO2) 
and methane (CH4) [1]. Climate change from firms’ increased 
activity also leads to potential natural disasters, rising sea 
levels, and extreme weather patterns. These impacts are not 
only limited to environmental damage, but also affect various 
aspects of human life. The disrupted balance of ecosystems 
directly affects the economic and social resilience of societies 
[2]. The current environmental crisis is becoming increasingly 
real, and as a direct contributor, companies are required to 
build up efforts to face these conditions through sustained 
innovative measures [3]. 

The degradation in environmental conditions leads 
stakeholders to monitor corporate activities that can affect the 
environment [4]. Stakeholders, which consists of consumers, 
investors, governments, or other community groups that can 
influence and influence organizational activities, play a crucial 
role in driving firms change towards sustainable innovation 
[5]. This is due to the reason that stakeholders have the power 
to put pressure on organizations to move towards more 
sustainable practices [6], including urging firms to implement 
greener innovation in their business activities. For example, in 
practice of tourism business, sustainability runs tourism to 
balance on the environment, social, culture, and economy [7]. 

One of the stakeholder pressures comes from consumers 

who are increasingly aware of environmental issues and 
problems [8]. This pressure is driving firms to reduce their 
carbon footprint, use more environmentally friendly raw 
materials, and adopt more sustainable business practices. 
Investors are also increasingly prioritizing firms that are 
committed to sustainable innovation, as they are aware that 
environmental factors can have a direct impact on firms’ long-
term performance. Stakeholder pressure has an important role 
in influencing how companies can respond to carbon emission 
disclosures [9]. Stakeholder engagement can influence a 
company's decision to invest in green initiatives and 
implement better governance to reduce carbon emissions, 
while adopting more sustainable business practices. In this 
context, the role of stakeholders becomes crucial in forcing 
firms not only to adapt to environmental challenges, but also 
to be proactive agents of change in creating sustainable 
innovation [1]. Therefore, an in-depth understanding of how 
these pressures from stakeholder can lead to sustainable 
innovation performance becomes crucial in responding to and 
addressing global environmental challenges. 

To respond to the complexity of increasing environmental 
challenges, the role of green innovation is becoming highly 
strategic and crucial [10]. These innovations open the door to 
solutions that are not only effective to deal with environmental 
problems, but also have long-term durability. The scope of 
green innovation is very broad, including the development of 
environmentally friendly technologies, the application of 
business practices that support sustainability, and the 
stimulation of creative thinking to reduce the environmental 
impact in a comprehensive way [11]. These innovations 
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involve the creation, improvement, and application of 
technologies that are not only efficient in the use of resources, 
but also have minimal impact on the environment [12]. 

In this regard, environmentally-conscious business 
practices become an integral part that can lead to green 
innovation [13]. Firms and organizations in various sectors 
have begun to transform their operational activities to integrate 
business practices that support sustainability. This covers 
resource efficiency, responsible waste management, and the 
implementation of fair and sustainable practice of GHRM. By 
adopting sustainable business practices, firms not only have a 
positive impact on the environment, but also enhance their 
reputation and market attractiveness. The performance of 
green innovation relates to the social company and ethical 
environmental responsibility. In other words, green innovation 
is not only a business necessity, but also a form of investment 
for the future of the earth that mankind lives on.  

A study highlights the global necessity of continuous 
business performance, especially in light of recent economic 
challenges, where environmentally friendly measures have 
become paramount [14]. Along with researches of Li et al. [15] 
and Guo and Wang [16], it underscores the importance of 
promoting green innovation, particularly in energy-intensive 
companies, as a critical step toward a lower-carbon economy. 
These studies explore various factors influencing green 
innovation, such as environmental regulations and the theory 
of planned behavior, and identify how sustainable HRM 
practices mediate the impact of sustainable transformational 
leadership on innovation. However, while these studies 
recognize the importance of stakeholder pressure, they do not 
specifically analyze how and when this pressure leads to green 
innovation. There remains a gap in the literature regarding the 
mechanisms through which stakeholder pressure drives green 
innovation, particularly in the context of green culture and 
GHRM practices. 

Departing from a number of existing literatures, this study 
attempts to highlight the role of stakeholder pressure in 
improving green innovation performance by considering the 
moderation of green culture and the mediation of GHRM 
practices. It fills the gap which exists in understanding how 
stakeholder pressure specifically drives green innovation 
performance in the presence of a green culture and GHRM 
practices. Furthermore, this study analyzes how and when 
pressure from various stakeholders drives firms’ decisions to 
improve green innovation performance, which have not yet 
addressed in the literatures. Focusing on green innovation 
performance makes an important contribution to 
understanding the concrete impact of stakeholder pressure in 
the form of more sustainable innovation practices. 

This study aims to address several key issues: (1) the role of 
stakeholder pressure in improving green innovation 
performance, both directly and through GHRM’s mediating 
role; (2) how green culture moderates the connection between 
stakeholder pressure and green innovation performance; and 
(3) how this moderation influences the sustainability of
innovation at the organizational level.

2. LITERATURE REVIEW

2.1 Stakeholder pressure and green innovation 
performance 

In the context of business and management, stakeholders 

refer to individuals or groups who have interests or can be 
influenced and influence decisions or activities of an 
organization. These parties may include employees, 
customers, shareholders, governments, communities, and 
other parties [17]. Stakeholder pressure comes when 
stakeholders express specific wishes or demands against the 
organization [18]. This pressure can come from various 
aspects, such as ethical, environmental, social, or economic 
issues. Interested parties often act as catalysts for change, 
encouraging organizations to adopt more sustainable or 
responsible practices. 

Pressure from stakeholders, especially those related to 
environmental issues, can encourage firms to improve their 
green innovation performance. Green innovation performance 
includes the ability of a firm to produce and implement 
environmentally friendly innovations [19]. These aspects may 
include developing products with a lower carbon footprint, 
more energy efficient production processes, or implementing 
sustainable technologies. It is important for firms to respond 
to these pressures, considering that organizations that can 
balance stakeholder needs with environmental sustainability 
will be able to achieve competitive advantage. Additionally, 
increased awareness of environmental issues among 
consumers and investors can provide incentives for companies 
to develop and market products that are considered more 
environmentally friendly [20]. 

Achieving green innovation performance is not only a 
response to stakeholder pressure, but also a long-term 
investment in sustainability. Firms that integrate green 
innovation in their business strategy can not only meet 
stakeholder demands, but also create new opportunities, 
increase operational efficiency, and reduce environmental 
risks [21]. Therefore, in facing pressure from various 
stakeholders, firms can turn challenges into opportunities by 
combining responsive actions with green innovation 
performance. In an ever-changing business environment, 
awareness and response to pressure from stakeholders on 
environmental issues can be translated into achieving green 
innovation performance as one of the company's proactive 
steps to achieve business sustainability. 

The relationship between stakeholder pressure and green 
innovation performance is well-documented. According to 
Jayaraman [10], stakeholder pressure has been shown to lead 
to increased green innovation performance in SMEs, 
particularly in Malaysia. This is consistent with findings from 
Zhang et al. [22] which indicate that firms that addressing 
stakeholder pressure are better positioned to develop green 
innovation performance. The hypothesis proposed is as 
follows: 

H1: Stakeholder pressure positively influences green 
innovation performance. 

2.2 Stakeholder pressure and green human resource 
management 

By definition, green HRM refers to the integration of 
environmentally friendly practices and principles into various 
human resource management functions in an organization 
[23]. Green HRM practices involve aligning HR policies and 
processes with the organization's broader sustainability goals. 
Yong et al. [24] stated that there are several components in the 
practices of GHRM, for example green mobilization and 
option, green exercise and development, the management of 
green performance, and green employee engagement. 
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Basically, green HRM exists to ensure and mobilize 
individuals in organizations to have values and participate in 
environmentally friendly activities in every job or task they 
carry out [25]. Currently, green HRM practices are seen as one 
answer to the emergence of pressure from stakeholders who 
demand firms to raise the practice of sustainable and 
environmentally-friendly business [26]. Existence of pressure 
from various parties such as consumers, investors, 
government, and society mean that organizations need to 
change their business direction, priorities, values, and 
operational practices to adapt to these pressures, one of which 
is through implementing green HRM practices [27]. 

Increasing stakeholder pressure on sustainability and 
environmental responsibility is positively correlated with the 
adoption and implementation of environmentally friendly 
HRM practices within companies [28]. As organizations face 
increasing pressure from stakeholders, including consumers, 
investors, regulators, and society, they are likely to integrate 
environmentally friendly principles into human resource 
management functions [27]. This integration includes 
environmentally friendly HRM practices such as 
environmentally conscious recruitment, employee training on 
sustainability, and incorporation of sustainability goals in 
performance management [29]. This study predicts that higher 
levels of stakeholder pressure may be associated with a greater 
likelihood for organizations to embrace and embed green 
HRM practices into their overall business strategy. 

The study from Rimbawanto et al. [30] found that 
stakeholder pressure significantly drives the implementation 
of green HRM practices in Indonesia. In addition, Shahzad et 
al. [31] found similar results within the context of SMEs. This 
pressure often includes demands for more sustainable 
practices and better environmental performance, and it reflects 
growing trends among stakeholders who prioritize 
environmental issues. The hypothesis proposed is as follows: 

H2: Stakeholder pressure positively influences green HRM. 

2.3 Green HRM and green innovation performance 

Green HRM is an approach in HRM that places 
sustainability and environmental responsibility as key 
elements in its policies and practices [32]. In the context of 
green HRM, employee recruitment and selection are directed 
at individuals who have environmental awareness or 
experience in sustainable business practices. Training and 
development programs are also designed to increase 
environmental awareness and provide skills that support 
sustainable business practices, such as energy efficiency and 
waste management. Apart from that, green HRM also 
encourages work flexibility policies, such as working from 
home to reduce carbon emissions and create a more 
environmentally friendly work environment. Evaluation of 
employee performance in green HRM includes sustainability 
elements, such as achieving sustainable targets or contributing 
to sustainability initiatives [25]. 

Green HRM practices that run optimally in organizations 
can help manage waste and resources efficiently, as well as 
create an organizational culture that supports sustainability 
values [33]. Overall, Hameed et al. [23] revealed that green 
HRM not only changes technical practices in managing human 
resources, but also plays a strategic role in directing 
organizations towards sustainability, creating long-term value 
for firms, employees, and society as a whole, including 
through achieving green innovation performance [6]. When 

employees have values that align with the organization, they 
are more likely to bring a sustainability and pro-environment 
mindset to work. Employees who have knowledge and 
enthusiasm for environmentally friendly activities tend to have 
the potential to contribute ideas and solutions that are on line 
with the environmental goals organization [34]. This 
alignment skills and values can enhance firm capacity for 
green innovation. Additionally, actively engaged employees 
are more likely to contribute innovative ideas for sustainable 
practices and products [35]. Environmentally-friendly HRM 
practices that foster involvement and collaboration can support 
environmentally friendly innovation performance in 
organizations. 

In this study, green HRM is predicted to lead to green 
innovation performance by developing a workforce that has 
the skills, mindset, and motivation to contribute to 
environmentally friendly practices. Begum et al. [36] 
demonstrated how green HRM can affect green innovation 
performance of SMEs in Pakistan. This is due to the fact that 
the integration of sustainability into HR practices creates 
opportunities for innovation and fosters a culture where 
employees actively contribute to the development of 
environmentally friendly solutions and products [37]. This 
will lead the firm as a leader in green innovation in its industry. 

H3: Green HRM positively influences green innovation 
performance. 

2.4 The mediating role of green HRM 

Green innovation refers to the development and application 
of innovation in various sectors aimed at reducing negative 
impacts on the environment and increasing sustainability [13]. 
This practice essentially seeks to create more environmentally 
friendly solutions, support ecological sustainability, and 
promote resource efficiency. Meanwhile, green innovation 
performance is a measure of the extent to which an 
organization is successful in adopting and implementing green 
innovation [38]. Achieving this performance is seen from the 
effectiveness of implementing sustainable practices, 
developing environmentally friendly products, and efficiency 
in resource use [31]. 

Currently, there are various aspects that can influence green 
innovation performance, such as pressure from stakeholders. 
Pressure from stakeholders, including consumers who are 
increasingly environmentally conscious, investors, 
competitors, government, and society can encourage 
organizations to achieve green innovation performance in 
response to their demands [39]. In this case, green HRM is 
seen as a practice that can bridge the relationship between 
stakeholder pressure and green innovation performance. Firms 
can implement green HRM to translate pressure from external 
parties into concrete strategies in the domain of sustainable 
human resources. 

Green HRM ensures sustainability is embedded in HR 
policies, from recruitment processes to performance 
management. This integration aligns employees with the 
organization's green values, cultivating a workforce 
committed to environmental responsibility [25]. In this study, 
green HRM is predicted to act as a mediator by responding to 
stakeholder pressures into HR practices that encourage 
sustainability in organizations. The study by Shahzad et al. 
[30] highlights that stakeholder pressure significantly drives
the adoption of green HRM practices in Indonesia, which, in
turn, enhances green innovation performance. This finding is
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further corroborated by Shahzad et al. [31], who observed 
similar effects within SMEs, suggesting that green HRM 
practices mediate the relationship between stakeholder 
pressure and green innovation outcomes. Additionally, Zhang 
et al. [38] found that integrating stakeholders' pressures with 
environmental awareness and ethics leads to advanced green 
innovation performance in Chinese manufacturing firms. 

Through aligning HR policies, employee involvement, and 
cultivating an environmentally friendly culture, green HRM 
becomes the main mechanism that enables stakeholder 
pressure to positively influence green innovation performance. 
This mediated relationship highlights the integral role that HR 
departments play in leveraging external pressures to benefit 
environmental innovation within the organization. 

H4: Green HRM mediates the influence of stakeholder 
pressure on green innovation performance. 

2.5 The moderating role of green culture 

In organizations, green culture which includes sustainable 
norms, values and practices is an important foundation for 
organizations committed to environmental responsibility [40]. 
At this level, green culture is one of the factors that can lead to 
the achievement of organizational results or employee 
behavior [41]. One important aspect of this green culture is the 
role of leaders and the climate in the organization in shaping 
and directing individual values and behavior. Leadership that 
supports sustainability can be a key driver of positive 
moderation, strengthening the influence of green culture and 
ensuring the adoption of sustainable practices. 

Organizational support can also have a significant 
moderating factor. The level of commitment and allocation of 
organizational resources to sustainability initiatives can 
modify the influence of green culture. Organizations that 
actively provide support for sustainable practices may 
experience more positive moderation, creating an environment 
in which a green culture can optimally thrive [42]. 
Furthermore, employee awareness of environmental and 
sustainability issues has the potential to be a moderating factor 
that influences connection either green culture or 
organizational behavior. A high level of awareness can 
increase the effectiveness of green culture in motivating and 
guiding employees' positive actions towards sustainability 
[42]. 

H5: Green culture moderates the impact of stakeholder 
emphsis on performance of green innovation. 

Figure 1 presents the conceptual framework of the study. 

Figure 1. Conceptual framework 

3. RESEARCH METHODOLOGY

3.1 Research design 

This study employs a quantitative approach to assess the 
magnitude of the influence of various variables. The research 
focuses on MSMEs operating in several provinces on the 
island of Java, Indonesia. A purposive sampling method was 
utilized to select MSMEs based on the following criteria: (1) 
MSMEs that have been operating for more than 3 years and (2) 
MSMEs that engage in green-based business practices. 

The sample size was determined using recommendations 
from Hair Jr et al. [43] for Structural Equation Modeling with 
Partial Least Squares (SEM-PLS), which suggests a minimum 
of 100 samples for adequate statistical power. In this study, a 
total of 280 respondents were surveyed, exceeding the 
minimum requirement to ensure robustness and reliability of 
the results. The larger sample size helps in achieving more 
generalizable results and compensates for potential non-
responses or incomplete data. 

3.2 Sampling procedures 

The sampling process involved identifying MSMEs that fit 
the specified criteria through business directories, industry 
associations, and online searches. Invitations to participate 
were sent via email and social media platforms. To ensure a 
representative sample, we targeted a diverse range of 
industries and business sizes within the green-based sector. 
The purposive sampling approach allowed for a focused 
examination of MSMEs that are actively engaged in 
sustainable practices, thus aligning with the study’s objectives. 

3.3 Data collection methods 

Data were collected over one month using an online 
questionnaire distributed via Google Forms. The questionnaire 
included sections on demographic information and specific 
variables related to stakeholder pressure, green HRM 
practices, green innovation performance, and green culture. 
Respondents were asked to rate their agreement with various 
statements on a 5-point Likert scale, ranging from 1 (strongly 
disagree) to 5 (strongly agree). 

While the online survey method facilitated wide reach and 
convenience, it also had limitations, such as potential biases 
from self-reporting and limited access for respondents without 
reliable internet. To mitigate these issues, reminders were sent 
to encourage participation and ensure the questionnaire was 
accessible on multiple devices. 

3.4 Scales and instruments 

The questionnaire comprised the following measures: 
1. Stakeholder pressure is measured using the scales

developed by Henriques and Sadorsky [44] with 11
items.

2. Green innovation performance is measured using the
scales developed by Chen et al. [11] with 8 items.

3. Green HRM is measured using the scales developed
by Roscoe et al. [45] which consists of 15 items.

4. Green culture is measured using the scales developed
by Fraj et al. [46] and Cui et al. [42] which consists
of 6 items.
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3.5 Statistical analysis techniques 

Data analysis was conducted using Structural Equation 
Modeling with Partial Least Squares (SEM-PLS). SEM-PLS 
was chosen for its suitability in analyzing complex 
relationships between variables and handling small to medium 
sample sizes. The analysis involved evaluating the 
measurement model for reliability and validity, and the 
structural model for hypothesized relationships.  

3.6 Ethical considerations 

Ethical considerations were integral to the study design. 
Participants were informed about the study’s purpose, and 
consent was obtained before data collection. Anonymity and 
confidentiality were assured by not collecting personally 
identifiable information and securely storing data. Participants 
had the option to withdraw from the study at any time without 
consequence. The study adhered to ethical guidelines to ensure 
the integrity and respect for participants' rights. 

4. RESULTS AND DISCUSSION

4.1 Respondents’ profile 

Respondents in this study are MSMEs which were 
dominated by small-scale MSMEs with a total of 140 
businesses (50%), in the food and beverage industry with 95 
businesses (34%) and the fashion industry with 83 businesses 
(30%). The majority of MSMEs have 1-5 employees, namely 
116 businesses (41%), and have been established for 3-5 years 
(36%) (Table 1). 

Table 1. Respondents’ profile 

Respondents Amount Percentage 
Size 

Micro 
Small 

Medium 

106 
140 
34 

38% 
50% 
12% 

Industry Type 
Fashion 

Food and Beverage 
Handicraft 

Agribusiness 

83 
95 
72 
30 

30% 
34% 
26% 
10% 

Number of Employees 
1-5 employees

5-10 employees
>10 employees

116 
109 
55 

41% 
39% 
20% 

Duration of Business Operation 
3-5 years
5-7 years
7-9 years
> 9 years

101 
71 
73 
35 

36% 
25% 
26% 
13% 

4.2 Common method bias 

The common method bias test can be carried out using the 
collinearity test (Inner VIF) as a comprehensive method for 
assessing vertical and lateral collinearity simultaneously [40]. 
If the resulting VIF value is greater than 3.3, it can be an 
indication that a model is contaminated by common method 
bias. Therefore, if the resulting VIF value is less than or equal 
to 3.3, then the model can be considered free from common 
method bias. The common method is usually tested with the 

VIF value in the inner model. In this study (see Table 2), the 
overall VIF value produced is smaller than 3.3, so it can be 
concluded that the structural model used is free from common 
method bias [47]. 

Table 2. Results of validity and reliability test 

Latent 
Construct Items Loading 

Factor CA CR AVE 

Stakeholder 
Pressure 

SP1 0.794 

0.931 0.941 0.594 

SP2 0.727 
SP3 0.706 
SP4 0.791 
SP5 0.801 
SP6 0.793 
SP7 0.829 
SP8 0.801 
SP9 0.785 

SP10 0.814 
SP11 0.723 

Green 
Innovation 

Performance 

GIP1 0.781 

0.878 0.903 0.540 

GIP2 0.714 
GIP3 0.739 
GIP4 0.737 
GIP5 0.805 
GIP6 0.722 
GIP7 0.790 
GIP8 0.779 

Green HRM 

GH1 0.701 

0.936 0.944 0.529 

GH2 0.792 
GH3 0.731 
GH4 0.753 
GH5 0.761 
GH6 0.741 
GH7 0.796 
GH8 0.747 
GH9 0.750 
GH10 0.760 
GH11 0.705 
GH12 0.729 
GH13 0.708 
GH14 0.789 
GH15 0.740 

Green Culture 

GC1 0.759 
0.709 
0.856 
0.837 
0.827 
0.800 

0.886 0.914 0.639 

GC2 
GC3 
GC4 
GC5 
GC6 

Table 3. Common method bias (VIF) 

GHRM GIP 
GC 1.188 

GHRM 1.134 
GIP 
SP 1.000 1.203 

GC: Green Culture, GHRM: Green Human Resource Management, GIP: 
Green Innovation Performance, SP: Stakeholder Pressure 

Source: Processed Data (2023) 

The measurement model is evaluated with convergent 
validity and discriminant validity. Convergent validity shows 
that an indicator can relate to other indicators on the similar 
variable [43]. Convergent legality is tested by evaluating 
loading factor, Cronbach's Alpha, composite reliability, and 
average variance extracted (AVE). As shown in Table 3, the 
factor loading value surpasses the minimum threshold of 0.7, 
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the AVE value exceeds the minimum threshold of 0.5, and 
Cronbach's Alpha and composite reliability indicators each 
exceed the minimum threshold of 0.7 [43]. 

4.3 Measurement model evaluation 

After convergent validity is confirmed, the next step is 
checking discriminant validity based on the criteria suggested 
namely the square root value of AVE must be bigger than the 
correlation value among variables. As shown in Table 4, all 
AVE square roots are greater than the correlation value 
between variables. 

Table 4. Discriminant validity 

GC GHRM GIP SP 
GC 0.800 

GHRM 0.273 0.727 
GIP 0.488 0.355 0.735 
SP 0.352 0.283 0.719 0.771 

GC: Green Culture, GHRM: Green Human Resource Management, GIP: 
Green Innovation Performance, SP: Stakeholder Pressure 

Source: Processed Data (2023) 

The measurement model is also evaluated by looking at the 
R2 value and evaluating the amount of variance interpreted by 
the exogenous variables. The R2 value shows the variance 

value in the endogenous variable which is interpreted by one 
or more exogenous variables [43]. The two endogenous 
variables, namely green HRM and green innovation 
performance, show R2 values of 0.680 and 0.595 respectively. 
This value means that the green HRM variable can be 
explained by stakeholder pressure of 68.0%, while the green 
innovation performance variable can be explained by green 
HRM and stakeholder pressure of 59.5%. 

4.4 Structural model evaluation 

Structural model evaluation is carried out to determine the 
influence of exogenous variables and moderating variables on 
endogenous variables. The significance of the path 
coefficients is examined using the bootstrapping function with 
500 subsamples. Table 5 and Figure 2 display the path 
coefficients, t values, and p values for all hypotheses. Overall, 
based on the results shown in Table 5, stakeholder pressure is 
found to positively influence performance of green innovation 
(b = 0.595, t = 12.990 p-value < 0.05) and green HRM (b = 
0.283, t = 4.691 and p-value < 0.05). In addition, green HRM 
is also found to positively and importantly influence 
performance green innovation p (b = 0.122, t = 2.750 and p-
value < 0.05). From all the results shown, H1, H2, and H3 can 
be accepted. 

Table 5. Results of structural model evaluation 

Hypothesis Causal Relationship Path Coefficient T-Value P-Value Findings
H1 SP → GIP 0.595 12.990 0.000 Accepted 
H2 SP → GH 0.283 4.691 0.000 Accepted 
H3 GH → GIP 0.122 2.750 0.006 Accepted 
H4 SP → GH → GIP 0.034 2.309 0.021 Accepted 
H5 GCxSP → GIP 0.250 5.120 0.000 Accepted 

GC: Green Culture, GHRM: Green Human Resource Management, GIP: Green Innovation Performance, SP: Stakeholder Pressure 
Source: Processed Data (2023) 

Figure 2. Structural model 
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Regarding the mediating effect, the results of bootstrapping 
analysis present the mediation effect carried out by green 
HRM on the relationship between stakeholder pressure and 
green innovation performance. Hypothesis 4 predicts that 
green HRM can mediate the relationship between stakeholder 
pressure and green innovation performance. Based on Table 5, 
it is known that H4 (b = 0.034, t = 2.309, p-values < 0.05). 
These results imply that green HRM has a mediating effect 
that can improve the relationship between stakeholder pressure 
and green innovation performance. 

In the moderating role of green culture, H5 predicts that 
green culture can moderate the relationship between 
stakeholder pressure and green innovation performance. The 
findings indicate that H5 can be accepted (b = 0.250, t = 5.120 
dan p-value < 0.05), thus green culture can act as a moderator 
in the relationship between stakeholder pressure and green 
innovation performance (see Figure 3).  

Figure 3. Interaction between stakeholder pressure and green 
culture 

4.5 Predictive relevance (Q2) 

In assessing model quality, Hair Jr et al. [43] recommended 
utilizing PLS-SEM using a measure of the relevance of model 
predictions. A process for testing the predictive relevance (Q2) 
can be done for a structural model. Based on tests conducted 
by Hair Jr et al. [43] when the cross-validated Q2 (redundancy 
measure) value is greater than 0 (zero), then the predictive 
relevance of the model has been confirmed. Following this 
standard, the cross-validation redundancy measure (Q2) for the 
green HRM variable is 0.039 and green innovation 
performance is 0.306, which shows that the model has 
predictive relevance (Table 6). 

Table 6. Cross construct validation redundance 

Variables of 
Endogenous Latent SSO SSE 1-SSE/

SSO
GHRM 4200.000 4035.086 0.039 

GIP 2240.000 1555.167 0.306 
Source: Processed Data (2023) 

4.6 Discussion 

From the data analysis that has been carried out, it is found 
that all hypotheses proposed in this study are accepted. The 
present study offers significant insights into the relationship 
between stakeholder pressure, green HRM, and green 
innovation performance in MSMEs in Indonesia. First, our 
findings demonstrate a significant and positive influence of 

stakeholder pressure on green innovation performance in 
MSMEs. This finding aligns with the growing emphasis on 
corporate social responsibility and the role of stakeholders in 
shaping business practices. The substantial path coefficient 
suggests that as MSMEs face increasing pressure from 
stakeholders, they are more likely to adopt and enhance green 
innovation practices. This supports the findings of Yang and 
Zhu [12], who highlighted the impact of stakeholder pressure 
on green innovation. Our results further substantiate the notion 
that MSMEs are becoming more attuned to external pressures, 
including evolving consumer expectations, stringent 
regulatory frameworks, and a broader societal push towards 
sustainability. This responsiveness reflects a shift in business 
models where environmental sustainability is increasingly 
recognized as integral to competitive advantage. 

Furthermore, also finds a significant relationship between 
stakeholder pressure and the adoption of green HRM practices 
in MSMEs. This underscores the critical role of external 
pressures in shaping internal HRM policies, as supported by 
Guerci et al. [26]. The findings reveal that stakeholder 
expectations drive MSMEs to integrate green HRM strategies, 
including environmentally conscious recruitment, training, 
and performance management. This suggests a broader trend 
where environmental initiatives are not only focused on 
product and process innovation but also on internal 
organizational practices. The alignment of HRM practices 
with sustainability goals indicates a comprehensive approach 
to integrating environmental concerns across all facets of an 
organization. 

The results of the third hypothesis test regarding the positive 
influence of green HRM on green innovation performance 
observed in our study highlight the critical role of HRM in 
fostering a culture of environmental responsibility within 
MSMEs. The integration of environmentally friendly HRM 
practices, such as training programs on sustainable practices 
and employee engagement in green initiatives, contributes to 
the overall improvement in green innovation performance. 
This is in line with the findings from previous studies [15]. 
This finding suggests that investments in green HRM can lead 
to a more environmentally conscious and innovative 
organizational culture, resulting in the development and 
implementation of eco-friendly products, services, or 
processes. 

Our study confirms that green HRM acts as a significant 
mediator in the relationship between stakeholder pressure and 
green innovation performance. This finding indicates that 
stakeholder pressure does not directly impact green innovation 
performance but is channeled through green HRM practices. 
This reinforces the importance of aligning HRM practices with 
environmental sustainability goals. By understanding the 
mediating role of green HRM, we gain insights into how 
stakeholder pressures translate into tangible green outcomes. 
It underscores the need for a holistic sustainability approach 
that integrates both organizational strategies and human 
resource policies. 

Finally, the moderating effect of green culture on the 
relationship between stakeholder pressure and green 
innovation performance highlights the importance of 
organizational culture in leveraging external pressures. 
MSMEs with a strong green culture are better equipped to 
capitalize on stakeholder pressure to drive green innovation. 
This finding emphasizes the need to align internal values and 
practices with external sustainability demands, creating a 
synergistic relationship that fosters environmentally friendly 
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innovation. It supports the view that a robust green culture 
amplifies the positive effects of stakeholder pressure, 
facilitating a more effective response to sustainability 
challenges. 

Overall, this study contributes to the broader literature by 
demonstrating the interconnected roles of stakeholder pressure, 
green HRM, and organizational culture in shaping green 
innovation performance. The findings underscore the 
importance of integrating external pressures with internal 
practices to drive sustainable business practices. They also 
highlight the need for MSMEs to cultivate an organizational 
culture that supports environmental sustainability, which can 
enhance their ability to respond to stakeholder demands and 
improve innovation outcomes. 

These results provide valuable insights for both researchers 
and practitioners, suggesting that a comprehensive approach 
to sustainability—encompassing stakeholder engagement, 
green HRM, and organizational culture—is essential for 
achieving effective green innovation performance. 

 
 

5. CONCLUSIONS 
 
In conclusion, this study provides a comprehensive analysis 

of the dynamics between stakeholder pressure, green human 
resource management (GHRM), green culture, and green 
innovation performance within MSMEs in Java, Indonesia. By 
investigating these relationships, the study offers valuable 
insights into sustainable business practices and underscores 
the significance of integrating external pressures, human 
resource practices, and organizational culture in achieving 
effective green innovation. 

The findings highlight that stakeholder pressure 
significantly influences green innovation performance, both 
directly and indirectly through the mediation of green HRM. 
This underscores the importance of aligning internal processes 
and values with external sustainability demands. The study’s 
results contribute to the broader understanding of how 
organizations can leverage stakeholder pressure to enhance 
their green innovation efforts. 

For practitioners, the study suggests that proactively 
addressing stakeholder pressures and investing in green HRM 
practices can substantially improve green innovation 
performance. Furthermore, fostering a strong green 
organizational culture should be a strategic priority for 
businesses aiming to optimize the benefits of external 
pressures on their sustainability initiatives. Companies that 
effectively integrate these elements are better positioned to 
lead in sustainable innovation. 

From a policy perspective, the findings advocate for the 
development of supportive frameworks that encourage 
MSMEs to adopt green practices. Policymakers should focus 
on raising awareness and providing resources to facilitate the 
implementation of green HRM practices as part of broader 
sustainability strategies. Such initiatives can help create an 
enabling environment for MSMEs to thrive in their 
sustainability efforts. 

While this study makes significant contributions, it is not 
without limitations. Future research should explore these 
relationships across different cultural and industry contexts to 
gain a more nuanced understanding. Longitudinal studies 
could also offer deeper insights into the evolution of MSMEs' 
sustainability practices over time. 

In summary, this study enhances our understanding of the 
complex interplay between stakeholder pressure, green HRM, 
green culture, and green innovation performance. By adopting 
a holistic approach to sustainability, businesses and 
policymakers can collaborate to foster innovation that not only 
meets market demands but also aligns with global 
environmental goals. As sustainable business practices 
continue to evolve, this study contributes to the ongoing 
dialogue on integrating social and environmental 
responsibility into organizational strategies. 
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