£} Routledge

FCONOMIC L Qi

BIESF\elg®] Economic Research-Ekonomska Istrazivanja

Ekonomska IstraZivanja

ISSN: (Print) (Online) Journal homepage: https://www.tandfonline.com/loi/rero20

Green transformational leadership and
environmental performance in small and medium
enterprises

Xiaomei Sun, Ahmad El Askary, Muhammad Saeed Meo, Noor ul Ain Zafar &
Babar Hussain

To cite this article: Xiaomei Sun, Ahmad El Askary, Muhammad Saeed Meo, Noor ul Ain Zafar
& Babar Hussain (2022) Green transformational leadership and environmental performance in
small and medium enterprises, Economic Research-Ekonomska IstraZivanja, 35:1, 5273-5291,
DOI: 10.1080/1331677X.2021.2025127

To link to this article: https://doi.org/10.1080/1331677X.2021.2025127

8 © 2022 The Author(s). Published by Informa ﬁ Published online: 17 Jan 2022.
UK Limited, trading as Taylor & Francis

Group.
N
CJ/ Submit your article to this journal & il Article views: 5291
»
& View related articles (&' @ View Crossmark data (&'

CrossMark

@ Citing articles: 13 View citing articles (&

Full Terms & Conditions of access and use can be found at
https://www.tandfonline.com/action/journalinformation?journalCode=rero20


https://www.tandfonline.com/action/journalInformation?journalCode=rero20
https://www.tandfonline.com/loi/rero20
https://www.tandfonline.com/action/showCitFormats?doi=10.1080/1331677X.2021.2025127
https://doi.org/10.1080/1331677X.2021.2025127
https://www.tandfonline.com/action/authorSubmission?journalCode=rero20&show=instructions
https://www.tandfonline.com/action/authorSubmission?journalCode=rero20&show=instructions
https://www.tandfonline.com/doi/mlt/10.1080/1331677X.2021.2025127
https://www.tandfonline.com/doi/mlt/10.1080/1331677X.2021.2025127
http://crossmark.crossref.org/dialog/?doi=10.1080/1331677X.2021.2025127&domain=pdf&date_stamp=2022-01-17
http://crossmark.crossref.org/dialog/?doi=10.1080/1331677X.2021.2025127&domain=pdf&date_stamp=2022-01-17
https://www.tandfonline.com/doi/citedby/10.1080/1331677X.2021.2025127#tabModule
https://www.tandfonline.com/doi/citedby/10.1080/1331677X.2021.2025127#tabModule

ECONOMIC RESEARCH-EKONOMSKA ISTRAZIVANJA z
2022, VOL. 35, NO. 1, 5273-5291
https://doi.org/10.1080/1331677X.2021.2025127

Routledge

Taylor & Francis Group

39@31LN

8 OPEN ACCESS ‘ ) Checkforupdates‘

Green transformational leadership and environmental
performance in small and medium enterprises

Xiaomei Sun®, Ahmad El Askary®, Muhammad Saeed Meo“® (@,
Noor ul Ain Zafar® and Babar Hussain®

School of International Business, Zhejiang Yuexiu University of Foreign language, Shaoxing, P.R.
China; PDepartment of Clinical Laboratory Sciences, College of Applied Medical Sciences, Taif
University, Taif, Saudi Arabia; “Department of Business Administration, The Superior University,
Lahore, Pakistan; “Lab for Gas, Technology and Sustainable Development, RUDN University, Moscow,
Russian Federation; International Institute of Islamic Economics, International Islamic University,
Islamabad, Pakistan

ABSTRACT

This study examines the nexus between green transformational
leadership (GTL) and environmental performance (EP), considering
the mediating role of green human resource management
(GHRM) and green innovation (Gl). Besides, we also find the mod-
erating effects of environmental values (EV) between GTL and EP.
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This study collected data from 110 respondents using a survey
questionnaire from small and medium enterprises and employed
structural equation modeling. The findings confirm a positive and
significant effect of GTL on EP. Furthermore, mediation analysis
confirms that GHRM and Gl positively mediate between GTL and
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EP. Moreover, it is also confirmed from structural equation model-
ling that EV play moderating role between GTL and EP. These
results offer valuable recommendations for all stakeholders.

1. Introduction

Since the last few decades, many of our ecosystem’s problems have worsened to the
point that they could lead to an absolute environmental disaster. Because of this, it is
becoming increasingly important to raise awareness of these issues and the measures
that may be taken to prevent their adverse effects (Ozturk et al., 2021; Sharif et al.,
2020). Some of the major challenges are pollution, global warming, ocean acidifica-
tion, loss of biodiversity, Public health issues, Ozone layer depletion, deforestation,
etc. (An et al, 2021). Currently, environmental issues are the most prominent prob-
lem to be tackled. These environmental issues are problematic for developing econo-
mies and the whole suffering from these problems (Sharif et al.,2021; Sun et al,
2021). In the same vein, developing countries such as Pakistan face substantial
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environmental threats and biodiversity losses due to global warming. As per the
IQAIr (2021) report, Lahore (Pakistan) is the second most polluted city globally.

Furthermore, deforestation, air pollution, water pollution, land degradation, and
global warming are among the most serious environmental concerns facing
Pakistan'. The industrial revolution was one of the major reasons for environmental
degradation. Production became mechanized through hydraulic and steam power
during the first industrial revolution. The Second used electric power and the
assembly of products based on labor division to create mass production. The first
two stages of the industrial revolution contributed a lot to environmental degrad-
ation. The third is automated manufacturing via the use of electronics and informa-
tion technologies (Trauth-Goik, 2021). A new ‘Fourth Industrial Revolution’ is
shaping, marked by a convergence of technology that blurs the boundaries between
the physical, digital, and biological worlds. The 4™ industrial revolution is consid-
ered as the environment-friendly industrial revolution. Now big or Small and
Medium Enterprises (SMEs) businesses started caring about environmental degrad-
ation. Environmental activism has grown in popularity due to terrible pollution and
global warming; thus, more companies are proactively prepared to produce green
innovation (Chen, 2011). It has been increasingly common in the globe for custom-
ers to care about environmental concerns since they are becoming more aware of
their impact (Chen et al.,, 2014; Ding et al., 2019); businesses should actively imple-
ment environment management to keep up with the current environmental trend
and to improve their green image as well as their competitive advantages (Chen,
2007). Competitive advantage may be gained through green innovation as custom-
ers become increasingly concerned about the environment and green products
become more commonplace in the market (Chen & Chang, 2012; Razzaq et al,
2021). Companies may use green innovation to differentiate themselves from their
competitors, but it can also be used to address environmental requirements in the
market (Ding et al., 2020). In the current environmental period, firms need to
establish an environmental management philosophy to spur their green innovations
(Chen et al., 2014; Razzaq et al., 2021a).

Transformational leaders may create an inspiring vision that can drive their fol-
lowers to take the initiative to complete their tasks and achieve their objectives (Bass,
2000). Additionally, transformational leaders may encourage the development of
innovative ideas within their businesses, and their actions can serve as role models
‘creativity-enhancing forces’. When it comes to advancing innovation, transform-
ational leadership is vital to success (Elkins & Keller, 2003; Rehman et al., 2020).
Even though Transformational leadership can play a vital role in achieving environ-
mental sustainability, this area of research is still less focused worldwide. Mittal and
Dhar (2016) carried out a study in India and found that transformational leadership
positively and significantly affects green creativity. Begum et al. (2021) carried out a
study in china and found that green transformational leadership highly affects green
innovation. According to Chen et al. (2014), green transformational leadership posi-
tively promotes Taiwan’s mindfulness, self-efficacy, and performance. Zafar et al.
(2017) carried out a study in Pakistan. The findings revealed that green transform-
ational leadership has a significant and positive influence on green performance.
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The globe is currently suffering from various environmental issues. According to a
recent IQAir (2021) analysis, Lahore is the world’s second most polluted city. As a
result, it is critical to include Lahore city in policymaking. Many studies have been
conducted to determine the effect of green transformational leadership on green
innovation and other factors. The impact of green transformational leadership on
environmental performance had received less emphasis in previous research.
Furthermore, it pays less attention to the mediating effects of green human resource
management and green innovation between green transformational leadership and
environmental performance.

This study contributes to literature from various perspectives. Firstly, we carried
out a current study in Pakistan and considered Lahore because it is the world’s
second-largest polluted city and other big cities, including Karachi and Rawalpindi.
Second, this study examines the very first-time impact of green transformational lead-
ership on environmental performance. Third, we also consider mediating role of
green human resources management and green innovation between green transform-
ational leadership and environmental performance using structural equation model-
ing. This study offers practical implications for the top management.

The remainder of the paper is organized as follows: Section 2 covers the literature
review, section 3 discusses data and methods, section 4 elaborates on the study’s find-
ings, and section 5 explains the conclusion.

2. Literature review
2.1. Theoretical framework

We develop this model upon the Ability Motivation Opportunity (AMO) and
Resource-Based View (RBV) theory. The relationship between firm performance and
human capital is not a new concept; the present literature of HRM has its origin and
approach (Takeuchi et al., 2007). The resource-based view (RBV) proposed that per-
formance and competitive advantage are grounded upon how firms inspired their
valuable strategic resources that are imperative, occasional, and problematic to repli-
cate in the markets by the rivals (Nishii et al., 2008). According to the AMO theory,
HPWS are a set of HR practices that are structured based on three main aspects: abil-
ity, motivation, and opportunity (AMO) (Appelbaum et al., 2000). When it comes to
abilities, a number of methods are utilized to ensure that staft have the knowledge
and skills necessary to execute a specific work, including recruiting and selection and
training and development programs.

In the same way, motivation is based on performance evaluation and financial and
non-financial incentives used to motivate people to achieve their performance goals.
Finally, the term ‘opportunity’ refers to a set of policies that encourage employee par-
ticipation in various activities through increased involvement, information exchange,
and personal liberty. Increasing the capacity of employee Green training is essential
to surge cooperation with customers and suppliers (Ding et al., 2022; Yu et al., 2020).
Leadership and employees, in our point of view, is an important factor likewise to
any other resources of a firm, where the main purpose of GHRM practices is to pro-
gress, motivate and create opportunities to demonstrate longer job performances for
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firms to resolute competitive advantage and elite performance (Boxall & Steeneveld,
1999). Thus, we claim that human resource indulges the basic standard of RBV for
producing an auxiliary better performance and persistent advantage. A firm’s multi-
layered social system is rooted in human capital, which makes the firm’s integral fea-
ture to use in an organization optimally compared to rivals in the market (Khan
et al., 2021; Singh et al., 2020).

2.2. Hypothesis development

2.2.1. Green transformational leadership (GTL) and green human resource man-
agement (GHRM)
A firm’s future and current course of action depend upon transformational leadership
influence in active markets (Bass & Avolio, 1993). Employees will develop strong faith
if leaders have a strong belief in their vision, produce an innovative vision, and com-
municate their vision vividly to the employees. Green transformational leadership is
defined by Chen and Chang (2013) as the trait of a leader who encourages and moti-
vates his colleagues to achieve environmental goals that go above and beyond what is
expected of them from an environmental perspective. While, green performance may
be defined as the performance of software and hardware that are included in the pro-
cess of innovation which a company executes in green process and products that
involve the modernization in technologies like the anticipation of pollution, saving
energy, recycling of wastes and commercial environment administration (Chen et al,,
2006). Zhu et al. (2005) advised that transformational leadership motivates an ideal
level of inspiration, faith, solidity, assurance, and performance. According to some
studies, knowledgeable-driven transformational leadership certainly inspired talent
managing, performance administration, and proficiency of employees (Jia et al.,2018).
Green aspects of green human resource management are related to the green aspect,
which practices objectives to aid organizations to attain, produce, inspire and endure
the green conduct of employees in the organization (Dumont et al., 2017). Whereby,
we estimate that to achieve green performance and innovation, GTL plays a vital part
in devising and practising policies that aid green human resource management
(GHRM) to help the firm to act on its visions and strategies enabling to achieve
green performance (Jia et al., 2018). GTL stresses upon employees’ distinct require-
ments, which encourages them to produce and practice GHRM policies to influence
their followers inspired and endowed. Consequently, we predict that GTL has a wide
role in aiding positive GHRM practices, such as training and development, recruit-
ment and selection, and performance-based incentive, which are based upon GTL to
achieve the desired goals of firms (Zhu et al., 2005). Appelbaum et al. (2000), there-
fore, AMO theory postulates GTL empowers GHRM to improve employees’ abilities
and motivation and create opportunities relevant to environmental management
actions (Haddock-Millar et al., 2016) concerning green innovation and environmental
performance (Chan, 2005). Therefore, we predict that;

HI: Green transformational leadership (GTL) has a significant relationship with
green human resource management (GHRM).
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2.2.2. Green human resource management and environmental performance
Managing human resources (HRM) helps a business achieve its long-term objectives.
The traditional job of HR is to communicate corporate executives’ strategic vision to
their employees and assist them in understanding the vision, which is traditionally
the responsibility of HR professionals (Lado & Wilson, 1994). Evans (1986) claimed
that the immediate implications of human resource management include success in
implementing the strategic goal and the effectiveness of the company. The term green
human resource management (GHRM) is used as an abbreviation for green human
resource management. GHRM encompasses recruiting and retaining environmentally
conscious workers, providing environmental training, and considering employees’
environmentally conscious contributions in performance evaluations (Guest, 1997).
Kim et al. (2019) carried out a study and found a relationship between green HRM
and the environmental performance of the hotel industry. The study’s findings show
that GHRM plays a significant positive role in environmental performance. Roscoe
et al. (2019) also examined the nexus between GHRM and environmental perform-
ance. The findings show that GHRM plays a major role in improving environmental
performance. Rawashdeh (2018) found GHRM positively and significantly enhances
the environment in the health sector of Jordan. Hence, based on literature, we specify
the following hypothesis;

H2: There is a significant relationship between GHRM and environmental
performance

2.2.3. Green transformational leadership (GTL) and green innovation
Production or development of environmentally friendly products and processes refer
to as green innovation through the implementation of firm practices such as using
eco-friendly principles, dropping emissions, use of less material in production and
design, use of green raw materials, less use of electricity and water (Albort-Morant
et al, 2016). Seeck and Diehl (2017) past studies evaluation on HRM innovation
comparatively administrative and process innovation have less impact than product
and technological innovation. Considering RBV (Barney, 2001) and AMO
(Appelbaum et al., 2000), we envisage firms that value their employees; influence
them will achieve green HRM through motivation and opportunities to channelizing
their potential for green products and innovation (Shahzad et al, 2021; Singh
et al., 2020).

H3: Green transformational leadership has a significant relationship with
green innovation

2.2.4. Green innovation and environmental performance

Organizational initiatives towards fulfilling societal prospects vis-a-vis the natural
environment in compliance with rules and regulations relevant to environmental per-
formance (Chan, 2005). It includes the environmental effects of a firm’s product,
processes, resource consumption, and products fitting with the environment’s legal
implication (Dubey et al., 2015). As per preceding studies quality of environmental-
friendly products, green products, and process innovation integrates business opera-
tions and product development based upon environmental performance (Dubey
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et al, 2015; Rehman et al, 2021). Further, green product and green process innov-
ation decrease the negative or damaging impact on the organisation’s environment
and contribute to increasing the organization’s social and financial performance by
reducing the cost of waste (Weng et al., 2015; Yan & Zhang, 2021). Therefore, by
using RBV, we forecast that green product and green process innovation remain
major resources that augment environmental performance and help make goodwill
with main stakeholders. So, we estimate that:
H4: Green innovation has a significant impact on environmental performance.

2.2.5. Green transformational leadership (GTL) and environmental performance
Transformational leaders have an influence on organizational performance in a var-
iety of ways, including employee behavior and attitude, employee engagement, and
economic health (Barling et al., 2009), green performance (Ramus & Steger, 2000),
and psychological performance. Cop et al. (2021) found that green transformational
leadership positively affects green work engagement, ultimately affecting environmen-
tal performance. Hence, based on the literature, we formulated the follow-
ing hypothesis.

HS5: There is a positive effect of green transformational leadership (GTL) on envir-
onmental performance.

2.2.6. Green transformational leadership and environmental performance:
Mediating role of GHRM
Leadership emphasis on empathetic, envisaging and governing both personal and
interpersonal floppy aspects in what manner people influence one and the other
toward shared goals (Northouse, 2021) whereas, the HRM focused on enterprises
processes besides systems to affect employees on a bigger scale (Lin et al, 2013).
Therefore, we conclude that HRM and leadership are intricate in organizing people at
work from various perspectives (Ahmed et al.,2021; Leroy et al., 2018). Though, lead-
ership plays an important role as a precursor than moderating or mediator role as
leadership encourages HRM practices that affect innovation and higher performance,
which develop HRM-Innovative-Performance linkages. Top-level encouragement, sup-
port, endorse employees’ environmental practices designing an ecological product
that reduces pollution and resources (Renwick et al., 2013). Though, we forecast that
GTL implies formulation of GHRM policies and practices (Meo et al.,2020) as GTL
influences GHRM practices management, the performance of employees, employee
efficiency, and to convey organization’s policies and designs (Carton et al., 2014;
Arici & Uysal, 2021). Therefore, we postulate that GTL affects the implementation of
practices in GHRM to link pro-environmental image toward improving the
company’s status in front of significant stakeholders.

Hence, we suggest:

H6: Green HRM mediates Green transformational leadership and environmental
performance.
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2.2.7. Green transformational leadership and environmental performance:
Mediating role of green innovation
GHRM contributes to developing awareness about the environment by employees,
enhancing green creativity, and encouraging green organization presentation
(Renwick et al., 2013). Rendering to past studies, green HRM inspired green innov-
ation and green organization performance, but these research areas require an exten-
sive and practical approach to analyze firms experience considering their main
stakeholders’ involvement in eco-friendly management practices (Tang et al., 2018).
For effective environmental practices, firms should recruit employees with environ-
mental beliefs and values and use appraisal, green training, development, and green
compensation as core requisites to encourage employees for influential environmental
performance (Rehman et al.,2021; Renwick et al., 2013). Green process and product
innovation drastically offset the negative impact of the organization and increase the
organization’s performance via a cost reduction, times of waste, and other resources
(Del Giudice et al., 2018). Using RBV (Barney, 2001) and AMO (Appelbaum et al,,
2000) theory, it is forecast that green human resource management (GHRM) indir-
ectly stimulates the environmental performance of the organization through the medi-
ating role of green product innovation and green process innovation.

H7: Green innovation mediates the relationship between Green transformational
leadership and environmental performance.

2.2.8. Green transformational leadership and environmental performance:
Moderator role of environmental values
Individual green values and environmental duties have been neglected in the litera-
ture for moderators. According to some studies, Supplies Values Fit theory (SVFT)
proposed green behaviour of an employee is optimistically influenced when individu-
als are entrenching with green values by green HRM practices. Our present study
enlightens the new dimension of the growing research area by using green environ-
mental value as the moderator (Gilal et al.,2019; Khan et al.,, 2020). Based on the
resource research paper, leadership is an integral internal factor in advancing envir-
onmental management. Transformational leadership has a direct and exceptional
influence on developing an innovative environment by boasting up members, which
eventually affects the organisation’s performance (Hameed et al., 2020; Zhu et al,
2005). When psychological supervisor characteristics matches and best fit the employ-
ees, it strengthens a relationship with the environment. Employees with environmen-
tal values will struggle to achieve the organisation’s goal (Cheema et al., 2020).
Therefore, we postulate that environmental values embedded through transform-
ational leadership (GTL) play an essential role in developing a sense of responsibility
amongst employees, which influences employees to implement green behaviour; to
improve the company’s environmental performance.

H8: Environmental values moderates the relationship between green transform-
ational leadership and environmental performance.

Lastly, Figure 1 presents a relationship structure among all variables.
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Figure 1. Research framework.
Source: research framework developed by authors.

3. Data and methodology

The data was gathered from small and medium-sized enterprises (SMEs) in Lahore,
Karachi, and Rawalpindi. A self-administered questionnaire was employed for data
collection from sample firms, and purposive sampling was used to ensure a represen-
tative sample. Employees who were actively involved in adopting green practices were
surveyed for data. For data collection, surveyors were employed. Following the
instructions supplied to surveyors, they briefed all respondents about the research’s
aim and then requested them to complete the questionnaire, which they duly com-
pleted. Filling out a questionnaire was their next step once they had agreed to do so.
The surveys were completed by 200 employees from 20 of the selected companies. To
summarize, a total of 110 valid responses were analyzed.

The demographic analysis presented in Table 1 shows that 70% of respondents
have a bachelor’s degree, 20% have a master’s degree, 5% have a PhD, and 5% have
additional professional degrees. The majority of respondents (about 50%) were
between the ages of 40 and 50, with 30% between the ages of 30 and 40 and 20%
above 50. While 90% of respondents were male, only 10% were female.

3.1. Questionnaire and pre-test

All of the tools used to measure the underlying constructs were derived from prior
investigations. All of them were multi-item measures. A scale of green transform-
ational leadership, green product innovation, green human resource practices, and
environmental performance adopted from the (Singh et al., 2020). Environmental val-
ues and green innovation were adopted Hameed et al. (2020). The instrument’s con-
tent validity was tested by distributing it to five experts, two of whom were human
resource managers at the sample companies and three of whom were assistant profes-
sors with expertise in human resource management. Following their advice, a few
small changes were made. In order to guarantee that the questionnaire was under-
standable, a pilot study was undertaken, and 45 respondents were given the question-
naire to provide feedback. No changes were needed to the questionnaires. Reliability
analysis was also carried out to determine the internal consistency of the scales
employed in the research.
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Table 1. Demographic analysis of respondents.

Demographic of respondents Percentage
Education Bachelor’s degree 70%
Master's degree 20%
PhD 5%
Other professional education 5%
Age >50 20%
40 and 50 50%
30 and 40 30%
Gender Male 90%
Female 10%

Source: authors own estimation.

The main reason for including Small and Medium Enterprises (SMEs) in our study
is that SMEs play a significant role in economic growth. The SMEs contribute to cre-
ating jobs and global economic development in the worldwide business sector. SMEs
account for approximately 90% of global business and employment. Small and
medium-sized enterprises (SMEs) account for nearly 40% of national income in
developing economies. According to World Bank estimates, around 600 million jobs
will be required by 2030 to address the growing global workforce, allowing govern-
ments in many countries to prioritize SME development (World Bank, 2021). In
recent years, small and medium-sized businesses have been entering the business
market and expanding their operations by formalizing effective strategies to improve
their performance in the international market.

3.2. Data analysis

This study used PLS-SEM for testing the proposed hypothesis in the present study.
The reason to use Smart PLS 3 is that it is easy and compatible due to its modern
assessment technique. Moreover, Smart PLS 3 is used and adopted in several business
and hospitality sectors due to its modern assessment technique (Mehmood
et al.,2021). According to the rule of thumb, the valuation of the model entails two
steps comprising the inner (structural) and outer (measurement) model
(Rasoolimanesh et al., 2018). The PLS-SEM has proven to be a convenient technique
for testing and assessing structural modelling (Khan et al., 2021). Further, an effective
model assessment is supposed to be a flexible technique (Mishra et al.,2019). Another
reason to use PLS-SEM is that its requirements are less for the sample size in contrast
with the normality of data and AMOS (Arain et al., 2020). Hence the reason to use
PLS-SEM is to evade sample size and data normality issues. In addition to this, algo-
rithmic and bootstrapping techniques are performed to evaluate loadings of factors to
test construct validity and also internal consistency reliability (Ali et al., 2021). First,
we have calculated the measurement assessment model, then through structural
model assessment, estimations were calculated.

3.3. Measurement model assessment

The valuation of the measurement model was conducted, and convergent validity was
assessed using loadings, competitive reliability and average variance. Seeing Table 2,



5282 (%) X.SUNET AL

Table 2. Convergent validity.

Variables ltems Loading Alpha CR AVE
Green Transformation Leadership GTL1 0.858 0.899 0.924 0.753
GTL2 0.890
GTL3 0.896
GTL4 0.826
Green Human Resource Management GHRM1 0.404 0.901 0.912 0.523
GHRM2 0.829
GHRM3 0.882
GHRM4 0.671
GHRM5 0.778
GHRM6 0.731
GHRM7 0.824
GHRM8 0.504
GHRM9 0.514
GHRM10 0.903
Green Innovation Gh 0.888 0.858 0.905 0.646
GI2 0.921
GI3 0.895
Gl4 0.823
GI5 0.866
Gl6 0.091
Environmental Performance EP1 0.789
EP2 0.898
EP3 0.852
EP4 0.912
EP5 0.841 0911 0.934 0.739
Environmental Value EV1 0.889 0.918 0.942 0.803
EV2 0.928
EV3 0.880
EV4 0.887

Source: authors own estimation.

Figure 2, and Figure 3 factor loadings, all values exceeded the suggested value of 0.50
e. Moreover, composite reliability (Ali et al., 2021) also exceeds the suggested value of
0.60. In addition, average variance extract (AVE) all values are more than the sug-
gested values of 0.50 for all under-study constructs (Hair et al., 2016). Items having
the lowest factor loadings were deleted (<0.50). Similarly, the measurement from
Table 3, findings of validated discriminated validity from Heterotrait-Monotrait Ratio
(HTMT), can be analyzed as the values as discussed by Shehzadi et al. (2020) are not
exceeding than the established bottom-line value of 0.85 which confirmed its discrim-
inant validity.

3.4. Structural model assessment

Structural modeling was conducted concerning SMEs to estimate the hypothesis after
determining the model’s reliability and evaluating the measurement model. To ana-
lyze the path coefficients of model, t-values and standard errors are calculated and
the significance of the relationship with collected data. The path coefficient values
showed that the hypothesis was supported or not supported. For the estimation of
moderation effects bootstrapping technique was applied in Smart-PLS 3 (Ringle et al.,
2012). The findings presented in Table 4 show a significant and positive relationship
between GRTL and GHRM (f =0.144, t=5.586), which support H1. Moreover, the
findings also show a positive and significant relationship between GHRM and EP
(B=0.098, t=3.812), which also suggests support of H2. We also find a positive
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Figure 2. Measurement model assessment.
Source: authors own estimation.

relationship between GTL and GI (B=0.341, t=14.174) which also support the H3.
The study’s findings can be supported by Halbesleben et al. (2003). They find that
organizational creativity highly depends on the leaders of the organization.
Andriopoulos (2001) also confirms that leaders play a major role in improving the
environment’s performance. Mittal and Dhar (2016) also find that GTL plays a posi-
tive role in GI. We also find a positive and significant relationship between GI and
EP (B=0.541, t=25.659), which support H4. Rehman et al. (2021) find that positive
change in GI leads to positive change in EP. Qiu et al. (2020) confirm that GI
improves the overall firm’s performance. Mahto et al. (2020) find that GI can
improve environmental performance. Moreover, GTL and EP also have a positive and
significant association (= 0.260, t =3.048) which support H5. Zafar et al. (2017) val-
idate the findings and demonstrate that environmental performance improves due to
GTL. Chang et al. (2014) complement these findings by stating that environmental
performance improves significantly due to GTL. The results also show a moderating
effect of EV between GRTL and EP, supporting HS.

Table 4 shows the mediation results, indicating that green HRM and green innov-
ation significantly mediate green transformation and environmental performance. In
this regard, green human resource management and green innovation play essential
roles even with a direct relationship with ecological performance. Lastly, Table 5
reports the indirect relationship and support H6 and H7, confirming the mediation
and moderation effects.

4. Discussion

This study examines the impact of green transformational leadership effect on envir-
onmental performance. Our analysis also strengthens the previous research in which
transformational leadership influences HRM practices that invoke green innovation
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Table 3. Discriminant validity (HTMT ratio).

GTL GHRM Gl EP EV
GTL 1
GHRM 0.433 1
Gl 0.543 0.128 1
EP 0.154 0.579 0.323 1
EV 0.532 0.535 0.453 0.359 1

Source: authors own estimation.

effects on environmental performance (Singh et al., 2020). This study further supports
that initiating green innovation in the organization will provide the chance of first-
mover, which will aid in gaining market share (Guan et al.,, 2020). The conclusions of
our study provide the impact relevant to environmental values in green transform-
ational leadership and green human resource management practices. The previous lit-
erature recognizes the impact of green innovation through the underpinning theory
of AMO, which improved the environmental performance of SMEs (Singh et al,
2020). Our study also supports the AMO theory and RBV, wherein leadership and
employees play a pivotal role in raising the competition amongst firms.

In this study, we added the environmental values as moderating effect on green
HRM practices to further contribute to the scholarly work of (Singh et al., 2020) and
to fortify the connection between green transformational leadership and green HRM
practices, ultimately determining impact on environmental performance. This study
showed that environmental values do not significantly relate to GHRM practices. The
fact that attitudes and values, not necessarily influence environmental performance
improvement has also been highlighted. People’s behaviour and attitude change and
vary, which may not significantly influence implementing pro-environmental behav-
iour. The study’s findings align with Dietz et al. (2005). The study’s conclusions
exhibited no impact of environmental values in implanting green HRMS practices.
However, it was found that the percentage of environmental variables is relatively low
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Table 4. Path analysis.

Direct Relationship Coefficient Std. Error t-Statistic Prob. Hypothesis Decision
GTL -> GHRM 0.144 0.025 5.586 0.000%*** H1: Supported
GHRM -> EP 0.098 0.026 3.812 0.0007%** H2: Supported
GTL -> Gl 0.341 0.024 14.174 0.000%** H3: Supported
Gl -> EP 0.541 0.021 25.659 0.000%** H4: Supported
GTL -> EP 0.260 0.089 3.048 0.002*** H5: Supported
Moderating Effect 1 -> EP 0.019 0.008 2375 0.023** H8: Supported

wrk & FErefers to level of significant at 1% and 5% respectively.
Source: authors own estimation.

Table 5. Path analysis.

Indirect Relationship Coefficient Std. Error t-Statistic Prob. Hypothesis Decision
GTL -> GHRM -> EP 0.014 0.004 3.198 0.0071%** H6: Supported
GTL -> Gl -> EP 0.184 0.013 13.979 0.0007%** H7: Supported

*** refers to the level of significance at 1%.
Source: authors own estimation.

due to low external weightage. However, Green human resource management practi-
ces develop a significant relationship with green innovation, which positively
improves environmental performance as a mediator. This study also supports the sig-
nificance of HRM practices as a mediator to influence green innovation (Jia et al.,
2018). Therefore, our study verifies green innovation’s optimistic and constructive
effect on environmental performance.

4.1. Theoretical contribution

As explained earlier, the environmental performance has become a significant and
impactful area for many researchers. Several types of research are being conducted to
determine various variables affecting environmental performance. Firstly, our research
studied the role of environmental values invoking environmental performance in
organizations. Secondly, to link the gap, the present research contributes to the exist-
ing knowledge by testing the relationship between green transformational leadership
and green human resource practices in the SMEs through moderating effect of envir-
onmental values. Secondly, the measurement approach investigating the impact of
values would be an addition to the existing literature. Thirdly, the researcher also
deduces that environmental values are not necessary to improve environmental per-
formance by integrating them into HRM practices. Fourthly, the study validated that
green innovation as a mediator is an essential variable to enhance ecological
performance(Renwick et al., 2013). Therefore, the contemporary research concentrat-
ing on the impact of environmental values as a moderator for strengthening or modi-
fying the relationship between GTL and GHRM deduced less contribution towards
the improvement of environmental performance.

4.2. Practical implication

This research provides some significant recommendations to leaders and managers
on fostering green innovation and utilising it for improved environmental
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performance to outperform competitors in the market. In order to implement green
HRM practices, firms should promote and encourage green leadership attributes,
according to the findings of our study. To attract, develop, and retain workers who
share the company’s commitment to environmentally friendly business operations
and products, the HR department must adopt green HR practices. Consequently, to
remain relevant and competitive, we recommend that the firm’s transformational
leadership create an atmosphere in which people with green ability and motivation
feel supported and are given chances to achieve their green potentialities.

4.3. Limitation and future directions

Firstly, the data was collected from SMEs working in big cities of Pakistan, so it is
suggested that future researchers should target other cities of Pakistan covering broad
geographical areas like Faisalabad, Bahawalpur, and Multan division. Secondly, the
environmental values scale is adopted generally to measure the effect of environmen-
tal values on the HRM practice. It is suggested that researchers test the environmental
values for employee level construct based on Best-Worst Scale (BWS) to validate the
result of the hypothesis further. Thirdly, this research used environmental values as
moderators; it is suggested that future research should consider pro-environmental
behaviour or environmental knowledge as moderators.

Note

1. https://www.zameen.com/blog/tips-solve-environmental-issues-pakistan.html
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