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business performance, where higher levels of inertia weaken the positive effect of
GHRM on business sustainability outcomes. This study is limited to
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validate and extend these results. Additionally, longitudinal studies are
recommended to observe the dynamic effects of GHRM and sustainability
capabilities over time. This study offers novel insights into the interaction between
GHRM, sustainable dynamic capability, and organizational inertia in achieving
sustainable business performance, contributing to both sustainability and HRM
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Currently, competition between companies in the manufacturing sector in the
industrial environment has increased significantly along with technological developments,
globalization, and changes in market needs (Carballo-Penela et al., 2023; Setyaningrum &
Muafi, 2023). The increasing number of manufacturing companies, both large-scale and
SMEs, has driven increasingly intense competition (Johan et al., 2025). Factors such as
production efficiency, product innovation, digitalization of business processes, and
environmental sustainability are important aspects that determine a company's
competitiveness (Aggarwal et al., 2023; Ribeiro et al., 2022). According to Johan et al.
(2025) pressure from government policies, regulatory changes, and consumer demands for
quality and competitive prices are increasingly strengthening the dynamics of competition
in this sector. In order to remain sustainable, companies need to adopt environmentally
friendly business practices to increase operational efficiency so that they can maintain their
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sustainability (Renwick et al., 2016). The green human resource management (GHRM)
practice approach has become an important strategy for companies in facing challenges
regarding environmental responsibility (Perez et al., 2023). This concept integrates
environmentally friendly principles into human resource policies and practices, including
recruitment, training, performance management, and a work culture that supports
sustainability.

According to Lee (2009) and Meidute-Kavaliauskiene et al. (2021), implementing
GHRM practices not only contributes to environmental conservation but can also improve
operational efficiency by reducing waste and creating an inclusive work environment.
Currently, the concept of sustainable business practices has become the focus of many
companies in facing environmental, social, and economic challenges. A business is no longer
only focused on profit, but also on considering the long-term impact (Yunaningsih et al.,
2024). In addition, consumers and stakeholders are also increasingly demanding that
companies be more responsible in running business operations. As stated by Lindgren & Ek
(2023), the green concept approach can be a factor that increases competitive advantage by
paying attention to economic, environmental, and social aspects through the application of
GHRM. However, prior research also found that firms that fail to adopt GHRM may face
several problems, such as inefficiencies in energy and resource usage, higher operational
costs due to waste and non-compliance with environmental regulations, and reputational
risks among environmentally conscious consumers (Bhadra et al., 2024; Tsymbaliuk et al.,
2021). These issues can undermine their competitiveness in the long run.

In contrast, companies that implement GHRM tend to benefit from higher operational
efficiency, stronger employee engagement, and improved alignment with sustainability
demands. Companies are now advised to proactively build their intrinsic resources with a
long-term view to create substantial triple-bottom-line impact (Johan et al., 2024). While the
routines of organizations that have achieved previous success consider that an
environmentally friendly business practice approach is unnecessary, they still adhere to
conventional strategies that have proven effective in achieving profitability (Bhadra et al.,
2024). In this perspective, the implementation of green business practices is often considered
an additional burden that increases operational costs without providing direct benefits. Most
previous studies have focused on the implementation of GHRM in large or multinational
companies. In fact, SMEs in the manufacturing sector also have an important role in
environmental sustainability. Still, not many have studied the extent of the implementation
of GHRM practices in small and medium-sized companies. In addition, many studies have
examined the impact of GHRM on the environment and sustainability, but there is still
limited research that empirically links GHRM implementation with sustainable business
performance (Dwianika & Gunawan, 2020; Haeruddin et al., 2023).

In addition to the GHRM aspect, this study also adopted the sustainable dynamic
capability approach. In some developed countries, the sustainable dynamic capability (DSC)
approach has been widely used to support sustainable business transformation by ensuring
that companies have the adaptive capacity to face changes in the environment, regulations,
and market demands. However, in developing countries, the application of DSC in the
manufacturing industry, especially in the SME sector, is still in its early stages due to the
ever-changing socio-cultural and political environment (Bhadra et al., 2024). This study is
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supported by the Natural Resource-Based View (NRBV) theory. Hart (1995) emphasized
that firms can achieve sustained competitive advantage by developing rare, valuable, and
inimitable capabilities that align with environmental sustainability. In this context, GHRM
and sustainable dynamic capability can be seen as strategic internal resources that enable
companies to create value while responding to environmental challenges.

In this study, there is a lack of understanding of how sustainability capabilities
influence various dimensions of sustainability performance. Given that sustainability
capabilities are dynamic, companies not only need to implement environmentally friendly
practices but also have the flexibility to continuously adapt to changes in technology,
regulations, and market expectations. Therefore, this study attempts to re-explore and follow
the suggestions in previous studies to examine how GHRM practices and sustainable
dynamic capability can improve sustainable business performance in the manufacturing
industry sector in Indonesia. This study also adopts the role of organizational inertia as a
moderator that can affect the relationship between GHRM, DSC, and sustainability
performance. Organizational inertia refers to the level of organizational resistance to change,
which can come from structural inertia, culture, or habits in long-standing business
processes.

LITERATURE REVIEW
Natural Resource-Based View

The Natural Resource-Based View (NRBV), proposed by Hart (1995), extends the
traditional resource-based view by focusing specifically on how firms can gain competitive
advantages through the strategic use of natural resources and sustainable practices. Unlike
traditional views, which mainly consider physical assets as the source of advantage, the
NRBYV suggests that firms can develop valuable, rare, and inimitable capabilities that align
with environmental sustainability. This perspective emphasizes the integration of
environmental considerations into the firm's resource base, enabling the creation of unique
value propositions that are sustainable in the long run (Hart, 1995). In the context of this
study, the NRBV is particularly relevant because both Green Human Resource Management
(GHRM) and sustainable dynamic capability (DSC) are key strategic resources that allow
companies to not only comply with environmental regulations but also create innovative
solutions that meet market demands for sustainability. GHRM practices, for instance, foster
the development of human capital that can drive environmental performance. At the same
time, DSC provides the flexibility and adaptive capacity needed to respond to shifting market
and regulatory landscapes (Bhadra et al., 2024; Renwick et al., 2016). Together, these
resources help firms build capabilities that are difficult for competitors to replicate, thus
contributing to a sustained competitive advantage based on environmental sustainability
(Hart, 1995).

The NRBV also emphasizes that the pursuit of sustainability should not be seen as a
separate or secondary concern but as an integral part of a firm’s core strategy. It aligns well
with the objectives of this study, which investigates how GHRM and DSC contribute to
sustainable business performance. By embedding sustainability into the firm’s resources and
capabilities, companies can achieve higher levels of operational efficiency, improve
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employee engagement, and enhance their overall market positioning, all of which are vital
in a competitive and resource-constrained environment (Hart, 1995; Renwick et al., 2016).

The Influence of GHRM on Sustainable Business Performance

GHRM 1is a concept in human resource management that focuses on the
implementation of environmentally friendly practices in organizations (Ahmad, 2015). The
goal is to create a more sustainable work culture by integrating HR policies and practices
that support environmental sustainability (Aktar & Islam, 2019; Tsymbaliuk et al., 2021).
Currently, GHRM practices are considered a prerequisite for increasing awareness of
environmental issues, consisting of economic, social, and environmental performance.
Setyaningrum and Muafi (2023) stated that GHRM practices can help companies align their
business strategies to reduce environmental issues. In practice, companies can emphasize
green values by emphasizing recruitment and selection to meet sustainable performance
builders. In addition, environmentally friendly business process training, which is part of
GHRM, is an important factor in encouraging employees to support business operations
towards sustainability (Aggarwal et al., 2023). These GHRM practices and policies
demonstrate the company's commitment to sustainable development so that it can guide
employees to act in accordance with organizational policies. Previous studies have stated
that GHRM practices play an important role in creating more adaptive, innovative, and
sustainability-oriented organizations (Coffee Jr. et al., 1988; Yusoff et al., 2020). Thus,
employees in every functional aspect have a crucial role in implementing sustainability
principles in business operations. Through the implementation of Green Human Resource
Management (GHRM), they are encouraged to adopt more efficient, innovative, and
environmentally friendly work practices (Alfadel & Nalband, 2025; Mousa et al., 2025).
HI1. GHRM has a positive influence on sustainable business performance.

The Influence of Sustainable Dynamic Capability on Sustainable Business
Performance

The sustainable dynamic capability approach is rooted in the understanding that issues
regarding competitiveness depend not only on the superiority of a company's internal
resources and capabilities, but also on the organization's ability to respond dynamically to
environmental changes and sustainability challenges (Bhadra et al., 2024). Organizations
with sustainable dynamic capability are in a better position to quickly monitor and respond
to direct and indirect stakeholders (Coppola et al., 2023). DSC can be stimulating in meeting
the need for organizations to have strategic sustainability alignment and sustainability
partnership tendencies, which helps to extract more benefits (de Almeida et al., 2021).
According to Ramachandran (2011), sustainable dynamic capability can minimize risks in
meeting stakeholder expectations over time through innovation, learning, trust, and
positioning resources when needed in different configurations. In a constantly changing
business environment, organizations are required to have adaptive and innovative
capabilities to maintain competitiveness in achieving long-term sustainability (Wu et al.,
2014). Sustainable dynamic capability plays an important role in helping organizations
manage environmental changes so that they can support sustainable business practices.
Previous studies have found that DSC reflects an organization's ability to integrate, build,
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and reconfigure internal resources and sustainability competencies to address environmental
challenges. Thus, the following hypothesis is proposed:

H2. Sustainable dynamic capability has a positive influence on sustainable business
performance.

The Moderating Role of Organizational Inertia
Organizational inertia refers to a tendency for organizations to continue operating in

established ways, even when facing environmental change (Schreyogg & Sydow, 2011).
High inertia reflects resistance to strategic or structural change (Barney et al., 1987), which
can hinder adaptability. Conversely, low inertia allows greater responsiveness and
flexibility, enabling organizations to adjust more readily to dynamic environments (Joshi &
Dhar, 2020; Zuzul & Tripsas, 2020). However, adaptive change is often gradual, not
automatic (Huang et al., 2013). In Green Human Resource Management (GHRM),
organizational inertia can act as a barrier to the effective implementation of sustainability
practices, due to entrenched routines, cultural rigidity, and lack of urgency (Zuzul & Tripsas,
2020). Inertia manifests at various levels, namely the individual, organizational, and industry
levels (Mikalef et al., 2018, 2021). Even with well-designed GHRM systems, high inertia
may blunt their impact on sustainable business performance. Conversely, lower inertia may
enhance the effectiveness of GHRM by supporting behavioral change and strategic
innovation (Liu et al., 2024).

H3. Organizational inertia moderates the influence of GHRM on sustainable business
performance, where the influence will be weaker when the organizational inertia is high.

Similarly, sustainable dynamic capabilities (SDC) require active resource
orchestration and continuous alignment with environmental shifts (Joshi & Dhar, 2020;
Sillic, 2019). When inertia is high, firms may rigidly cling to outdated routines, limiting
the execution of sustainable initiatives (Godkin & Allcorn, 2008). This rigidity can reduce
the adaptability needed to respond to ecological demands and undermine long-term
sustainability goals (Gilbert, 2005). On the other hand, excessively low inertia may cause
instability and inconsistency in strategy execution, as organizations shift directions too easily
without anchoring their actions (L. Liu et al., 2024; Mikalef et al., 2021). Therefore, a
balanced level of inertia is necessary to optimize the link between SDC and performance
outcomes.

H4. Organizational inertia moderates the influence of sustainable dynamic capability on

sustainable business performance, where the influence will be weaker when it is high.

GHRM
H1

Sustainable

Business

Performance

Dynamic
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Figure 1. Research Framework
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Based on the various literature review, Figure 1 presents the research framework of
this research.

RESEARCH METHOD

This study used a quantitative analysis approach to test the relationship between
research variables and to determine the extent to which the relationship between variables
influences the dependent variable. In addition, this study uses a survey approach, which is
considered the most effective data collection method, because it allows large amounts of
data to be collected in a short time (Sekaran & Bougie, 2013). A purposive sampling
procedure was used to determine the sample, focusing on certain criteria relevant to the
research. The population of this study was manufacturing companies in the city of Cikarang,
West Java. Then the sample was randomly selected from as many as 120 companies that
reflected the characteristics proportionally. The selection of this sample considered various
factors such as business scale (small, medium, and large), type of manufacturing industry,
and geographical location in the Cikarang area. Thus, the sample taken is expected to
represent the actual conditions of the population of manufacturing companies in the area, so
that the results of the study can be generalized with a high level of confidence. The data was
then collected using a structural equation model with the Partial Least Squares (PLS)

approach.

Table 1. Variable Measurement

Variable Indicator Item Scale
Green Human Resource Green Implementation of Green Recruitment 5-point
Management (GHRM) Recruitment helps companies reduce operational costs Likert
A set of HR practices that related to recruitment. scale
integrate environmental Green Training Green Training programs help companies
management into reduce excessive use of resources.
recruitment, training, Employee My company encourages employees to
employee participation, Participation in participate in environmentally friendly
policy implementation, Sustainability activities.
and skill development to Implementation of sustainability policies
support sustainability has helped companies reduce waste and
goals. carbon emissions.
Green The development of skills and knowledge
Competency helps employees work more efficiently and
Development productively.
Sustainable Dynamic Environmental The company's environmental monitoring 5-point
Capability Monitoring & system helps identify opportunities. Likert
The organization’s ability ~ Data Utilization Data collected from the environmental scale
to sense, seize, and monitoring system is used for decision-
transform in response to making in business sustainability.
sustainability-related Sustainability My company actively identifies and
opportunities and Opportunity exploits business opportunities that support
challenges through Management sustainability.
monitoring, strategy, and The company has a mechanism that allows
adaptability. for quick decision-making in responding to
sustainable business opportunities.
Sustainability The company's business strategy reflects
Strategy & awareness of sustainability trends and
Business Model innovations.
Adaptation My company is able to adapt its business

model to support sustainable practices.
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Table 1. Continued

Variable Indicator Item Scale
Organizational Inertia Unwillingnessto ~ The company is unwilling to seek new 5-point
The tendency of the Change development directions Likert
organization to resist The company is unwilling to change its scale
change and maintain current business model

existing patterns in The company is unwilling to change its

strategy, operations, and investment pattern

investment, even when Inability to The company is unable to seek new
adaptation is necessary. Change development directions

The company is unable to change its current
business model

The company is unable to change its
investment pattern

Sustainable Business Financial Sustainability initiatives help the company 5-point
Performance Performance lower environmental-related costs and Likert
The extent to which the improve operating efficiency. scale
organization achieves Social The company actively communicates
positive financial, social, Performance sustainability initiatives to the public and
and environmental business partners.
outcomes through The company’s sustainability commitment
sustainability-oriented strengthens its reputation and stakeholder
practices. trust.
Environmental The company prioritizes eco-friendly raw
Performance materials to reduce the exploitation of

natural resources.
The company complies with applicable
environmental regulations and agreements.

This study also employed variables from GHRM, Sustainable dynamic capability,
Organizational inertia, and Sustainable business performance (Table 1). GHRM was
measured by five items adopted from the study of (Yin, 2023). Then, sustainable dynamic
capability was measured by six items adopted from the research of Bhadra et al. (2024).
Organizational inertia was measured by six items adopted from the research by Liang et al.
(2017). Finally, sustainable business performance was measured by five items adopted from
the research of Rehman et al. (2022) and Yin (2023).

RESULTS AND DISCUSSION
Respondents’ Characteristics

After analyzing the respondents' profiles (Table 2), the next stage is to test the validity
and reliability of the construct (Table 3) of the study to ensure that the instrument used can
measure the intended concept well. The convergent validity test was carried out by looking
at the outer loading (OL) value of each indicator. In contrast, the reliability test was measured
through the Cronbach's Alpha (o) and Composite Reliability (CR) values. The results of the
convergent validity test show that all indicators have an outer loading value above 0.70,
indicating that these indicators have a fairly strong contribution in representing their
respective constructs. Meanwhile, the Average Variance Extracted (AVE) value for all
constructs is above 0.50, indicating that more than 50% of the indicator variance can be
explained by the measured construct, so that convergent validity is met. From the reliability
side, the Cronbach’s Alpha value (o) and the Composite Reliability (CR) value for all
constructs exceed the threshold values of 0.70 and 0.80, which indicates that the research
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instrument has good internal consistency. Thus, the construct used in this study can be said
to be valid and reliable for further analysis.

Table 2. Demographic Information of Respondents

Category Frequency Percentage (%)
Industry type

Food and Beverage 39 32.5
Creative Industry 38 31.7
Textiles and Convection 20 16.6
Plastics and Packaging 23 19.2
Total 120 100.00
Firm age

5 - 10 years 28 23.4
10 - 15 years 58 48.3
15 - 20 years 34 28.3
Total 120 100.00
Income per year

50 - 100 million 38 31.7
100 - 150 million 53 44.2
150 - 200 million 29 24.1
Total 120 100.00

Table 3. Convergent Validity and Reliability

Constructs Mean SD OL o CR AVE

Green Human GHRM1 4.23 0.84 0.779 0.811 0.843 0.531
Resources GHRM2 3.88 0.98 0.866
Management GHRM3 4.20 0.78 0.879
GHRM4 4.48 0.70 0.792
GHRMS5 4.38 0.75 0.747

Sustainable DSP1 4.06 1.04 0.909 0.963 0.970 0.843
dynamic DSP2 4.22 1.01 0.945
capability DSP3 3.93 1.11 0.919
DSP4 4.12 1.10 0.929
DSP5 3.98 1.16 0.896
DSP6 4.18 1.06 0.912

Organizational oIl 4.45 0.73 0.802 0.874 0.897 0.595
Inertia OI12 3.92 1.10 0.768
OI3 3.98 0.99 0.848
Ol4 3.95 0.89 0.828
OI5 4.50 0.73 0.787
Ol6 4.48 0.72 0.779

Sustainable SBP1 3.74 1.05 0.870 0.956 0.966 0.850
Business SBP2 3.53 1.20 0.944
Performance SBP3 3.32 1.26 0.938
SBP4 3.27 1.27 0.923
SBP5 3.54 1.24 0.933

Note: OL = Outer Loading; SD = Standard Deviation; o. = Cronbach’s Alpha;, CR = Composite Reliability

After ensuring convergent validity and construct reliability, the next step is to test
discriminant validity. Discriminant validity testing is carried out to ensure that each construct
in this study is truly different from the other and that there is no overlap in measuring
different concepts. The two methods used in this study are the Fornell-Larcker Criterion and
the Heterotrait-Monotrait (HTMT) Ratio. Based on the results of the Fornell-Larcker
Criterion test (Table 4), the AVE square root value of each construct (diagonal number) is
higher than the correlation between other constructs in the same column. Each construct has
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good discrimination, where each construct is better able to explain the variance of its own
indicators compared to the variance shared with other constructs. Meanwhile, the results of
the HTMT Ratio test show that all HTMT values are below the threshold of 0.85, which
indicates that there is no multicollinearity problem between the constructs tested. Thus, the
discriminant validity in this study has been fulfilled, so that each construct in the model can
be considered to have clear differences from the other and can be used for further analysis.

Table 4. Fornell Larcker Criterion and HTMT Ratio

Fornell-Larcker Criterion Heterotrait Monotrait
DSC GHRM (0] SBP DSC GHRM (0]}
DSC 0.918
GHRM 0.333 0.728 0.353
(0] 0.601 0.480 0.771 0.641 0.612
SBP 0.694 0.282 0.456 0.922 0.721 0.264 0.418

Note: The diagonal number in the Fornell-Larcker Criterion is the square root of AVE.

Furthermore, hypothesis testing is conducted to evaluate the relationship between
variables in the research model (Table 5 and Figure 2). The results of the hypothesis test
indicate that Green Human Resource Management (GHRM) has a positive and significant
influence on Sustainable Business Performance (SBP) (= 0.354; t = 3.832), thus supporting

H1. Likewise, Sustainable dynamic capability (DSC) has a positive and significant influence
on SBP (f =0.668; t = 7.262), thus supporting H2.

Table 5. Path Coefficient Evaluation

Hypothesis Exogenous Moderator Endogenous R? B t-value Status
H1 GHRM SBP 0.354  3.832**  Supported
H2 DSC SBP 0.552 0.668 7.262**  Supported
H3 GHRM Ol SBP ’ -0.182  2.746**  Supported
H4 DSC Ol SBP -0.265  4.565**  Supported

Note: ** Significant < 0.05
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Figure 2. Output of Structural Model Evaluation

Environment-based human resource management strategies and dynamic capabilities
in sustainability play an important role in improving sustainable business performance. In
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addition, Organizational Inertia (OI) was found to have a negative moderating effect on the
relationship between GHRM and SBP (B = -0.182; t = 2.746), also on the relationship
between DSC and SBP (B = -0.265; t = 4.565), thus supporting H3 and H4. That is, as the
Ol level increases, the influence of GHRM and DSC on SBP becomes weaker.

This moderation effect can also be observed in the interaction graph (Figure 3). In the
graph DSC x Ol on SBP, three lines show the relationship between DSC and SBP at different
Ol levels (-1 SD, Mean, and +1 SD). These three lines are not parallel, indicating a
moderation effect. The blue line represents low OI, the red line represents average OI, and
the green line represents high OI. The difference in slope between the lines indicates that the
effect of DSC on SBP varies depending on the level of OI, confirming that the moderation
effect in this study is acceptable.

DSCxO0I

0.75
0.50
0.25
0.00
-0.25

-0.50

-0.75

Sustainahle Business Performance

-1.00 075 -0.50 -0.25 0.00 025 0.50 075 1.00
Dynamic Sustainability Capahility

— Organizational Inertia at-1 5D — Organizational Inertia at Mean
Crganizational Inertia at +1 5D

Figure 3. Interaction between DSC and OI on SBP

Likewise, on the graph GHRM X OI on SBP (Figure 4), it can be seen that the
relationship between GHRM and SBP weakens as Ol increases. The blue line (low OI)
shows a nearly flat relationship, indicating that when Ol is low, increasing GHRM has little
effect on SBP. In contrast, the green line (high OI) shows a steeper slope, indicating that at
high levels of OI, the effect of GHRM on SBP increases. However, overall, this pattern still
suggests that the effect of GHRM on SBP is more limited when Ol is high compared to when
Ol is low or moderate.
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Figure 4. Interaction between GHRM and OI on SBP
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In addition, the R? value of 0.552 indicates that the GHRM, DSC, and interaction
variables with OI are able to explain about 55.2% of the variability in SBP. The model has
quite good explanatory power in understanding the factors that influence sustainable
business performance.

Besides testing the relationship between variables in the research model presented in
Table 6., predictability analysis (blindfolding) is conducted to assess the extent to which the
model can predict endogenous variables. The criteria used in this analysis are the Q?
predictive relevance values, where a Q? value greater than zero indicates that the model has
predictive relevance to endogenous variables. The results of the analysis show that
Sustainable Business Performance (SBP) has a Q? value of 0.445, indicating that the model
has strong predictive ability. This value indicates that the exogenous variables in this study,
namely Green Human Resource Management (GHRM) and Sustainable dynamic capability
(DSC), can effectively explain the variability in SBP. Thus, the research model not only
shows a significant relationship between variables but also has good predictive power in
explaining sustainable business performance.

Table 6. Predictability Analysis

Construct Q? Predictive Relevance
Sustainable Business Performance 0.445
Discussion

This study aims to determine the influence of GHRM and Sustainable dynamic
capability on sustainable business performance by looking at the role of organizational
inertia as a moderator. The results of the study indicate that the practice of GHRM has a
positive influence on sustainable business performance. In this study, sustainable business
performance is an important element for businesses that can determine the impact on the
environment, employee health, and customers. The results of the study are in accordance
with previous studies conducted by R. Liu (2023), stating that GHRM and the company's
continued success can foster an atmosphere that encourages employees to be motivated to
act pro-environmentally. As stated by Aktar and Islam (2019), effective GHRM, such as
environmental training, green incentives, and sustainability-based recruitment policies, not
only increases employees’ awareness of environmental issues but also strengthens their
engagement in green practices in the workplace.

Furthermore, this study also showed that an organizational culture that supports green
initiatives plays an important role in building more environmentally conscious employee
behavior. R. Liu et al. (2023) emphasized that companies that actively integrate GHRM
principles into their operations tend to have employees with higher levels of environmental
concern. Thus, strategic GHRM implementation can contribute to the achievement of a
company's overall sustainability goals.

Then this study also found that sustainable dynamic capability has a positive influence
on sustainable business performance. The results of this study found that companies that are
able to develop and adjust their sustainability capabilities dynamically tend to have better
business performance in the long term. In accordance with the study from Bhadra et al.
(2024), sustainable dynamic capability enables companies to be more responsive to changes
in the business environment, regulations, and market demands that increasingly emphasize
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sustainability aspects. With the ability to continuously innovate in green business practices,
companies can improve operational efficiency, reduce environmental impacts, and
strengthen their image and competitiveness in the market.

However, it is important to recognize that in the West Java context, companies face
specific challenges and opportunities related to sustainable business performance. Many
manufacturing firms in this region are still adapting to the evolving expectations around
sustainability practices, and the implementation of GHRM is often hindered by local
economic pressures, limited access to green technologies, and a lack of awareness about the
long-term benefits of such practices. These obstacles could influence how GHRM and
sustainable dynamic capability contribute to performance improvements, and why some
companies in this region may not fully capitalize on the potential advantages of GHRM.

In addition, this study also uses organizational inertia as a moderator of the relationship
between GHRM and sustainable business performance and sustainable dynamic capability
on sustainable business performance. This study shows that organizational inertia can
weaken or strengthen the relationship between GHRM and sustainable business
performance, depending on the level of flexibility and adaptability of the organization to
environmental changes. As shown in the study of Zuzul and Tripsas (2020), organizations
with high levels of inertia are characterized by resistance to change, rigid structures, and
work patterns. Conversely, in organizations with low levels of inertia, the impact of GHRM
on sustainable business performance becomes more significant. More adaptive organizations
tend to be able to integrate GHRM policies into their business strategies effectively, thereby
increasing innovation and competitiveness (Joshi & Dhar, 2020). Huang et al. (2013)
highlighted the importance of managing organizational inertia in an effort to improve
organizational effectiveness in developing sustainability capabilities. By reducing structural
and cultural barriers that inhibit change, organizations can be more responsive to external
environmental demands and more adaptive in implementing sustainable business policies
and practices.

In West Java, the challenge of organizational inertia is particularly relevant, as many
firms in the region may still be entrenched in traditional manufacturing practices, which can
resist shifts toward more sustainable approaches. This resistance to change is often due to
historical industry practices, limited resources, and a lack of institutional support for green
transitions. Therefore, reducing inertia is critical for companies in this region to implement
GHRM and enhance their dynamic sustainability capabilities successfully.

In addition, effective management of organizational inertia enables companies to
create a more innovative work environment, where employees are more motivated to
participate in green initiatives and implement environmentally friendly work practices
(Zuzul & Tripsas, 2020). Thus, companies not only need to improve sustainable business
performance but also strengthen their competitiveness in facing global market dynamics that
increasingly emphasize sustainability aspects. Therefore, companies need to implement
strategies that can reduce resistance to change, such as increasing employee involvement in
decision-making related to sustainability, providing ongoing training, and encouraging
visionary leadership in managing the transition to a greener business.
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CONCLUSION

This study contributes to the development of sustainability and organizational
management literature by empirically demonstrating that green human resource
management (GHRM) and sustainable dynamic capability (DSC) are significant drivers of
sustainable business performance (SBP). Importantly, the study adds to the theoretical
understanding by introducing organizational inertia (OI) as a moderating factor that can
either inhibit or enable the positive impact of GHRM on SBP. By showing that
organizational flexibility and adaptability are critical in realizing the benefits of GHRM, this
study advances existing theories of sustainability, dynamic capabilities, and organizational
behavior. Furthermore, by combining GHRM, DSC, and OI in one model, this study bridges
gaps in the sustainability management literature, offering a more comprehensive
understanding of how internal organizational dynamics affect sustainable outcomes.

From a practical standpoint, this study emphasizes the importance of adopting strategic
GHRM practices—including environmental training, green incentives, and sustainability-
based recruitment—to foster employee engagement in pro-environmental behaviors.
Companies are encouraged to develop Dynamic Sustainable Capabilities to remain
responsive to shifting environmental, regulatory, and market demands. Additionally,
managers should focus on reducing organizational inertia by cultivating flexible structures,
open communication, and employee involvement in sustainability initiatives. Organizational
inertia, which manifests as resistance to change, can undermine the successful
implementation of GHRM and sustainability strategies. Therefore, managers must be aware
of how organizational routines, structures, and entrenched cultural habits can hinder the
adaptation to more sustainable business practices. Reducing structural and cultural resistance
to change will enhance the effectiveness of GHRM and sustainability strategies. In practical
terms, managers should implement strategies that actively counter inertia, such as fostering
a culture of continuous learning, encouraging collaboration across departments, and
involving employees at all levels in sustainability decision-making processes. Firms that
proactively address inertia and strengthen their adaptive capacity will not only improve
sustainable business performance but also boost competitiveness in an increasingly
sustainability-focused global market.

This study concludes that both green human resource management (GHRM) and
sustainable dynamic capability (DSC) play critical roles in enhancing sustainable business
performance (SBP). GHRM practices motivate employees to adopt environmentally friendly
behaviors, while dynamic sustainable capabilities enable firms to innovate and adapt to
evolving environmental demands. Furthermore, organizational inertia (OI) is identified as a
crucial moderating factor that can weaken the positive influence of GHRM on SBP if not
properly managed. Firms with high inertia tend to face structural and cultural resistance that
hinders the effective implementation of GHRM. On the other hand, companies that
demonstrate organizational flexibility and adaptability can maximize the benefits of GHRM
and DSC, leading to stronger sustainability outcomes and improved long-term performance.

Although this study provides valuable insights, it is not without limitations. The
research was limited to manufacturing companies in West Java, Indonesia, which may affect
the generalizability of the findings to other sectors and geographic contexts. Future research
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could extend the model to other industries, such as services or technology sectors, and
different cultural settings to validate and enrich the findings. Additionally, longitudinal
studies are recommended to examine how GHRM, DSC, and organizational inertia interact
over time in influencing sustainable business performance. Further studies could also
explore other moderating variables, such as leadership style, organizational culture, or
technological readiness, to provide deeper insights into organizational pathways for
achieving sustainability goals.
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