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Abstract 

Corporate sustainability in developing economies increasingly depends on firms’ ability to acquire, 
assimilate, and apply environmental knowledge to improve innovation and social outcomes. Green 
Absorptive Capacity (GAC) has emerged as a critical driver of both innovation and performance, but 
the specific pathways through which it influences Corporate Social Performance (CSP) remain 
underexplored. This study investigates the effect of GAC on CSP through the dual mediating roles 
of Green Innovation (GI) and Environmental Performance (EP), while also assessing the moderating 
influence of Green Organizational Culture (GOC). A structured survey was conducted among 280 
employees from sustainability-focused companies in India across sectors such as textiles, 
infrastructure, industrial services, and agricultural equipment. Data were analyzed using Partial 
Least Squares Structural Equation Modeling (PLS-SEM). The results show that GAC significantly 
enhances both GI and EP, which in turn positively influence CSP. GI and EP function as 
complementary mediators in the GAC–CSP relationship. Furthermore, GOC significantly moderates 
the relationship between GAC and GI, indicating that a supportive green culture strengthens the link 
between environmental knowledge and innovation. The study offers practical implications by 
demonstrating how environmental capabilities and organizational culture jointly promote 
sustainable and socially responsible corporate performance. 

Keywords: green absorptive capacity; green innovation; environmental performance; corporate 
social performance; green organizational culture; sustainability 
 

1. Introduction 

In the last 20 years, businesses and people have become more worried about environmental 
problems and how people’s actions affect the Earth. Consequently, many companies are working 
hard to support “green” methods and have slowly changed their rules and operations to reflect this 
worldwide concern for the environment [1]. Companies are creating new goods and services, ways 
of making things, and ways of doing business that are meant to protect the environment from 
damage, pollution, and other problems. They do this because they know that it is important to do so 
to help businesses and society achieve a sustainable environment [2–4]. Many contributions show 
that adopting green innovations doesn’t always lead to financial gains. To gain a competitive edge, 
especially when related to manufacturing innovations and increasing the chances of surviving [5], 
firms may need to cut costs to increase their productivity, open up fresh market possibilities, promote 
differentiation tactics, and improve their public image. The natural resource-based approach states 
that to preserve competitive advantages and level off EP, businesses should keep an eye on and take 
advantage of green business opportunities [6]. 
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Nevertheless, given their unique characteristics regarding other innovations [7,8] creating green 
innovations—also referred to as environmental innovations—is not an easy task. This raises 
significant managerial concerns for businesses that want to significantly reduce their environmental 
impact. Businesses frequently need to explore new external knowledge sources in addition to their 
current industrial knowledge base when developing innovations. According to Cainelli et al. (2015) 
[9], this type of innovation demands a wide range of resources and involves a high degree of novelty 
and uncertainty. Indeed, numerous studies have demonstrated the (unique) significance of 
collaborating with stakeholders to successfully implement environmental innovations [10]. However, 
less is known about the company’s internal ability to acquire relevant knowledge flows and turn 
them into goods or services that address environmental concerns. 

This study explores the enterprises’ capacity to learn from outside sources as a crucial 
precondition for the effective adoption of green innovation to fill this gap in the literature. More 
precisely, we concentrate on two components that make up this internal capability relationship 
learning, which is the capacity to share information and knowledge with supply chain partners [11] 
and absorptive capacity, which means being able to use the information that stakeholders create to 
make new goods, services, or methods [12]. 

Core skills have been identified in prior research as a crucial component of enhancing 
organisational performance using a variety of knowledge-based tactics to promote GI [13]. 
Organizational sustainability is mostly determined by further GI [14]. An organization’s internal and 
external resources and capabilities, arranged and integrated into all of its operations and tasks to 
prevent negative effects on the environment and organisational sustainability, might be considered 
its “green core competence” (GCC) [15]. Furthermore, absorptive capability and organizational 
sustainability have been found to positively correlate by Shahzad et al. (2020) [16]. Gaining a 
competitive edge over rivals is a crucial component of many industries worldwide. The ability to 
sense and adapt to changes in the external environment is a crucial component of the integration of 
green resources and capabilities [17]. To attain GI, GAC could change the sheer amount of knowledge 
resulting from relationship learning and green core skills. According to Cao and Ali (2018) [18], 
absorptive capacity is crucial since it can foster team innovation and knowledge production. 
Additionally, earlier research has shown that stakeholders influence organizations to spend money 
on organizational learning and knowledge management to reduce ecological risk, which impacts 
green organizational innovation [19,20]. Nonetheless, academic research has not yet examined the 
concept of GCC to improve GAC and green creativity. However, the fundamental skills as a whole 
were not given much attention by researchers, although they could be essential to eco-friendly 
product and process improvement. Due to this gap, researchers concluded that by integrating 
environmental issues and establishing what are known as “green core competencies,” core 
competencies might be included in the tourism sector. According to Prahalad and Hamel (2009) [21], 
researchers have previously examined the phenomenon of core competencies as a crucial ability to 
attain a variety of results in many businesses. But this study looks at the effects of GCC on a different 
area: the tourism business. The thought is also put forward that the tourism industry needs to change 
with the times and create a GCC in order to reach GI and GAC. 

However, the real issue of how these core competences may be applied throughout the various 
departments of a particular business to enhance or accomplish GI may still be faced by some hotels 
and restaurants. Because of this, this study also suggested GAC as a mediator that will facilitate the 
actual application of key skills to attain GI. According to Chen & Lin (2014) [22], it is also thought 
that companies with a strong green organizational culture may find it comparatively simple to 
increase GI by transforming their GAC. 

Furthermore, this research aims to examine the impact of GAC on CSP, considering the dual 
mediating roles of GI and EP, and the moderating role of GOC. Driven by this central objective, “the 
study intends to address the following research questions: 
RQ1. How does green absorptive capacity influence corporate social performance? 
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RQ2. Does green innovation mediate the relationship between green absorptive capacity and 
corporate social performance? 
RQ3. Does environmental performance mediate the relationship between green absorptive capacity 
and corporate social performance? 
RQ4. Does green absorptive capacity positively influence green innovation and environmental 
performance? 
RQ5. Does green organizational culture moderate the relationship between green absorptive capacity 
and green innovation? 

This research offers several significant contributions to the field of sustainable management and 
green innovation:“ 

Firstly, the study contributes to the relatively limited literature on how GAC, as a dynamic 
organizational capability, drives corporate social performance through GI and EP. While absorptive 
capacity has been widely examined in innovation literature, its specific green dimension and its 
impact on CSP remain underexplored, especially in the context of developing economies. 

Secondly, this research advances knowledge by empirically testing the mediating roles of GI and 
EP in the relationship between GAC and CSP. Previous studies have often examined these constructs 
in isolation, without integrating their interconnected mediating pathways. By analyzing these dual 
mediators simultaneously, the study adds clarity to the mechanism through which GAC enhances 
CSP. 

Thirdly, this study introduces the moderating effect of GOC on the relationship between GAC 
and GI. Prior research has acknowledged the influence of culture on innovation, but has not 
sufficiently addressed how GOC might shape the conversion of green knowledge into green 
innovation outcomes. This moderating effect sheds light on contextual factors that can amplify or 
suppress the influence of GAC. 

Lastly, the findings of this research have important practical implications for policymakers, 
sustainability professionals, and business leaders. The results offer clear insights into how 
companies—especially those in resource-intensive or high-impact sectors—can strengthen their 
environmental and social performance by improving their internal green capabilities and fostering a 
culture that supports sustainability. This study also supports the development of effective green 
policies, training initiatives, and strategic planning to promote long-term sustainable growth and 
environmental responsibility. 

2. Literature Review/Hypothesis Formulation of the study 

2.1. Green Absorptive Capacity and Green Innovation 
Environmental protection as a top priority and good environmental management in an 

organisation’s goods design or manufacturing procedure is called “green innovation”[23]. The 
importance can be seen in how companies use a GI strategy to combine outside knowledge with their 
own experience. The significance of absorptive ability in GI is emphasised by this. Effectively using 
external as well as internal skills can help businesses come up with new ideas that are better for the 
environment [24]. GI and GAC’s relationship is a key topic for study in managing the environment 
and sustainable development. This research says that GAC is very important for figuring out the GI 
for Pakistani small and medium-sized industrial businesses. 
H1: Green absorptive capacity positively relates to Green innovation 

2.2. Green Absorptive Capacity and Environmental Performance 

“Green absorptive capacity” is the organisational method that helps companies get, change, and 
use green technology knowledge from outside sources. Businesses that can absorb more information 
are said to be better able to use green information from outside their operations, which could lead to 
improved EP [25,26]. The body of study on the subject is very important for figuring out the 
connection between GAC and EP. Many studies have looked at how absorptive ability can help to 
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promote GI and improve EP. Additionally, provide empirical data that improves understanding of 
the factors influencing the performance of GI. They highlight how important green absorptive 
capacity is, illuminating its significance in promoting green innovation. This is then thought to have 
a favourable effect on EP. According to this study, GAC significantly contributes to the advancement 
of green innovation and firm performance. This is likely to be good for the environment and the 
success of green innovation. 
H2: Green absorptive capacity positively relates to Environmental Performance 

2.3. Green Innovation and Corporate Social Performance 

The study examines the link between CSR practices and the advancement of “green” 
technologies in the context of a developing nation experiencing rapid economic expansion. The 
number of green patents awarded indicates a strong correlation between increased green technology 
innovation and improved CSR ratings. This was discovered using data from the listed firms and 
Rankin’s CSR Ratings of China for the years 2009 through 2017. Corporate social success is linked to 
new green technologies, according to the results. There is also a positive link between the number of 
green technology patents and the CSR rating, which is strengthened by overused extra resources [27]. 
To speed up a company’s product development, many new ideas, such as changing the way 
managers do their jobs and putting in place modern technology and providing timely information 
[28]. It has been looked at how companies that take action to protect the environment do better by 
using the Natural Resource-Based View as a theoretical framework. Additionally, we have tried to 
bring a fresh point of view to the discussion about the performance of environmental management 
firms by suggesting that environmental product innovation and marketing skills can work together 
to improve performance. Our study shows how the green image of 157 Spanish metal companies 
affects the nexus between environmentally friendly product innovations and the performance of the 
companies. It’s clear from the data that the company’s green image needs to be managed well “[29]. 
H3: Green innovation has a positive relationship with corporate social performance 
H6: Green innovation mediates the relationship between green absorptive capacity and corporate 
social performance 

2.4. Environmental Performance and Corporate Social Performance” 

Environmental issues have taken centre stage in corporate social responsibility (CSR) in recent 
years, particularly as companies are under increasing pressure to implement sustainable practices. 
CSP is increasingly thought to be significantly influenced by a company’s EP, which is demonstrated 
by its initiatives to manage waste, cut emissions, conserve resources, and employ clean technologies. 
By actively protecting the environment, a business not only improves its reputation but also builds 
stakeholder trust, which raises its CSP overall [30]. Strong EP firms are more likely to comply with 
environmental and social rules and report more transparently, both of which enhance their perceived 
social responsibility [31]. Better EP is also linked to efficiency and innovation, indicating ethical 
corporate practices and responsible governance, two important components of CSP. According to 
Konar and Cohen (2001) [32], companies that lower environmental risks through better EP are 
rewarded in the marketplace by gaining more investor confidence and a better reputation, two 
important aspects of CSP. Furthermore, Luo and Bhattacharya (2006) [33] show that environmental 
responsibility boosts brand loyalty and customer happiness, both of which support CSP. Even with 
the growing amount of research highlighting the significance of EP, many studies continue to ignore 
its direct impact on CSP. This study tries to fill that gap by looking at how improved EP affects CSP 
in the real “world. 
H4: Environmental Performance has a positive relationship with corporate social performance. 
H7: Environmental Performance mediates the relationship between green absorptive capacity and 
corporate social performance” 

2.5. Green Innovation and Environmental Performance 
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Organisational efforts to meet and beyond societal expectations about the natural environment, 
rather than only adhering to rules and regulations, are referred to as environmental performance 
[34,35]. Meeting environmental standards requires organisations to think about how their activities, 
goods, and use of resources impact the environment [36]. “Prior research has demonstrated that a 
number of factors, including the caliber of eco-friendly products, the creation of green products and 
processes, and the degree to which environmentally sustainable concerns are incorporated into 
business operations and product design, have an impact on EP [37,38]. GI is known to improve EP 
and is associated with a robust environmental management strategy [39], and it also improves a 
company’s financial and social performance by reducing waste and costs, in addition to reducing its 
negative environmental impact [40]. Based on earlier studies, GI should be seen as an organization’s 
proactive goal and practice to enhance environmental performance in order to gain a competitive 
advantage, rather than as a reactive reaction to stakeholder pressures [41]. Top managers need to find 
and take advantage of profitable eco-business opportunities and improve the performance of GI 
[42,43]”. Using the RBV, we forecast that a company’s usage of green processes and product 
innovation is essential for improving its EP and gaining the trust of stakeholders. 
H5: Green innovation positively influences environmental performance. 

2.6. The moderating effect of Green Organizational Culture 

A managerial team’s collective set of values, beliefs, and ideas that shape organisational 
behaviour and attitude towards accomplishing shared business objectives is known as organizational 
culture [44]. Therefore, a GOC believes that protecting the earth is an essential component of the 
business. The goal statement includes it in a manner that makes everyone on the team feel responsible 
for preserving the environment [45]. The way the organisation views environmental issues has 
changed as a result of these organizational cultural shifts, and employees are now more concerned 
about these issues. Managers who care more about environmental preservation will foster a GOC 
[46]. Green corporate culture is a transformation agent that challenges traditional ways of thinking 
[47]. Therefore, fostering a GOC can be extremely important in encouraging staff members to take 
environmental issues more seriously. According to Banerjee & Kashyap (2003) [48], an organisation 
can benefit from the formal framework of GOC, which is founded on “eco-environmental values,” to 
implement environmentally friendly improvements in its operations. GOC, according to Wang, may 
convert a company’s pro-environment approach into GI. However, an organisation can only benefit 
from a green organizational culture if it can address environmental concerns. GAC is thought to 
improve a company’s potential to achieve green innovation [49]. Furthermore, employees’ concerns 
about environmental protection are heightened by GOC. Given that research indicates that a GOC 
promotes team members’ attitudes and behaviours towards environmental protection, it follows that 
if an organisation is capable of handling environmental issues, its organizational culture would 
further inspire employees to protect the environment [50]. Therefore, workers will be more concerned 
about environmental issues if their organisation has a greener culture. GOC values encourage 
businesses to include green values in their operations to create green goods, according to scholars 
[51]. 
H8: “Green Organizational Culture moderates the relationship between Green Absorptive capacity 
and Green Innovation.” 

3. Research Methodology 

3.1. Research Design 
Research design tells us about the detailed framework of the investigation. Quantitative 

methods will be adopted to highlight the important facts and thereby present statistical relationships 
among the variants studied. 
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Figure 1. Conceptual Framework. Source: Author’s own 

3.2. Objectives of the Study 

1. To analyze the impact of green absorptive capacity on green innovation. 
2. To investigate how GAC influences environmental performance. 
3. To examine the relationship between green innovation and corporate social performance. 
4. To explore the link between environmental performance and corporate social performance. 
5. To assess the influence of green innovation on environmental performance. 
6. To investigate the mediating roles of GI and EP in the relationship between GAC and CSP. 
7. To evaluate the moderating effect of green organizational culture on the relationship between 

GAC and GI”. 

3.3. Method 

During data collection, the investigation implemented a cross-sectional methodology. The 
inspectors tried to get a bigger sample of data to better understand what was going on at the time. 
This methodology is appropriate for this empirical investigation at the organisational level. The 
survey questionnaire contains six components: the demographics of the selected companies (e.g., age, 
firm size), GAC, GI, EP, CSP and GOC. The questionnaire is designed to be reliable and valid by 
adhering to established scales that are appropriate for the research environment. Environmental 
practices measurement items were reevaluated and revised to enhance their clarity. Construct 
measurements were conducted using a 5-point Likert scale, ranging from strongly disagree to 
strongly agree. 

3.4. Data Collection 

The data are obtained from a few carefully chosen companies in India. The companies were 
chosen for this study due to their substantial market shares in India, their eagerness to contribute 
data for this research, their reports’ evident interest in sustainability and their growing involvement 
in CSR initiatives and disclosures. Twenty companies were contacted and consented to participate in 
the investigation. The industries that these companies operate in include textile manufacturing, 
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industrial services, infrastructure construction, and farm apparatus and equipment. We chose 
employees from the companies on purpose, like the CSR manager, the green manager, and the 
environmental officer, who know about the company’s green innovation strategies. Once everyone 
agreed, 550 questionnaires were sent at random to company employees via QR codes, emails, and 
phone calls. The study’s objective was briefly delineated in each questionnaire, and participants were 
guaranteed anonymity. The respondents were also informed that they would be able to obtain the 
final findings if they submitted a complete questionnaire. To increase the effectiveness of the response 
rate, follow-up calls and emails were implemented every two weeks following the initial mailing. 280 
of the 550 questionnaires received were satisfactorily completed and approved. 

3.5. Analysis Technique 

The study employs a flexible data collection period and a multiple-method research approach. 
Correlation analysis is done to look at likely connections between variables. SmartPLS 4 program [52] 
is applied to perform SEM to test the study hypotheses using variance-based PLS-SEM, which is 
suitable for evaluating complex multivariate data. The study covers formative predictor elements, 
including the attraction of businesses in developing countries. 

4. Analysis and Interpretation 

4.1. Data Analysis 

The data collected in this study is utilized to explore the relationship between variables among 
employees in India. Key patterns and relationships are identified through exploratory and inferential 
data analysis, including the use of descriptive statistics, reliability and validity assessments, and 
structural equation modelling. Specifically, the analysis investigates how GI and EP mediate the 
relationship between GAC and CSP. Furthermore, the study examines how GOC moderates these 
relationships, providing deeper insights into the mechanisms that drive effective environmental and 
social outcomes within organisations. 

Table 1. Respondents’ Profile (n=280). 

Classification Frequency Percentage 
Gender   

Male 110 39.3 
Female 170 60.7 
Total 280 100.0 

Firm Age   
Less than 20 years 60 21.4 

20-50 years 100 35.7 
More than 50 years 120 42.9 

Total 280 100.0 
Firm Size   

Less than 1000 45 16.1 
1000-5000 110 39.3 

More than 5000 125 44.6 
Total 280 100.0” 
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Figure 2. Model Result. Source: SmartPLS4.0 

Table 2 presents the descriptive statistics for the constructs used in the study, including mean, 
standard deviation, excess kurtosis, skewness, and VIF (Variance Inflation Factor). The results 
indicate generally positive responses across all variables, with mean scores ranging from 3.18 to 3.92. 
Constructs related to CSP, EP, GAC, and GI show moderate to high levels of agreement, suggesting 
that respondents recognize and support green practices and performance indicators within their 
organisations. Notably, CSP3 (Mean = 3.918) and CSP4 (Mean = 3.904) received higher ratings, 
reflecting strong perceptions of corporate social initiatives. 

Table 2. Descriptive Statistics. 

 Mean 
Standard 
deviation 

Excess kurtosis  Skewness  VIF 

CSP 2 3.754 1.011 0.207  -0.763  3.678 
CSP 1 3.539 1.247 -0.775  -0.540  1.267 
CSP 3 3.918 1.078 -0.286  -0.765  4.750 
CSP 4 3.904 1.076 0.060  -0.861  4.586 
EP 1 3.582 1.242 -0.764  -0.549  4.971 
EP 2 3.596 1.145 -0.743  -0.453  4.239 
EP 3 3.650 1.213 -0.813  -0.511  4.031 
EP 4 3.489 1.192 -0.553  -0.572  4.283 

GAC 1 3.904 1.032 -0.578  -0.589  2.311 
GAC 2 3.864 1.054 -0.145  -0.739  2.269 
GAC 3 3.836 1.022 -0.123  -0.756  2.306 
GAC 4 3.704 1.181 -0.664  -0.612  1.398 

GI 1 3.714 1.179 -0.691  -0.613  3.187 
GI 2 3.750 1.144 -0.323  -0.721  3.329 
GI 3 3.754 1.153 -0.464  -0.717  4.524 
GI 4 3.686 1.178 -0.507  -0.649  4.480 

GOC 1 3.179 0.980 -1.073  0.024  1.558 
GOC 2 3.439 0.834 0.135  -0.047  1.558” 

Source: Author’s work. 
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The standard deviations are relatively consistent, indicating moderate variability in responses. 
Skewness values across most items are negative, suggesting a left-skewed distribution where 
respondents generally selected higher agreement levels. Kurtosis values, mostly close to zero or 
negative, suggest a relatively normal distribution of responses with no significant outliers. 
Meanwhile, the VIF values are below the threshold of 5 for most items, indicating acceptable 
multicollinearity levels, although a few constructs like CSP3 (VIF = 4.750) and EP1 (VIF = 4.971) 
approach the upper limit, suggesting a need for cautious interpretation. Overall, the data indicate a 
strong positive outlook toward green capabilities and their outcomes, supporting the validity of 
further inferential analysis in the study. 

4.2. Internal Consistency and Validity 

The PLS-Algorithm test was used to execute the measurement model analysis. The reliability 
and validity test was used to see if the measurement model was good. Table 3 shows the results of 
the reliability and validity tests. We used Cronbach’s alpha (CA) and composite reliability (CR) 
ratings to check how reliable the measurement constructs. The values for construct CA should be 
higher than 0.70, and for CR, they should be higher than 0.80. So, the CA values ranged from 0.749 to 
0.945, and the CR values ranged from 0.873 to 0.960. This indicates that all CA and CR values met the 
acceptable reliability thresholds suggested by [53], confirming the internal consistency of the 
constructs. We also used the Average Variance Extracted (AVE) values to assess construct validity. 
The AVE values for most constructs are above the minimum benchmark of 0.50, which confirms 
adequate convergent validity. All constructs achieved acceptable AVE scores, ranging from 0.671 to 
0.858, demonstrating that the items adequately represent their respective constructs. 

Table 3. Cronbach’s α, Composite reliability and Average variance extracted. 

 Cronbach’
s alpha 

Composite 
reliability (rho_a) 

Composite 
reliability (rho_c) 

Average variance 
extracted (AVE) 

CSP 0.873 0.888 0.911 0.720 
EP 0.945 0.945 0.960 0.858 

GAC 0.841 0.869 0.891 0.671 
GI 0.938 0.938 0.956 0.843 

GOC 0.749 1.139 0.873 0.777”” 
Source: Author’s work. 

Table 3 demonstrates strong reliability and validity for all constructs. CA and CR values exceed 
the acceptable threshold of 0.70, indicating high internal consistency, especially for EP (0.945) and GI 
(0.938). All constructs also show good convergent validity, with AVE values above 0.50, most notably 
EP (0.858) and GI (0.843). Although GOC shows a high rhoₐ value (1.139), the overall results confirm 
that the measurement model is both reliable and valid for further analysis. 

4.3. Discriminant Validity 

The discriminant validity test attempts to find out how unique the measure is and whether it’s 
just a reflection of different factors [54]. Multiple dimensions of a construct should show different 
parts of the same build. A few common ways are used to check for discriminant validity. A popular 
way to check for discriminant validity is with AVE, which stands for “average variance extracted.” 
This is what the Fornell-Larcker criterion says: There should be more connections between that 
construct and other constructs than the square root of the AVE for all of them. 

Table 4 Fornell-Larcker criterion results confirm adequate discriminant validity among the 
constructs. Each construct’s square root of AVE is higher than its correlations with other constructs. 
For example, CSP has a square root of AVE of .849, which is greater than its correlations with EP 
(.754), GAC (.840), and GI (.680). Similarly, GOC shows low correlations with other constructs and a 
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high AVE square root (.881), confirming it is distinct. Overall, the constructs exhibit good 
discriminant validity. 

Table 4. Fornell-Larcker Criterion. 

 CSP EP GAC GI GOC 
CSP 0.849     

EP 0.754 0.926    

GAC 0.840 0.614 0.819   

GI 0.680 0.644 0.770 0.918  

GOC 0.079 0.162 0.098 0.134 0.881” 
Source: Author’s work. 

Table 5. Path coefficient. 

 
Original 
sample 

(O) 

Sample 
mean 
(M) 

Standard 
deviation 
(STDEV) 

T statistics 
(|O/STDEV|) 

P 
valu

es 

 
Decision 

EP -> 
CSP 

0.540 0.543 0.045 11.931 
0.00

0 
Supported 

GAC 
-> EP 

0.291 0.295 0.070 4.171 
0.00

0 
Supported 

GAC 
-> GI 

0.775 0.776 0.023 33.587 
0.00

0 
Supported 

GI -> 
CSP 

0.332 0.331 0.055 6.019 
0.00

0 
Supported 

GI -> 
EP 

0.421 0.416 0.081 5.198 
0.00

0 
Supported 

GOC 
x 

GAC 
-> GI 

0.062 0.057 0.030 2.089 
0.03

7 
Supported”” 

Source: Author’s work. 

Table 6. Specific Indirect Effect. 

 
Original 
sample 

(O) 

Sample 
mean 
(M) 

Standard 
deviation 
(STDEV) 

T 
statistics 
(|O/STD

EV|) 

P values 
 

Decision 

GAC -> 
EP -> 
CSP 

0.157 0.161 0.045 3.519 0.000 Supported 

GAC -> 
GI -> 
CSP 

0.257 0.258 0.048 5.388 0.000 
Supported

” 

Source: Author’s work. 

The path from EP to CSP shows a strong and statistically significant positive relationship (O = 
0.540, t = 11.931, p < 0.001), suggesting that improvements in environmental performance contribute 
significantly to a firm’s sustainability outcomes. GAC is positively associated with both EP (O = .291, 
t = 4.171, p < 0.001) and GI (O = 0.775, t = 33.587, p < 0.001), indicating that effective environmental 
accounting practices and regulatory compliance significantly foster innovation and performance in 
environmental dimensions. 
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Further, GI shows a positive and significant influence on both CSP (O = 0.332, t = 6.019, p < 0.001) 
and EP (O = .421, t = 5.198, p < 0.001), highlighting its dual role in enhancing sustainability 
performance and environmental outcomes. All p-values are less than 0.001, confirming that the 
hypothesized relationships are statistically significant at a 1% significance level. These findings 
support the structural model and underline the critical mediating role of environmental and 
innovation-related practices in achieving corporate sustainability. 

Mediation and Moderator Analysis 

To examine mediation, indirect effects are tested using bootstrapping procedures. Results 
indicate that GI significantly mediates the relationship between GAC and CSP (β = 0.257, p < 0.000), 
as does EP (β = .157, p < 0.000), supporting H6 and H7. Both mediation effects are complementary, as 
the direct and indirect effects move in the same direction. 

Finally, the moderation effect of GOC is analyzed to test H8. The interaction term GOC × GAC 
had a significant positive effect on GI (β = .062, p = .037), indicating that GOC strengthens the 
relationship between GAC and GI. Thus, H8 is also supported, demonstrating that a strong green 
organizational culture enhances the firm’s ability to convert absorptive capacity into innovation 
outcomes. 

5. Discussion 

The results confirm that GAC has a significant positive influence on both GI and EP, thereby 
validating H1 and H2. This supports earlier research by Qu et al. (2022) [24] and Du & Wang (2022) 
[25], who emphasized that the ability to acquire, assimilate, and apply external green knowledge 
enables firms to develop innovative and sustainable solutions. The strong path coefficient (0.775) 
between GAC and GI especially reinforces the view that green absorptive capabilities are essential in 
fostering innovation that aligns with environmental goals. Furthermore, GAC’s effect on EP (0.291) 
suggests that organizations with a higher capacity to absorb and use green knowledge are better 
equipped to implement practices that improve their environmental footprint, in line with the findings 
of Marrucci et al. (2022) [26]. 

Additionally, GI significantly influences both EP and CSP, which supports H3 and H5, 
indicating the mediating role GI plays in the relationship between GAC and broader organizational 
outcomes. This echoes the work of Xie (2022) [27] and Amores-Salvadó & Navas-López (2014) [29], 
who identified that firms with stronger GI efforts tend to perform better socially and 
environmentally. The empirical evidence also aligns with [32] assertion that companies adopting GI 
not only reduce environmental risk but also enhance their social responsibility profiles. The mediated 
effects—GAC → GI → CSP (0.257) and GAC → EP → CSP (0.157)—further validate H6 and H7, 
establishing GI and EP as crucial conduits through which GAC enhances social performance. 

The direct and significant influence of EP on CSP (H4) affirms the theoretical propositions of 
[30,31] who emphasized that sound environmental practices improve transparency, governance, and 
stakeholder trust—hallmarks of strong social performance. The statistical support for this link (T = 
11.931, p = 0.000) underscores the idea that environmentally responsible firms are perceived as 
socially responsible as well. 

Finally, the moderating role of GOC between GAC and GI (H8) was statistically supported (p = 
0.037), reinforcing earlier theoretical claims by Chen et al. (2012) [50] and Leonidou et al. (2015) [51]. 
A strong GOC amplifies the effectiveness of GAC by cultivating values, beliefs, and behaviours that 
prioritize sustainability. This cultural orientation helps translate green capabilities into actual 
innovation outcomes, validating that organizational culture is not just a backdrop but an active 
enabler of green transformation. 

6. Practical Implications of the Study 
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The findings of this study provide meaningful insights for both corporate practitioners and 
policymakers. The evidence suggests that enhancing Green Absorptive Capacity and fostering Green 
Innovation significantly improve a firm’s Environmental and Corporate Sustainability Performance. 
Therefore, companies should invest in developing internal capabilities to acquire, assimilate, and 
apply environmental knowledge effectively. Human Resource and CSR departments should 
collaborate to design targeted training programs, environmental awareness campaigns, and 
sustainability-oriented team structures. 

Additionally, fostering a supportive green organizational culture can act as a catalyst for 
innovation and performance improvement. Managers should prioritise embedding environmental 
values into the organisational ethos, encouraging cross-functional collaboration, and allocating 
resources to sustainable initiatives. Policymakers can support this transformation by providing 
incentives for sustainable innovation and creating regulatory environments that reward 
environmental performance. The integration of green strategies into core business operations not 
only improves firm performance but also strengthens stakeholder trust and long-term 
competitiveness. 

7. Limitations and Future Research 

This study has several drawbacks despite its contributions. Firstly, the sample is restricted to 20 
companies within India, operating in specific sectors such as textile manufacturing, industrial 
services, infrastructure construction, and farm equipment. The results can’t be used in other 
industries or countries because they only looked at a small part of the world and one industry at a 
time. Second, even if self-reported surveys are carefully made and sent out, they may still lead to 
response biases like common method variance or social desirability bias. Cross-sectional data 
collection makes it even harder to find causal links or look at how green innovation strategies affect 
a company’s long-term sustainability success. 

Future research should consider adopting a longitudinal approach to better understand the 
temporal dynamics between GAC, GI, EP, and Corporate Sustainability. Expanding the sample to 
include companies from diverse geographical regions and industries will enhance the external 
validity of the results. Moreover, integrating qualitative methods such as in-depth interviews or case 
studies can offer richer contextual insights into organisational green practices and sustainability 
challenges. Future studies may also examine moderating variables such as regulatory frameworks, 
market competition, or technological readiness to better understand external influences on green 
innovation outcomes. 

8. Conclusion 

This study provides strong empirical evidence on the interconnectedness of GAC,GI, EP and 
CSP. It highlights the pivotal role of environmental capabilities in shaping organizational 
sustainability strategies. The results indicate that GAC significantly enhances both GI and EP, 
suggesting that firms that actively acquire, assimilate, and apply green knowledge are better 
positioned to drive innovation and achieve environmental improvements. 

Furthermore, GI emerges as a key driver influencing both EP and CSP, demonstrating its dual 
contribution to innovation and overall performance. Organizations that integrate green processes 
and product innovations not only manage environmental concerns more effectively but also enhance 
their social responsibility profile. In the same vein, EP shows a direct and positive impact on CSP, 
reinforcing the idea that sustainable environmental practices contribute to improved stakeholder 
trust and corporate image. 

The mediation analysis confirms that GI and EP serve as critical pathways linking GAC to CSP. 
These indirect effects emphasize that the development and application of green capabilities lead to 
broader organizational outcomes when coupled with innovation and performance improvements. 
The findings also underscore the importance of GOC as a moderator. A strong GOC strengthens the 
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positive relationship between GAC and GI by embedding environmental values and behaviors into 
the organizational framework. 

From a practical perspective, the study encourages firms, particularly in emerging economies, 
to prioritize the development of green capabilities, promote a culture of environmental innovation, 
and align their strategic goals with sustainability principles. Additionally, policymakers are urged to 
support these efforts through targeted initiatives and policy measures that foster green knowledge 
adoption, environmental innovation, and sustainability-driven performance at the industry level. 
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