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ABSTRACT
Green human resource management (GHRM) has emerged as an important 
organizational strategy for enhancing sustainability and employee outcomes. This study 
examines the effect of GHRM on employee job performance through the mediating 
role of employee innovation and the moderating role of work environment in the 
Indonesian banking sector. Drawing on the resource-based view and ability–motivation–
opportunity perspectives, data were collected from 272 employees working in 
Indonesian banks. The proposed model was analyzed using partial least squares 
structural equation modeling (PLS-SEM). The results indicate that GHRM positively 
influences employee innovation and employee job performance. Employee innovation 
is also positively associated with employee job performance and partially mediates the 
relationship between GHRM and employee job performance. Furthermore, the findings 
reveal that work environment strengthens the positive effect of employee innovation 
on employee job performance, suggesting that supportive workplace conditions 
enhance the effectiveness of innovative employee behavior. These findings contribute 
to the growing GHRM literature by providing evidence of the mechanism through 
which GHRM improves employee performance and by highlighting the contextual role 
of work environment in translating innovation into performance outcomes. The study 
also offers practical insights for banking organizations seeking to improve employee 
performance while advancing sustainability-oriented human resource practices.

1.  Introduction

The banking sector has become an important actor in the transition toward environmental sustainability, 
as banks are increasingly expected to embed environmental considerations into their internal operations, 
service processes, and employee practices (Kabir et  al., 2023; Ng et  al., 2024). Sustainability has therefore 
become a major concern in this sector, and banks are increasingly integrating sustainability-oriented 
policies for employees into organizational practice (Alwali & Alwali, 2026; Javed et  al., 2026). Within this 
setting, green human resource management (GHRM) has emerged as a critical component of corporate 
social responsibility and environmental management strategies (Joshi et  al., 2023; Khanra et  al., 2022). 
GHRM encompasses the processes, practices, and operational frameworks that promote environmental 
sustainability (Patwary et  al., 2023), facilitating organizations in achieving environmental sustainability 
goals and improving overall performance (Aftab et  al., 2023; Ghobakhloo et  al., 2021).

GHRM has evolved from the environmental management literature into a strategic human resource 
approach that integrates environmental objectives into organizational systems and employee practices. 
Foundational GHRM literature conceptualizes GHRM as a mechanism through which organizations 
develop environmentally responsible employee capabilities and align sustainability objectives with 
long-term organizational performance (Jabbour & Jabbour, 2016; Renwick et  al., 2013). From this 
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2 J. NOOR ET AL.

perspective, GHRM creates organizational value by fostering employee competencies, motivation, and 
opportunities that support both environmental and performance outcomes.

Although prior studies have established positive relationships among GHRM, employee innovation, 
and performance outcomes, these findings mainly explain whether GHRM is associated with better out-
comes rather than how and under what conditions these outcomes are achieved. Prior research has 
linked GHRM with green behavior, innovation, and performance-related outcomes (Afsar et  al., 2018; 
Aftab et  al., 2022; Ragas et  al., 2017). However, the mechanism through which GHRM is translated into 
employee job performance and the conditions that enable employees to convert innovation into perfor-
mance remain less clear, particularly in service-intensive sectors.

The Indonesian banking sector provides an appropriate setting to examine this unresolved issue. 
Unlike manufacturing organizations, banks rely heavily on employee behavior, innovation, and sustainable 
service delivery to achieve organizational outcomes (Buallay, 2019; Tanova & Bayighomog, 2022). Indonesia 
provides a theoretically relevant context because its banking sector operates in an environmentally chal-
lenged developing-country setting where sustainable green practices are still being adopted. This context 
allows the study to examine how GHRM practices, employee innovation, and supportive work environ-
ments interact in translating sustainability-oriented HR practices into employee performance.

Accordingly, this study aims to examine how GHRM is translated into employee job performance and 
under what conditions this translation occurs in the Indonesian banking sector. Three objectives guide 
the study: first, to examine the relationship between GHRM and employee job performance; second, to 
examine whether employee innovation mediates this relationship; and third, to examine whether the 
work environment moderates the relationship between employee innovation and employee job 
performance.

This study contributes to the literature by clarifying how established relationships among GHRM, 
employee innovation, and employee job performance operate as a conditional process. First, it identifies 
employee innovation as an internal mechanism through which GHRM-related capabilities are translated 
into employee job performance, extending the explanation beyond the direct GHRM–performance rela-
tionship. Second, it shows that the performance value of employee innovation is conditional on the work 
environment, indicating that innovation alone is insufficient when employees lack supportive conditions 
to implement new ideas. Third, by integrating these relationships, the study extends the 
ability-motivation-opportunity (AMO) and resource-based view (RBV) by showing how GHRM provides 
ability, motivation, and opportunity conditions that develop employee innovation as a valuable employee 
capability, while a supportive work environment enables this capability to generate performance. The 
Indonesian banking context therefore serves not only as a setting but also as a service-oriented environ-
ment in which this mechanism can be observed.

2.  Literature review and hypothesis development

2.1.  Green human resource management

GHRM refers to the integration of environmental objectives into human resource functions such as 
recruitment, selection, training, performance appraisal, and reward systems (Jabbour & Jabbour, 2016; 
Renwick et  al., 2013). Pham et  al. (2019) noted that ‘green management was closely tied to HRM because 
employees were the human capital of organization’ (p. 865). GHRM practices are therefore designed to 
cultivate a sustainable workforce that endorses and understands environmental programs (Ahmad, 2015). 
From this perspective, GHRM creates organizational value by developing employee competencies, moti-
vation, and opportunities that support both environmental and performance outcomes. Existing research 
has established that GHRM is associated with employee innovation and employee job performance 
(Ávila-Robinson et  al., 2022; Do & Shipton, 2019; Gravina et  al., 2021; Mensah et  al., 2023; Oubrich et  al., 
2021), indicating that GHRM can influence both employee behavior and performance.

2.2.  AMO and RBV Theory

This study uses AMO Theory and RBV to explain different parts of the proposed model. AMO Theory 
explains how GHRM develops employees’ abilities, motivation, and opportunities to engage in innovative 
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Cogent Business & Management 3

behavior (Appelbaum et  al., 2000). RBV explains how employee innovation represents a valuable 
employee-based capability that can contribute to job performance (Barney, 2001). Thus, AMO explains 
the development of employee innovation, whereas RBV explains how this capability creates perfor-
mance value.

Meanwhile, RBV argues that sustainable competitive advantage emerges from valuable organizational 
capabilities and difficult-to-imitate resources (Barney, 2001). Accordingly, employee innovation represents 
the capability through which GHRM resources are converted into employee job performance. Work envi-
ronment further provides the conditions that determine whether this capability can be effectively trans-
lated into performance. Thus, AMO primarily explains the development of innovative behavior, while RBV 
explains its value for performance.

2.3.  GHRM and employee job performance

Employee job performance reflects the extent to which employees contribute to the achievement of organi-
zational goals through effective execution of tasks and responsibilities (Ragas et  al., 2017). In a 
sustainability-oriented context, job performance is increasingly associated with employees’ ability to integrate 
environmental considerations into business operations and decision-making processes (Le et  al., 2022). GHRM 
plays an important role in this regard by shaping employees’ awareness and behavior toward environmental 
sustainability through human resource practices (Aggarwal & Agarwala, 2023). By aligning HR practices with 
environmental objectives, GHRM enhances employees’ ability to contribute to both organizational perfor-
mance and environmental outcomes (Doghan et al., 2022; Raza & Khan, 2022), thereby strengthening the role 
of GHRM in improving employee job performance. Accordingly, GHRM can be viewed as a strategic approach 
that optimizes human resource utilization while reducing environmental impact and improving employee job 
performance. Therefore, this research proposes the hypothesis below.

H1. GHRM enhances employee job performance.

2.4.  Employee innovation and employee job performance

Employee innovation refers to the introduction and implementation of new ideas, technologies, and 
administrative practices aimed at improving production efficiency and organizational effectiveness (Scott 
& Bruce, 1994). Through innovative activities, employees can improve systems, processes, and products, 
thereby increasing work effectiveness and organizational outcomes (Engen et  al., 2021). As innovative 
employees are better able to identify problems and develop effective solutions, employee innovation is 
expected to enhance job performance. This argument is supported by empirical evidence demonstrating 
a positive relationship between employee innovation and job performance (Jiang et  al., 2012; Ouakouak 
& Ouedraogo, 2017).

GHRM fosters employees’ environmental commitment and creates a supportive climate for innovative 
behavior (Verburg et  al., 2007). Through green-oriented HR practices, employees are encouraged to 
adopt green technologies and optimize resource utilization, thereby enhancing innovation in the work-
place (Albort-Morant et  al., 2016). Such practices provide employees with the support and motivation 
needed to generate and implement new ideas. This argument is supported by empirical evidence show-
ing a positive relationship between GHRM and employee innovation (Mensah et  al., 2023). The relation-
ship between GHRM and performance can be explained through employees’ innovative behavior. By 
fostering environmental commitment and encouraging participation in green initiatives, GHRM creates 
conditions that support the generation and implementation of new ideas. Such innovative behavior 
enables employees to improve work processes and contribute to organizational effectiveness, ultimately 
enhancing performance outcomes. Previous studies have provided empirical support for these mecha-
nisms by showing that GHRM promotes pro-environmental behavior, strengthens innovation capabilities, 
and improves organizational outcomes (Dumont et  al., 2017; Kim et  al., 2017; Tang et  al., 2018)

Organizational activities impact the environment, influencing employee innovation and employee job 
performance (Dubey et  al., 2015). Furthermore, employee job performance is impacted by the selection 
of raw materials, production energy sources, environment, and product development technology  
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4 J. NOOR ET AL.

(Darnall et  al., 2008; Yasir et  al., 2020). Employee innovation influences the implementation of work envi-
ronment and the development of performance (Hermundsdottir & Aspelund, 2021). This enables banks 
to improve performance by adopting green processes, goods, and innovation activities (Le et  al., 2022).

GHRM can stimulate employee innovation by fostering environmental responsibility, organizational learn-
ing, and a supportive climate for the generation and implementation of new ideas (Hermundsdottir & 
Aspelund, 2021). Through GHRM practices, employees are encouraged to engage in innovative activities that 
contribute to both organizational effectiveness and environmental objectives (Ahsan, 2025; Pham et  al., 2019). 
Such practices provide employees with the motivation and resources needed to develop creative solutions 
and improve workplace processes (Elidemir et  al., 2020; Ogiemwonyi et  al., 2023).

Existing evidence therefore supports a positive relationship between GHRM and employee innovation. 
However, the literature provides less explanation of whether this innovation represents the main mech-
anism through which GHRM improves employee job performance. Thus, the unresolved issue is not the 
existence of the GHRM–innovation relationship, but how innovation converts GHRM practices into 
employee performance outcomes. Building on the insights, the following hypotheses are proposed.

H2a. GHRM is positively related to employee innovation.

H2b. Employee innovation is positively related to employee job performance.

GHRM provides employees with the abilities, motivation, and opportunities to develop and implement 
new ideas. Employee innovation therefore represents the process through which these GHRM-enabled 
capabilities are converted into improved work outcomes. Accordingly, employee innovation should medi-
ate the relationship between GHRM and employee job performance. Accordingly, the following hypoth-
esis is proposed.

H3. Employee innovation mediates the relationship between GHRM and employee job performance.

2.5.  Work environment as a moderator

The work environment encompasses the physical, psychological, and organizational conditions that influ-
ence employees’ work experiences and behaviors (Røssberg et  al., 2004). A supportive work environment 
provides employees with resources, collaboration, empowerment, and opportunities to apply innovative 
ideas (Anjum et  al., 2018). Therefore, employee innovation is more likely to improve job performance 
when employees have sufficient organizational support to implement their ideas. A supportive environ-
ment thus strengthens the conversion of innovative behavior into performance outcomes (Wei et  al., 
2018). As organizations increasingly recognize the importance of achieving environmental and organiza-
tional objectives, greater attention has been directed toward developing supportive work environments 
that facilitate employee effectiveness and goal attainment (Sarıköse & Göktepe, 2022; Zhou et  al., 2019). 
Prior studies indicate that a supportive work environment facilitates the implementation of innovative 
ideas and improves employee outcomes (Ángeles López-Cabarcos et  al., 2022). However, it remains 
unclear whether work environment changes the extent to which employee innovation is translated into 
job performance (Chaiyapruksayanonde & Ponchaitiwat, 2025). This distinction is important because gen-
erating innovative ideas does not necessarily ensure their successful implementation. Therefore, work 
environment is considered a boundary condition that may strengthen the effect of employee innovation 
on employee job performance (Shanker et  al., 2017; Vuong et  al., 2023). From the AMO perspective, a 
supportive work environment represents an opportunity condition that enables employees to implement 
innovative ideas. Therefore, the positive effect of employee innovation on job performance is expected 
to be stronger when the work environment provides sufficient support and opportunities. We propose 
the following hypotheses.

H4. Work environment positively moderates the relationship between employee innovation and employee job 
performance, such that the relationship is stronger under a supportive work environment.

Based on the preceding discussion and theoretical arguments, the proposed research model is pre-
sented in Figure 1.
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Cogent Business & Management 5

3.  Methodology

3.1.  Sample and procedure

Data were gathered from employees in Indonesia’s medium to large (i.e. >150 employees) sized banks. 
The employees are the principal figures within the organizations and possess knowledge of critical infor-
mation. The banking sector was selected preemptively as an important economic driver (Soleh & Noor, 
2021). A self-administered survey method involving multiple participants was used to enhance data 
effectiveness. First, A list of 55 banks was compiled, and eligible banks were randomly selected after 
contacting the relevant Indonesian Bankers Association. Second, correspondence with human resources 
managers of the 55 banks was carried out to determine environmental education or training programs.

The initial list included 55 banks. After screening and contacting the respective human resource man-
agers, 30 banks were excluded because they did not meet the study requirements or did not participate. 
The final sample therefore consisted of 25 participating banks. Within the participating banks, employees 
were recruited through the participating human resource departments, and participation was voluntary. 
Participant recruitment and data collection began after ethical approval was granted on 15 September 
2024 and continued until December 2024. No participant data were collected before ethical approval. 
The study was approved by La Tansa Mashiro University Human Resources Research Ethics Commission 
under approval number UNILAM/REG/09/2024. Furthermore, 400 questionnaires were distributed from 
September to December 2024. Verbal informed consent was obtained because the study involved an 
anonymous, minimal-risk survey administered in the workplace. No personally identifiable information 
was collected, participation was entirely voluntary, and the ethics committee approved the use of verbal 
rather than written consent to protect participants’ anonymity and reduce administrative burden. These 
procedures, together with clear survey instructions, were applied to reduce potential common method 
bias. Employees from 25 banking sectors received a sealed envelope containing the survey instrument 
and an introductory letter outlining the study’s main aim and assuring anonymity. Subsequently, 290 
completed questionnaires were obtained from employees. Of these, 272 correctly completed question-
naires were retained for analysis, resulting in a 68% usable response rate (272/400) and a 72.5% return 
rate (290/400). The source items were originally in English and were translated into Indonesian to ensure 
comprehensibility for the target respondents. The Indonesian version was then back-translated into 
English for verification. Differences between the versions were reviewed to maintain the original meaning 
and clarity of the items. The questionnaire was also reviewed for contextual suitability for employees in 
the Indonesian banking sector.

The final sample consisted of 272 usable responses from 25 participating banks. The number of 
respondents varied across the participating banks. Employees were treated as the unit of analysis, and 
the scales referred to employees’ individual perceptions and experiences of their work environment and 
HR practices. Because respondents were nested within banks, their responses may share organizational 

Figure 1.  Research model.
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6 J. NOOR ET AL.

characteristics, including HR practices, leadership, and work environment. Among the banks considered, 
60% were conventional, 28% were Shariah, and 12% were digital. The typical age of employees was 
35.8 years, with a gender breakdown consisting of 65.1% male and 34.9% female. Educationally, 83.4% 
held undergraduate degrees, while 16.6% had completed postgraduate education.

The questionnaires were refined through two rounds of pilot testing involving 16 and 20 participants, 
respectively. The first pilot test focused on identifying ambiguous wording and unclear items, while the 
second assessed the clarity and straightforwardness of the revised questionnaire. Based on participant 
feedback, unclear wording was refined and items requiring greater contextual clarity were adjusted 
before the main survey.

3.2.  Measurements

According to Hair et  al. (2018), the survey instruments were adapted from established measures for GHRM, 
employee job performance, employee innovation, and work environment. A five-point Likert scale ranging 
from ‘strongly disagree (1)’ to ‘strongly agree (5)’ was employed to capture varying degrees of agreement with 
each statement. The reliability of the scales was considered acceptable, with Cronbach’s alpha (α) values 
exceeding 0.70. To measure GHRM, Kim et  al. (2023) used a six-item scale that included the statement, 
‘Employees fully understand the extent of corporate environmental policy.’ The scale demonstrated acceptable 
reliability (α = 0.824). Na-Nan et  al. (2018) developed a 10-item scale to assess employee job performance, 
featuring the item, ‘Tasks are completed as per the specifications and standards,’ with a reliability coefficient 
of α = 0.851. Welbourne et  al. (1998) provided a four-item scale adapted to assess employee innovation. The 
scale included the item, ‘Working to implement new ideas’ and the reliability was confirmed with α = 0.806. 
Røssberg et  al. (2004) provided a 10-item scale to assess work environment. For this study, the items were 
contextually adapted to the Indonesian banking workplace while retaining their underlying meaning. 
Healthcare-specific references such as ‘ward,’ ‘patient treatment,’ and ‘treatment problems’ were replaced with 
workplace-relevant wording. The complete adapted items and reverse-scoring information are provided in 
Supplementary Appendix A. The adapted scale demonstrated acceptable reliability (α = 0.836).

3.3.  Data analysis

Data were analyzed using partial least squares structural equation modeling (PLS-SEM). In addition, this study 
emphasizes prediction and theory extension by simultaneously examining direct, mediating, and moderating 
relationships, making PLS-SEM an appropriate analytical approach (Hair et  al., 2020). In addition, PLS-SEM 
provides advantages over conventional regression techniques when examining mediation effects (Preacher 
et  al., 2007). Following the two-step approach suggested by Anderson and Gerbing (1988), the analysis con-
sisted of assessing the measurement model and the structural model. The measurement model was evaluated 
to examine the relationships between latent constructs and their indicators, whereas the structural model was 
used to test the hypothesized relationships among constructs (Hair et  al., 2020).

4.  Results

4.1.  Respondent profile

Among the participating organizations, 60% were conventional banks, 28% were Shariah banks, and 12% 
were digital banks. The average age of respondents was 35.8 years. Male respondents accounted for 
65.1% of the sample, while female respondents represented 34.9%. Regarding educational attainment, 
83.4% held undergraduate degrees and 16.6% possessed postgraduate qualifications.

4.2.  Common method bias

Because data were collected using a cross-sectional survey and a single respondent source, common 
method bias cannot be completely excluded. Following Kock and Lynn (2012), variance inflation factor 
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(VIF) values were examined to assess full collinearity. The VIF values ranged from 1.000 to 3.000, below 
the 3.3 threshold (Kock & Lynn, 2012) (Table 1). This suggests that severe common method bias is 
unlikely. However, this test does not eliminate the possibility of common-method effects. To reduce 
potential common-method bias, the questionnaire emphasized anonymity and voluntary participation, 
and an introductory letter explained that responses would be used for research purposes. The instrument 
was also translated and back-translated and refined through two rounds of pilot testing to improve item 
clarity and reduce potential response ambiguity.

4.3.  Convergent validity and reliability

Table 1 presents the results of the measurement model assessment. Convergent validity was established, 
as indicator loadings ranged from 0.717 to 0.853, exceeding the recommended threshold of 0.70. 
Negatively worded work-environment items were reverse-coded so that higher scores consistently repre-
sented a more supportive work environment. The response anchors were checked to ensure consistent 
coding across all items. WEV4 and WEV5 were removed during measurement assessment because they 
showed the lowest outer loadings (0.536 and 0.651, respectively). After deletion, the remaining WEV 
indicators showed improved outer loadings ranging from 0.717 to 0.843. EJP3 and EJP6 were also 
removed because their loadings were below 0.70. The deleted indicators were reviewed for content cov-
erage, and their removal was based on both low outer loadings and measurement consistency; the 
remaining indicators retained the core content of each construct. The deleted indicators and their origi-
nal loadings, deletion decisions, and substantive justifications are reported in Table S1 Indicator Deletion 
Decisions. In addition, the average variance extracted (AVE) values ranged from 0.580 to 0.687, surpass-
ing the recommended minimum value of 0.50. Reliability was also supported, with Cronbach’s alpha 
values ranging from 0.848 to 0.928 and composite reliability values ranging from 0.898 to 0.941, all 
exceeding the recommended thresholds (Hair et  al., 2022).

Discriminant validity was assessed using the Heterotrait–Monotrait (HTMT) ratio and the Fornell–
Larcker criterion. All HTMT values were below the recommended threshold of 0.90, supporting discrimi-
nant validity (Fornell & Larcker, 1981; Hair et  al., 2022). However, the HTMT values involving work 
environment were notably low (0.082 with employee innovation, 0.070 with employee job performance, 
and 0.082 with GHRM). These values suggest strong empirical distinctiveness of work environment from 

Table 1.  Validity and reliability assessment.
Constructs Items Loadings α CR AVE VIF

Employee innovation EIN1 0.825 0.848 0.898 0.687 1.673
EIN2 0.853
EIN3 0.790
EIN4 0.846

Employee job performance EJP1 0.805 0.928 0.941 0.666 1.673
EJP2 0.818
EJP4 0.832
EJP5 0.822
EJP7 0.817
EJP8 0.801
EJP9 0.798
EJP10 0.833

GHRM GHRM1 0.807 0.885 0.913 0.635 1.649
GHRM2 0.753
GHRM3 0.837
GHRM4 0.771
GHRM5 0.826
GHRM6 0.785

Work environment WEV1 0.717 0.910 0.917 0.580 1.019
WEV2 0.785
WEV3 0.789
WEV6 0.733
WEV7 0.773
WEV8 0.728
WEV9 0.717
WEV10 0.843

Source: Developed by the authors.
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the other constructs, although their magnitude warrants careful interpretation. The reliability, AVE, indi-
cator loadings, and Fornell–Larcker results provide additional evidence that the work environment con-
struct was adequately measured. Therefore, the low HTMT values are acknowledged as a measurement 
characteristic rather than interpreted solely as evidence of stronger discriminant validity. As shown in 
Table 2, all constructs met these criteria, providing evidence of adequate discriminant validity.

The coefficient of determination (R2) values indicate moderate explanatory power, with employee 
innovation (EIN) and employee job performance (EJP) accounting for 27.6% and 26.9% of the variance, 
respectively (Hair et  al., 2022). The R2 values indicate that the model explains a moderate proportion of 
the variance in the endogenous constructs. Therefore, although the significant relationships are statisti-
cally meaningful, their practical effects should be interpreted as partial rather than comprehensive. The 
remaining variance indicates that other factors also contribute to employee job performance. These may 
include individual capabilities, organizational support, leadership, motivation, and job-related conditions 
that are not included in the present model. Furthermore, effect size (f2) analysis was conducted to eval-
uate the relative contribution of each exogenous construct to the endogenous constructs. Following 
Cohen (1988), GHRM exhibited a large association with EIN (f2 = 0.381), whereas GHRM (f2 = 0.130) and 
EIN (f2 = 0.029) showed small effect associations with EJP.

Model fit and predictive relevance were assessed using the standardized root mean square residual 
(SRMR) and Stone–Geisser’s predictive relevance (Q2). The SRMR value of 0.049 indicates an acceptable 
level of model fit for a complex PLS-SEM model (Hair et  al., 2022). The Q2 values for EIN and EJP were 
0.185 and 0.174, respectively, indicating predictive relevance of the model. However, these values should 
not be interpreted as evidence of moderate out-of-sample predictive accuracy.

4.4.  Hypothesis results

Figure 2 illustrates the hypothesized relationships among the study constructs. The structural model 
was assessed using a bootstrapping procedure with 5,000 resamples. A hypothesis was considered 
supported when the t-value exceeded 1.96 and the ρ-value was below 0.05. The results indicate that 
GHRM was positively associated with employee job performance (β = 0.364, t = 6.321, ρ < 0.01) and 
employee innovation (β = 0.525, t = 11.495, ρ < 0.01). Furthermore, employee innovation was positively 
related to employee job performance (β = 0.172, t = 2.728, ρ < 0.01). These findings support H1, H2a, and 
H2b. The mediation analysis showed a significant indirect association between GHRM and employee 
job performance through employee innovation (β = 0.090, t = 2.576, ρ < 0.01, 95% CI [0.025, 0.163]). The 
direct GHRM–employee job performance association remained significant (β = 0.364, t = 6.321, ρ < 0.01), 
indicating partial mediation. The direct effect of work environment and the interaction effect were 
assessed. The interaction term was created from employee innovation and work environment scores 
and evaluated using f2, R2 changes, and VIF. The interaction term had a VIF of 1.005, indicating no 
critical multicollinearity. The interaction effect was significant (β = 0.169, t = 2.633, ρ < 0.01, 95% CI [0.008, 
0.251]; f2 = 0.037), supporting H4. The detailed results are presented in Tables 3 and 4.

Figure 3 illustrates the interaction effect and shows that the positive relationship between employee 
innovation and employee job performance becomes stronger under a more supportive work 

Table 2.  Discriminant validity assessment.
Constructs EIN GHRM EJP WEV

HTMT
EIN –
GHRM 0.602 –
EJP 0.412 0.511 –
WEV 0.082 0.082 0.070 –
Fornell–Larcker
EIN 0.829 –
EJP 0.369 0.816 –
GHRM 0.525 0.468 0.797 –
WEV 0.035 0.083 0.063 0.762

Abbreviations: EJP, employee job performance; WEV, work environment; EIN, employee innovation; GHRM, green human resource 
management.
Source: Developed by the authors.
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environment. Specifically, the slope under high work environment conditions is steeper than under low 
work environment conditions, indicating that supportive work environments strengthen the positive con-
tribution of employee innovation toward employee job performance.

5.  Discussion

Therefore, the findings suggest that GHRM contributes to employee job performance not only directly 
but also by developing employee innovation. From an AMO perspective, GHRM provides conditions that 
encourage employees to engage in innovative behavior. From an RBV perspective, employee innovation 
represents a valuable employee capability that can generate performance value. Thus, employee innova-
tion provides a mechanism through which GHRM-related capabilities are translated into employee job 

Figure 2.  Measurement model.
Abbreviations: GHRM, green human resource management; EIN, employee innovation; WEV, work environment; EJP, employee job performance.

Table 3.  Hypotheses results.
Hypotheses Relationship β t-value ρ-value VIF R² f² Decision

H1 GHRM → EJP 0.364 6.321 0.001 0.029 Supported
H2a GHRM → EIN 0.525 11.495 0.001 0.381 Supported
H2b EIN → EJP 0.172 2.728 0.006 0.130 Supported
H3 GHRM → EIN → EJP 0.090 2.576 0.010 0.037 Partial mediation
H4 EIN × WEV → EJP 0.169 2.633 0.008 1.005 Supported

EIN 0.276
EJP 0.269

Abbreviations: EJP, employee job performance; WEV, work environment; EIN, employee innovation; GHRM, green human resource 
management.
Source: Developed by the authors.

Table 4.  Bootstrapped confidence intervals for mediation and moderation effects.
Effect B t-value ρ-value 95% CI Results

Total effect
GHRM → EJP

0.454 9.948 0.001 [0.364, 0.543 ] Significant

Direct effect
GHRM → EJP

0.364 6.321 0.001 [0.251, 0.477] Significant

GHRM → EIN → EJP 0.090 2.576 0.010 [0.025, 0.163] Significant
EIN × WEV → EJP 0.169 2.633 0.008 [0.008, 0.251] Significant

Note: Bootstrap confidence intervals excluding zero indicate a significant effect.
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performance. The moderating effect further indicates that this capability is more effectively translated 
into performance when the work environment provides sufficient support and opportunities for imple-
mentation. Ren et  al. (2018) found a positive relationship between GHRM practices and employee job 
performance. The present findings are consistent with this relationship but extend previous evidence by 
showing that employee innovation provides a mechanism linking GHRM with employee job performance. 
This suggests that the effect of GHRM depends not only on the practices themselves but also on how 
employees are enabled to apply innovative behaviors. Because the study used cross-sectional data, these 
relationships should be interpreted as associations rather than causal effects. Reverse causality is also 
possible, as higher-performing or more innovative employees may evaluate their organizational HR prac-
tices more favorably.

GHRM practices can promote environmentally responsible behaviors by integrating environmental cri-
teria into recruitment, selection, and incentive systems, which in turn contribute to improved employee 
job performance (Ghouri et  al., 2020; Saeed et  al., 2019; Tanova & Bayighomog, 2022). By embedding 
sustainability-oriented practices in human resource management, organizations can encourage employ-
ees to engage in innovative and green-oriented behaviors that enhance organizational effectiveness. The 
integration of GHRM with green creativity further enables organizations to gain competitive advantages 
through improved employee innovation (Joshi et  al., 2023). In this regard, evidence from the banking 
sector in Indonesia also confirms that GHRM enhances employee innovation (Abbas & Khan, 2023).

Additional evidence supports the positive relationship between employee innovation and employee 
job performance. Employee innovation may contribute to improved job performance through initiatives 
that reduce energy use, air emissions, and material consumption. Such efforts help minimize the envi-
ronmental footprint of business activities while supporting performance across social, financial, and envi-
ronmental dimensions (Badir et  al., 2020; Jiang et  al., 2012). Additionally, GHRM is associated with 
employee job performance indirectly through employee innovation, which serves as a mediator in this 
relationship. GHRM provides employees with the knowledge, motivation, and opportunities needed to 
generate and implement new ideas. Thus, employee innovation represents the mechanism through 
which GHRM practices are translated into improved employee job performance.

The role of work environment in the relationship between employee innovation and employee job 
performance was examined. The results indicate that work environment strengthens this relationship. 
This finding suggests that employee innovation is not automatically converted into higher performance; 

Figure 3.  Moderating effect of work environment on the relationship between employee innovation and employee job 
performance.
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its performance value depends on whether employees have sufficient support and opportunities to 
implement innovative ideas (Bakker & Demerouti, 2007). Thus, the findings extend the GHRM–perfor-
mance explanation by identifying a conditional mechanism in which GHRM develops employee innova-
tion, while the work environment determines how effectively this capability is translated into job 
performance. This mechanism is particularly relevant in banking, where sustainability-oriented outcomes 
depend strongly on employee behavior and service processes.

6.  Implications

6.1.  Theoretical implications

The findings extend RBV by showing that employee innovation can function as a valuable employee 
capability through which GHRM-related resources are converted into employee job performance. Thus, 
the contribution of GHRM is not limited to developing green-oriented human resources but also to 
enabling employees to create and implement innovative work practices. The findings also refine the 
application of AMO Theory by linking its three elements to the GHRM process. GHRM develops employ-
ees’ ability through environmental knowledge and skills, motivation through supportive HR practices, and 
opportunity through conditions that enable innovative behavior. Employee innovation therefore rep-
resents an important mechanism through which these AMO conditions are translated into performance 
outcomes.

GHRM had an indirect effect on employee job performance through employee innovation. (Gerhart, 
2005) reported that GHRM practices including green recruitment, training and development programs, 
empowering employees, and incentive programs based on performance helped organization to attract, 
retain, and sustain environmental values. In this context, banks integrated GHRM practices into organiza-
tional structures, allowing human resources to focus on unique attributes that offered more significant 
advantages. Additionally, the organization implemented a well-planned GHRM framework focused on 
attracting, developing, and retaining employees with a strong environmental mindset. The method was 
essential for improving employee innovation and enhancing employee job performance to provide a 
competitive edge within the industry. Accordingly, employee innovation represents a mechanism through 
which GHRM-related capabilities are converted into employee job performance.

A positive relationship was found between employee innovation and employee job performance. 
Specifically, A work environment conducive to employee innovation can strengthen the relationship 
between employee innovation and job performance when organizations provide adequate support and 
opportunities. Rayner and Morgan (2018) stated that work environment with proactive strategies to 
develop green technologies enhances overall performance. Meanwhile, Bigliardi et  al. (2020) and Collins 
(2021) suggested that a bad managerial environment increased a reactive work atmosphere to elevate 
disaster risk and reduce credibility. The results showed that organization could develop and initiatively 
follow work environment in strengthening the connection between employee innovation and employee 
job performance. This indicates that the performance value of employee innovation depends on whether 
the work environment provides sufficient support and opportunities for implementation.

6.2.  Managerial implications

This study provides practical recommendations for banking organizations and managers on the integra-
tion of GHRM, employee innovation, and work environment to achieve high employee job performance 
and organizational goals (Bigliardi et  al., 2020; Collins, 2021; Rayner & Morgan, 2018). The practical effect 
of employee innovation on employee job performance was small (f2 = 0.029). Therefore, employee inno-
vation should be viewed as a supportive performance mechanism rather than a dominant determinant 
of employee performance. First, GHRM practices were essential for attracting, developing, and retaining 
employees in line with green values and principles. Banks should integrate environmental criteria into 
recruitment and selection to attract employees with green knowledge and values. Green performance 
appraisal should also be used to assess employees’ environmental and innovative contributions. Banks 
can provide rewards for employees who develop and implement innovative green practices. These 
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practices can play a significant role in supporting the strategy to stay competitive by improving employee 
innovation to secure an advantage and improve employee job performance. Employees in the banking 
sector viewed employee innovation as a valuable strategic resource in accomplishing environmental sus-
tainability objectives.

Second, work environment played a positive role in the innovation and employee job performance 
relationship. This showed that this organizational construct achieved green environmental goals. The pos-
session of a proactive work environment improved employee innovation practices and employee job 
performance. Supervisors should receive training to support employee innovation and encourage the 
application of new ideas. Banks should also create a supportive innovation climate by providing employ-
ees with sufficient resources, autonomy, and opportunities to implement innovative practices. In contrast, 
the lack of work environment support and limited employee participation reduced the ability to reach 
green environmental objectives. Therefore, Banks should establish a supportive work environment to 
minimize these negative effects and enhance employee job performance.

6.3.  Limitations and future research directions

Although this analysis has valuable insights, there are still limitations. First, the cross-sectional design 
limits causal interpretation and does not establish temporal relationships. Non-response bias cannot be 
completely ruled out because information on the characteristics and reasons for non-participation of the 
30 excluded banks was not systematically collected. Therefore, the participating banks may differ from 
non-participating banks, which may limit the generalizability of the findings. Management practices across 
organizations, industries, and countries vary significantly (Bloom & Reenen, 2010). Future studies could use 
longitudinal data to examine these relationships more dynamically. Second, the use of self-reported data 
may introduce response bias and common method variance because the constructs were measured from 
the same respondents using the same survey. Although procedural remedies were applied, common 
method variance cannot be completely ruled out. Future research could use multiple data sources and 
objective performance indicators. Third, the work-environment scale was contextually adapted to the 
banking setting; however, independent content validation by banking or HRM experts was not conducted 
before data collection. Its original development in another work context may also limit its contextual 
appropriateness. Future research should revalidate the adapted scale through expert assessment and 
additional empirical testing. Several indicators were deleted during measurement assessment based on 
low outer loadings and measurement consistency, which may have narrowed construct coverage. The 
deleted indicators and their original loadings and justifications are reported in Table S1. Indicator Deletion 
Decisions. Fourth, the study focused on the Indonesian banking sector, which limits generalizability across 
countries and industries. Future studies could conduct cross-country comparisons and examine other sec-
tors. Fifth, respondents were nested within 25 banks, and the present analysis treated employees as the 
unit of analysis without explicitly modeling bank-level clustering. Future research should assess intraclass 
correlations and design effects and consider multilevel or cluster-robust analysis. The sample also included 
conventional, Shariah, and digital banks, which may differ in organizational and HR practices. These dif-
ferences were described but not explicitly modeled. Future research should examine relevant individual- 
and bank-level characteristics as controls or conduct robustness analyses across bank types where sample 
sizes permit. Although the study examined several factors related to the constructs under investigation, 
other relevant factors identified in the existing literature were not included. Thus, future research could 
apply additional constructs to offer a broader range of insights and enrich the results.

7.  Conclusion

This study examined how GHRM is associated with employee job performance in the Indonesian banking 
sector by positioning employee innovation as a mediating mechanism and the work environment as a 
boundary condition. Using PLS-SEM on data from 272 employees in 25 banks, the results indicate that 
GHRM is positively associated with both employee innovation and employee job performance, and that 
employee innovation partially mediates the GHRM–performance relationship. The work environment 
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strengthens the association between employee innovation and employee job performance, indicating 
that innovative behavior contributes to performance more effectively when employees have sufficient 
support and opportunities to implement new ideas.

Theoretically, the study extends AMO Theory and the RBV by specifying employee innovation as the 
capability through which GHRM-related ability, motivation, and opportunity conditions are converted 
into performance value, and by identifying the work environment as the condition under which this 
conversion occurs. Practically, banks are encouraged to embed environmental criteria into recruitment, 
appraisal, and reward systems, and to provide the resources, autonomy, and supervisory support that 
allow innovative ideas to be implemented. Because the effect of employee innovation on performance 
was small and the data were cross-sectional, these findings should be interpreted as associations and 
employee innovation regarded as a supportive rather than dominant performance mechanism.
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