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Abstract
Purpose – The purpose of this paper is to propose a conceptual framework that establishes the linkages
among green dynamic capability (GDC), green innovation (GI), organisational creativity (OC) and
organisational agility (OA), which influence small andmedium enterprises (SMEs) sustainability performance
(SP) in trade and service sectors in Thailand.
Design/methodology/approach – This paper conducts a search of existing literature regarding SMEs
SP. A conceptual framework is provided that can be used by SMEs to enhance their SP driving sustainable
business growth.
Findings – A framework for SMEs sustainability is proposed, which demonstrates the connection between
GDC and SME SP, with GI and OC as mediators and OA as a moderator.
Research limitations/implications – This paper is limited in terms of the scope of SME sustainability
in the context of the trade and service sector. Future empirical study should be conducted to validate the
proposed framework and hypotheses in this study.
Practical implications – This study forms the basis for the enhancement of SMEs SP in relation to
boosting their GDC, GI, creativity and agility.
Originality/value – This paper presents a comprehensive framework that leads to the conceptualisation
of SME SP. It will help practitioners and academics to better understand the causes of SMEs SP.

Keywords Green dynamic capability, Green innovation, Organisational creativity,
Organisational agility, SMEs sustainability performance, Organizational performance,
Small to medium-sized enterprises, Competitiveness, Sustainable development, Agility

Paper type Research paper

1. Introduction
Sustainability has become a major global concern due to increasing environmental issues,
social inequality, poverty and rapid economic growth, which are becoming unsustainable
(Lopez Gonzalez and Sorescu, 2019). These issues have pushed the need to transform both
society and the economy into a more sustainable form. Sustainability has been adopted and
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well-practiced by multi-national corporations. They have integrated sustainability activities
as part of their business strategy to achieve long-term benefits (Das and Rangarajan, 2020).
This has been prompted by sustainability initiatives and policies driven by government and
non-government agencies, such as the Dow Jones Sustainability Index and the World and
Global Reporting Initiative Guidelines, which have encouraged organisations to improve
their sustainability (Das and Rangarajan, 2020). However, sustainability practices are not
well understood and well adopted by small and medium enterprises (SMEs) due to the
complexity of the sustainability issue, lack of understanding of the sustainability concept
and resource constraints faced by SMEs (Das and Rangarajan, 2020). Therefore, the
sustainability issue largely persists in SMEs and requires addressing due to SMEs’
significance in economic development.

SMEs are a significant contributor to local, national and regional economies. They
represent 18% of exports in developing countries (Lopez Gonzalez and Sorescu, 2019) and
98% of businesses in Asia-Pacific Economic Cooperation (APEC) economies (APEC, 2020).
The wholesale and retail trade sector, followed by service sector industries, represents the
highest share of total SMEs in APEC economies, contributing to more than 60% of total
employment and 40%–60% of gross domestic product (GDP). In the Association of
Southeast Asia Nations, SMEs represent 78%–90% of companies and most of the
employment (OECD, 2018), driving job creation, income increase and poverty reduction,
which leads to sustainability development (Lopes de Sousa Jabbour et al., 2020).

While SMEs make significant contributions to economic development, they also create
notable environmental problems. SMEs generate approximately 70% of global pollution
(Malesios et al., 2021). SMEs in Asia contribute to massive resource consumption and
wastage, as well as contributing to environmental issues leading to climate change andmore
frequent natural disasters (Ndubisi et al., 2021). Additionally, the amount of raw material
used to produce one unit of GDP (Kilogram/US$1,000 of GDP) in Asia is twice that of other
regions. This causes significant environmental impacts and misutilisation of precious
resources leading to scarcity (Lopes de Sousa Jabbour et al., 2020). Therefore, SMEs must
improve resource utilisation to ensure that economic development is in line with the
preservation of the environment (Lopes de Sousa Jabbour et al., 2020). For sustainability to
take place, SMEs must take into consideration and adapt to environmental, social changes
and customer demand for green products in the business environment. Green innovation
(GI) is important for SMEs as it drives SMEs sustainability. GI assists SMEs in creating
differentiated products and services so, adding customer value for sustainable development
(Li, 2022). It also allows for efficient management of business processes and technology,
leading to sustainable competitive advantage and delivery of social and environmental
value to customers and suppliers (Lazaretti et al., 2020). This is crucial for SMEs as it allows
SMEs to develop efficiencies, provide new products and services catering to changing
demands of consumers focus on environmental protection and respond to unpredictable
business environments.

Thailand is a developing country in Asia in which SMEs play a significant role in
economic development. Nearly 40% of Thailand’s GDP, approximately US$154bn, was
generated from SMEs (OSMEP, 2020). Most SMEs are concentrated in the service and trade
sectors, representing 41.10% and 40.09% of the total number of SMEs, respectively, and
contribute 60.1% of total GDP. SMEs generated nearly 13 million jobs accounting for 72%
of the total employment (OSMEP, 2020). According to Organisation for Economic
Co-operation and Development (OECD), GI is measured by the share of environmental
patents (in percentage) of all high-value patents. Thailand’s GI score is 13.71% (OECD,
2022). Thailand’s air pollution level also exceeded World Health Organisation Guideline by
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3–5 times in 2021 (IQAir, 2022). The country ranked 26th in the world in terms of annual
carbon dioxide (CO2) emissions in 2021 (EnvilianceAsia, 2022). This clearly demonstrates
sustainability problems in Thailand. Therefore, the country needs to address sustainability
issues and promote sustainability development, particularly for SMEs in the trade and
service sectors, as they represent the majority of SMEs and make up a large part of the
economy.

Extensive research has been conducted on sustainability, focusing on large companies in
developed countries (Singh et al., 2020). However, there is limited research on sustainability
focusing on SMEs and developing countries (Yacob et al., 2019). Moreover, research on
dynamic capability (DC) and sustainability in the perspective of green dynamic capability
(GDC) is scarce (Li, 2022). Additionally, research on the relationships among GI,
organisational creativity (OC) and organisational agility (OA) and sustainability
performance (SP), all of which are interconnected, is underexplored and limited (Lazaretti
et al., 2020; Lopes de Sousa Jabbour et al., 2020; Shahzad et al., 2020; Souto, 2021). This paper
aims to establish the linkages of variables that can improve SP of SMEs. This paper
proposes a framework that explains the association of GI and SP using DC theory. OC and
OA, which are closely linked to GI, will also be included in the framework. The study
contributes to the literature on sustainability as it explores SP using the theory of DC, with
an emphasis on GDC, which has not been largely examined, and is under-researched (Lopes
de Sousa Jabbour et al., 2020). The proposed conceptual framework can be used for a further
empirical study on SMEs performance. This will provide an understanding of what drives
SP in SMEs. This study will attempt to answer the two main research questions in which
further empirical study can be conducted to substantiate the proposed model. These are:

RQ1. What is the linkage between GDC and SMEs SP?

RQ2. What are the relationships between GI, OC, OA and SMEs SP?

In Section 2, the research procedure for identifying key literature will be defined. Next, in
Section 3, a relevant literature review on sustainability in SMEs will be conducted and
presented. Then, in Section 4, a conceptual framework will be proposed that connects
different variables with SP. After that, in Section 5, academic and practical implications of
the study will be discussed. Finally, in Section 6, the conclusions and limitations of the study
will be elaborated upon.

2. Research procedure
A search of the literature was conducted to identify key research relevant to variables
investigated in this paper. These are SP, GDC, GI, OC and OA. An effective search strategy
is required in a literature review, along with predefined criteria, to include or exclude studies
(Atkinson and Cipriani, 2018). The research procedure used in this study is in line with the
previous conceptual research (Ramakrishnan et al., 2022; Shahid andMuchiri, 2019).

The first step involved developing a search strategy to identify appropriate sources and
elicit the relevant information (Atkinson and Cipriani, 2018). Four prominent business
databases were searched. They were Emerald, ProQuest, ScienceDirect and SpringerLink.
To find specific models and dimensions for each variable, key terms such as “sustainability
performance”, “sustainable performance”, “sustainable development”, “sustainability
development” and “sustainable practice” were used to identify key concepts and models of
SP. Similarly, “green dynamic capability”, “dynamic capability” and “strategic dynamic
capability” were used to find models pertaining to GDC. For GI, terms such as “green
innovation”, eco-innovation” and “sustainable innovation” were used in the search. Key
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concepts and models of OC were searched using keywords such as “organisational
creativity”, “green creativity” and “group creativity”. For OA, the keywords used in the
search were “organisational agility”, “firm agility” and “agile firm”. Only peer-reviewed
English language studies relevant to the context of SMEs were included. After the screening
process was completed, studies that were duplicated or found to be irrelevant as they were
not focusing on the key concept, dimensions or model development were eliminated.

Next, relevant literature relating to the linkages among the key variables was identified
to form the basis of conceptual model development. Different combinations of key terms for
the key variables were entered in the four databases to search for relevant literature.
Example combinations include “green dynamic capability and sustainability”, “green
innovation and sustainability”, “green dynamic capability and green innovation and
sustainability”, “green dynamic capability and organisational creativity”, “organisational
creativity and sustainability”, “green dynamic capability and organisational creativity and
sustainability”, “organisational agility and green innovation” and “organisational agility
and sustainability”. In addition, dimensions of GDC constituting to the whole concept of
GDC were searched and examined to establish linkages among key variables. Relevant
studies were selected and used as the foundation for conceptual model development. In the
literature review section, tables with the summary of relevant articles for key variables and
dimensions are presented.

3. Literature review
3.1 Small to medium enterprises and sustainability in Thailand
SMEs are described as independent companies without any subsidiaries that use a limited
number of workers (OECD, 2005). The definition of SMEs varies largely between different
countries. In the European Union, the number of employees within SMEs is set at 250,
whereas in the USA, the number of employees in SMEs must not exceed 500. In general,
small enterprises will have fewer than 50 employees and micro enterprises will have
between 5 and 10 employees (OECD, 2005). In Thailand, SMEs are classified into
three categories: micro, small and medium, and divided into two sectors which are the
manufacturing and trade and service sectors. Table 1 presents the definition of SMEs in
Thailand.

Sustainability is a concept that is based on the triple bottom line approach proposed by
Elkington (1998). Sustainability encompasses the three key perspectives of environmental
preservation, social equality and economic development (Ndubisi et al., 2021). Thailand has
been committed to achieving sustainable development goals (SDGs) since the establishment

Table 1.
Definition of SMEs in
Thailand

Sector Size
Manufacturing Micro Small Medium

Annual income baht 1.8m (US$58,000) baht 1.8 to 100m
(US$58,000–3,226,000)

baht 100 to 500m
(US$3.23–16.13m)

No. of employees Less than 5 5 to 50 50–200

Trade and service
Annual income baht 1.8m (US$ 58,000) baht 1.8 to 50m

(US$58,000–1,613,000)
baht 50 to 300m
(US$1.61–9.68m)

No. of employees Less than 5 5 to 30 30–100

Source: OSMEP Annual Report 2018 (OSMEP, 2018)
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of the United Nation (UN) Sustainable Development Agenda (UNSSC, 2021). Thailand’s
current National Strategy (2018–2037) places great focus on sustainability and includes
SDGs in its main strategies (OSMEP, 2018). This is reflected in the key strategies, which
focus on environmental preservation, eco-friendly development and sustainable agriculture,
involving social and economic development, environmental protection, good governance
and effective collaboration among government agencies (OSMEP, 2018).

According to Thailand’s National Strategy (2018–2037), one of the principal strategies
relevant to SMEs is developing smart entrepreneurs (OSMEP, 2018). The strategy places
great importance on instilling entrepreneurial skills and passion, promoting innovation and
the creation of differentiated products, environmentally friendly production and developing
the essential skills and competencies of workers in terms of technology and new forms of
business operations. From this strategy, it is apparent that SMEs development should
incorporate all three dimensions of sustainability. However, the primary focus of office of
small and medium enterprise promotion (OSMEP) in Thailand is largely that of economic
development, aiming to enhance the competency of SMEs so driving exports and
internationalisation. OSMEP’s current strategy focuses on building SMEs competitive
advantages and SMEs promotion. The strategy includes data integration, developing a
mechanism to promote access to SMEs and driving SMEs to become higher-performance
firms by increasing SMEs’ capability and driving internationalization (OSMEP, 2020). This
shows that sustainability development in SMEs is largely neglected.

3.2 Green dynamic capability and green innovation
DC is a development from a resource-based view (RBV). RBV states that a firm’s resources
and capabilities can be developed to improve the firm’s performance (Peng, 2009). Various
research has been conducted to examine SME performance in the context of RBV
(Armstrong and Shimizu, 2007; Falahat et al., 2020). However, the main criticism of the
theory lies in a static view of resources and capability, as RBV does not take into
consideration the external forces and changes in the business environment that may impact
the performance of firms (Armstrong and Shimizu, 2007). Hence, DC bridged the major
drawback of RBV by viewing resources and capability as dynamic and allowing for the
consideration that they can be transformed to accommodate changes in the external
environment. DC is defined as “appropriately adapting, integrating, and reconfiguring
internal and external organisational skills, resources, and functional competences to match
the requirements of a changing environment” (Teece et al., 1997, p.515). DC explores how
companies develop and reconfigure their acquired resources to adapt their organisational
operation to fit with the changing external environment (Ferreira et al., 2020). DC is closely
associated with a competitive advantage. DC is gained when competitive advantage is
attained and is crucial to managing effective business operations. Continuous learning in
business operations and strategic management must be achieved so that firms can acquire
crucial knowledge and fundamental resources such as key competencies (Teece and Pisano,
1994). DC is relevant to the context of SMEs as they are nimble and flexible. Due to SMEs’
small size, they can quickly reconfigure and transform resources, capabilities and
competencies to match changes in the business environment. Moreover, DC emphasises on
effective management and value creation in organisation process rather than routinisation
of business practices to achieve efficiency (Al-Shami and Rashid, 2022). Thus, DC is more
suitably applied to flexible organisations, which are not bound by rigid structures or tight
policies, which may be more common within large corporations. One critical aspect of DC is
innovation. Innovation in DC is described as the capability to create and invent something
new and different from the research and development (R&D) department of firms.
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As environmental protection has become a major concern due to increasing pollution and
climate change, there has been a shifting demand towards green and environmentally
friendly products (Chen and Chang, 2013). Consumers have become more aware of the
importance of environmental protection, and they now prefer to purchase green products
(Lin and Chen, 2017). To respond to this, firms need to be able to adapt to the changing
market focusing on environment protection. Adapting to changed market behaviour leads to
GI and green product delivery, helping firms to grow their customer base and realise
financial rewards (Lin and Chen, 2017). To achieve this, GDC is crucial. It allows the firm to
react and adapt to the changing demand for green goods. Therefore, GDC is extended and
deepened from the concept of DC. GDC can be defined as a firm’s ability to use existing
resources, knowledge and competences to build green organisational capabilities to adapt to
a dynamic market and address green product innovation and design (Chen and Chang, 2013;
Chen et al., 2015; Lin and Chen, 2017). One significant aspect of GDC is the ability to
innovate. Chen et al. (2015) stressed the importance of innovative capability when
considering GI. Chen and Chang (2013) also investigated GDC in the aspects of the ability to
use resources to develop GI and the ability to exploit knowledge and resources to build
green organisational capabilities. These aspects are found to link to green product
innovation and development. Additionally, Amui et al. (2017) stated that GI can be improved
through GDC in terms of green R&D, green strategic management and green organisational
practice. Singh et al. (2021) demonstrated that GDC influences GI by exploring GDC in
the context of R&D, green innovative capability (GIC), green organisational strategic
management capability (GOSMC) and green organisational management capability
(GOMC), building on the work of Hung et al. (2010). Studies on GDC are limited, and there is
no agreement on the connotations and dimensions used to measure GDC (Li, 2022).
Therefore, in this study, GDC is investigated in the dimension of GIC, GOSMC and GOMC,
building on the study of Singh et al. (2021). Table 2 shows sources of dimensions for GDC.

Innovation is described as a process that involves using new practices, approaches or
strategies to create products and services (Lin and Chen, 2017). It can also be used to
respond to changes in internal and external environments and used as a pre-emptive
practice to prepare for the uncertainties in said environments (Lin and Chen, 2017). GI is a
type of innovation that focuses on minimising harmful environmental impacts (Chen and
Chang, 2013). It is a relatively new concept proposed by Fussler and James (1996), who
examined various perspectives such as the concept, determinants, practice and performance
of GI (Li, 2022). GI is often used interchangeably with “ecological innovation”, “eco-
innovation”, “environmental innovation” and “sustainable innovation” (Shahzad, 2020; Li,
2022) and is generally defined as “innovation that results in a reduction of environmental
impact, regardless of whether or not that effect is intended” (Huang and Li, 2017, p 311). GI is
essential as it drives efficient business management (Chen and Chang, 2013). Efficient
business management can result in value creation, competitive advantage development and
improved firm performance (Albort-Morant et al., 2016). For GI to take place, a high degree

Table 2.
Sources of
dimensions for green
dynamic capability

Dimension Sources

Green innovative capability Singh et al. (2021), Hung et al. (2010), Chen et al. (2015), Chen
and Chang (2013), Li (2022), Lin and Chen (2017)

Green organisational strategic capability Singh et al. (2021), Hung et al. (2010), Chen and Chang
(2013), Li (2022), Lin and Chen (2017)

Green organisational capability Singh et al. (2021), Hung et al. (2010), Chen and Chang
(2013), Li (2022), Lin and Chen (2017)
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of collaboration and integration across internal functions and external partners is required.
Successful collaboration between internal and external parties leading to GI implementation
can only be achieved if SMEs possess sufficient managerial skill and organisational
capability to establish effective and efficient business practices (Chen and Chang, 2013).

GI is mainly viewed in terms of green product and green process innovation (GPRI), in
which green products or green processes are created to alter existing product design to
reduce negative environmental impacts (Huang and Li, 2017). Green production innovation
(GPI) is described as the innovation of products that decrease negative environmental effects
throughout the whole product life cycle (Huang and Chen, 2021). It is important for firms to
develop GPI as it can help reduce costs through the use of inexpensive and environmentally
friendly recycled materials (Singh et al., 2020). It can also promote a positive image and
create product differentiation, which, in turn, allows firms to capture premium pricing
resulting in increased sales revenues (Huang and Chen, 2021). Therefore, it is beneficial for
SMEs to integrate GPI into their practices as it improves corporate image and increases
market competitiveness through the development of distinct and differentiated products.
GPRI refers to the alteration of existing processes or systems or the development of new
processes or systems to create energy savings, prevent or reduce pollution and promote
waste recycling (Huang and Chen, 2021; Huang and Li, 2017). GPRI allows firms to find
alternative energy resources, adopt resource recycling and enhance business processes,
which improve energy utilisation efficiency and decrease waste generation so driving a
firm’s performance (Frare and Beuren, 2021). GPRI is beneficial for SMEs as it propels
technological improvement, resulting in increased efficiency and minimising costs
through the reduction of resources used (Li, 2022). In this study, GI is proposed in two
dimensions. These are GPI, and GPRI, based on the work of Singh et al. (2021) and
Chen et al. (2006). Table 3 presents the sources of dimensions for GI.

GI in enterprise relies on superior GDC in comparison to their competitors to adapt and
mobilise resources and capabilities sensibly to provide value to customers and to capture the
market (Singh et al., 2021). GDC also focuses on the integration, development and
reallocation of internal and external resources associated with environmental preservation,
which drive green development (Li, 2022). Thus, GDC can drive GI. GDC helps firms sense
and seize opportunities, then reconfigure existing resources and skills to respond to green
markets and trends. Firms can adjust their resources and build necessary skills to cater to
the growing demand for green goods, which leads to green products or processes that, in
turn, promote GI (Huang and Li, 2017). Therefore, the first hypothesis is presented as:

H1. SMEs GDC influences SMEs GI.

3.3 Green dynamic capability and organisational creativity
According to Fetrati et al. (2022), creativity is defined as the ability to generate
unconventional ideas by using past knowledge in a novel way. It requires the association of

Table 3.
Sources of

dimensions for green
innovation

Dimension Source

Green product innovation Chen et al. (2006), Singh et al. (2021), Huang and Chen (2021), Huang and Li
(2017), Singh et al.. (2020), Li (2022), Muangmee et al. (2021), Ullah et al.
(2021)

Green process innovation Chen et al. (2006), Singh et al. (2021), Huang and Li (2017), Singh et al.
(2020), Li (2022), Frare and Beuren (2021), Muangmee et al. (2021), Ullah
et al. (2021)
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acquired knowledge and experience to create unconventional solutions to problems.
Creativity requires divergent thinking, which allows possible solutions to be generated in
problem-solving (Kraft, 2005). When a problem arises, an individual might approach it in a
different way and adjust their course of action leading to various solutions. Creativity can be
categorised as either individual or organisational (Fetrati et al., 2022)

Individual creativity is defined as the ability to generate novel ideas leading to
appropriate solutions or new business opportunities (Nayak, 2008). OC is described as:

A resource that reflects the creation of value, products, services, ideas, routines, and process and
also reflects entrepreneurial abilities of individuals who work together in a complex social system
to generate specific capabilities to deal with complex environments (De Vasconcellos et al., 2019,
p.440).

OC helps to create value for firms by building unique, rare and inimitable capabilities and
resources (Gao et al., 2021). It also promotes innovation leading to competitive advantage
(Fang et al., 2021). OC is essential for SMEs due to the dynamic business environment they
operate in. To be able to respond in a timely manner to changing trends and gain a
competitive advantage, SMEs need OC. This helps them to create new products and services
catering to customer demand (Fang et al., 2021). SMEs need to foster OC as it drives
innovation, leading to improved performance and so ensuring their competitiveness and
survival in the market (Ferreira et al., 2020). Fetrati et al. (2022) conducted a bibliometric
study on OC, which converges the similarity of different models of creativity and identifies
key commonalities. From the research, it was found that OC, process, setting, structure and
leadership are critical in developing OC. Hence, to achieve OC, the product development
process, planning, goals, directions and promotion of new product ideas are essential (Chen
and Chang, 2013).

There are various factors that contribute to OC (Fetrati et al., 2022). One of the key factors
is organisational process (OP). OP relates to participation, which is defined as the extent to
which the employees perceive they have control within the team and organisation, such as
goal setting, planning, work processes and job role (Axtell et al., 2000). OP in the aspect of
participation is important in OC. This is because it allows employees to have a certain
freedom and power to control their own work and processes and to assign tasks to team
members without being restricted by job role. This enables them to develop new ideas and
solutions within the scope of their work and their team (Axtell et al., 2000). Idea management
systems can be used to support OP and encourage creativity which can be simple innovation
handbooks that can guide employees on innovation processes (Amabile and Pratt, 2016).

Organisational setting and structure can affect OC. Organisational structure can be
defined in two aspects which are centralisation and formalisation (Bucic and Gudergan,
2004). Centralisation is described as “the governing of organisational decision making”
(Bucic and Gudergan, 2004, p.261). Organisations with low-level of centralisation encourage
employees to express their opinions and share information freely, which leads to the
generation of creative ideas and perspectives (Amason et al., 1995). Organisations with low-
level of centralisation also tend to foster creativity (Leenders et al., 2003). Another aspect of
organisational structure is formalisation which is a mechanistic orientation in organisations
and is depicted by formal guidelines intended to cultivate conformity among employees,
policies and processes (Bucic and Gudergan, 2004). Organisations with high levels of
formalisation are ineffective due to their inflexibility and excessive control, which hampers
creativity (Bonner et al., 2002). Bucic and Gudergan (2004) found that a high-level of
centralisation in organisations leads to a low level of creativity. Mainemelis and Ronson
(2006) also suggested that organisational structure can hinder creativity development if
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employees are bound by convention, structural obligation and functional constraints.
Organisational structure needs to be redesigned with high levels of autonomy, skill variety,
purpose and open communication to improve OC (Fetrati et al., 2022).

Not only is organisational structure important in achieving OC, but leadership is also
important. A study by Fetrati et al. (2022) pinpointed that leadership is essential in fostering
OC. Zhou and George (2003) explored the concept of leadership in terms of leaders’
emotional intelligence and its association with creativity, proving that leaders’ emotional
intelligence is vital for them to manage the work climate and culture and deal with conflicts
and tensions effectively so encouraging employees to propose new ideas and innovative
solutions. Leader support is another aspect of leadership that influences OC. Axtell et al.
(2000) identified that organisational and management support through participation in
innovation and organisational climate and environment facilitated OC. Transformational
leadership can impact OC (Gumusluoglu and Ilsev (2009). Transformational leaders
encourage creative solutions and problem-solving by employees and nurture creativity in
employees by coaching and consulting (Chen and Chang, 2013). They communicate a clear
vision and inspire employees to develop creativity by prompting them to express new
perspectives and supporting their initiatives. In the study, OC is divided into three
dimensions, OP, organisational setting and structure and leadership. Table 4 provides
sources of these dimensions for OC.

From the concept of OC, it can be seen that OC requires organisational and strategic
management to allow individuals to collaborate effectively to create novel ideas to deal with
the complex and dynamic business environment. Therefore, DC, in terms of organisational
management and strategic management, plays a significant role in driving OC. Gao et al.
(2021) posited that organisational management capability, particularly through
transformational leadership, leads to OC. Chen and Chang (2013) also found that GDC in
the aspect of green organisational management and green human resource management
(HRM) can lead to OC. Moreover, Zhang et al. (2020) found that GDC, in regards to
green transformational leadership, stimulates OC and that green strategic management
strengthens OC. Thus, the second hypothesis is presented as:

H2. SMEs GDC influences SMEs OC.

3.4 Green dynamic capability and small to medium enterprises sustainability performance
Corporate sustainability is a concept that is expanded from the triple bottom line approach.
It includes the key dimensions of environmental protection, social equity and economic
development (Das and Rangarajan, 2020; Ndubisi et al., 2021). SP encompasses a firm’s
environmental, social and financial performance (Ndubisi et al., 2021). A firm’s performance
can be evaluated in terms of profit, return on investment or shareholder value (Savitz and
Weber, 2014). Social performance relates to a firm’s obligations towards the labour force, the

Table 4.
Sources of

dimensions for
organisational

creativity

Dimension Source

Organisational process Fetrati et al. (2022), Gao et al. (2021), Axtell et al. (2000),
Amabile and Pratt (2016)

Organisational setting and structure Fetrati et al. (2022), Gao et al. (2021), Bucic and Gudergan
(2004), Mainemelis and Ronson (2006)

Leadership Fetrati et al. (2022), Gao et al. (2021), Chen and Chang (2013),
Gumusluoglu and Ilsev (2009)
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surrounding community and other societal issues falling within its scope of operations.
Social performance is commonly assessed in terms of workforce diversity, pay equality,
health and safety impact, community effect and human rights (Ndubisi et al., 2021).
Environmental performance concerns the environmental impact of a firm’s operation. It
involves environmental resource consumption, water and air pollution, carbon footprint,
greenhouse gas emissions and waste management and recycling (Ndubisi et al., 2021; Savitz
andWeber, 2014).

Economic development has remained the primary concern of corporate sustainability,
whereas the other two dimensions are often ignored as their immediate financial benefits
may be unrealised as many SMEs do not grasp the full concept of corporate sustainability
(Das and Rangarajan, 2020). This is due to their lack of knowledge of quantifying the
impacts of their business activities on the environment and society and how to address these
issues. The lack of an appropriate sustainability framework and tools to implement
sustainability practices is another key challenge in achieving corporate sustainability (Das
and Rangarajan, 2020). SMEs view sustainability as a balancing act of social, economic and
environmental demands. They do not regard it as an important part of their strategy for
achieving long-term profit. Therefore, they do not incorporate sustainability into their
strategic management (Souto, 2021). Furthermore, SMEs have limited resources and
financial capacity to implement sustainability practices in their operation. Thus, they put
sustainability practices as their last priority as business benefits are not seen (Das and
Rangarajan, 2020). For sustainability to be achieved, SMEs must understand the concept
and its importance. They should also have sufficient capability and resources to carry out
sustainability practices. SMEs must also consider the full cost of their business operation by
measuring their financial, social and environmental performance. Sustainability is attained
only when a positive return on investment in the three performance dimensions is realised
(Ndubisi et al., 2021). In this study, SP is presented in three dimensions which are social,
environmental and financial performance (Table 5).

Ferreira et al. (2020) and Hung et al. (2010) demonstrated that DC improves a firm’s
performance, a key dimension of sustainability and influence competitive advantage. Wu
et al. (2013) also identified that DC can drive SP, which results in long-term sustainability
development. Various studies have been conducted to show that GDC contributes to SP
(Singh et al., 2020; Al-Shami and Rashid, 2022; Hung et al., 2010). A study by Singh et al.
(2020) revealed that GDC, in terms of innovative capability, influences a firm’s
performance, which is an aspect of SP. It is also argued that when SMEs perceive they
have sufficient capability to carry out green business practices and sustainability
practices, doing so will lead to SP (Wu et al., 2013). Therefore, the third hypothesis is
stated as:

H3. SMEs GDC influences SMEs SP.

Table 5.
Sources of
dimensions for
sustainability
performance

Dimension Sources

Financial performance Muangmee et al. (2021), Zailani et al. (2015), Souto (2021), Das and Rangarajan
(2020), Shahzad et al. (2020), Afum et al. (2021)

Social performance Muangmee et al. (2021), Zailani et al. (2015), Souto (2021), Das and Rangarajan
(2020), Shahzad et al. (2020), Afum et al. (2021)

Environmental performance Muangmee et al. (2021), Zailani et al. (2015), Souto (2021), Das and Rangarajan
(2020), Shahzad et al. (2020), Afum et al. (2021)
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3.5 Green innovation and small to medium enterprises sustainability performance
As mentioned above, GI can be specified in two aspects. These are GPI and GPRI. These
aspects of GI can drive sustainability in all aspects of SP. GPI and GPRI are found to have
positive effects on environmental and firm’s financial performance (Huang and Li, 2017;
Frare and Beuren, 2021). Andersén (2021) demonstrated that GI brings about differentiation
advantages, and so improving a firm’s performance. GI that focuses on green strategy and
management development can also lead to SP (Muangmee et al., 2021; Wang and Yang,
2021). Moreover, Yacob et al. (2019) found that GI, in terms of green initiatives, influences
sustainability practices resulting in SP. Furthermore, Muangmee et al. (2021) showed that
GI has positive effects on SMEs financial, social and environmental performance.
Consequently, the fourth hypothesis is established as:

H4. SMEs GI influences SMEs SP.

3.6 Organisational creativity and small to medium enterprises sustainability performance
Sustainability is a complex issue that requires creative thinking and solutions (Awan et al.,
2019). The complexity of interconnected environmental problems, social issues and
economic development concerns need to be addressed and solved using creative
perspectives, ideas and solutions. Creativity could be the key driver in generating
unconventional ideas and solutions to solve these critical issues. Various research has been
conducted to indicate a link between creativity and SP (Przychodzen et al., 2016; Awan et al.,
2019; Souto, 2021). Creativity can drive innovation resulting in an increase in SP
(Przychodzen et al., 2016; Souto, 2021). Ferreira et al. (2020) stated that creativity influences
innovative capability, which improves a firm’s performance, which, in turn, is a key
dimension of SP. Fang et al. (2021) also posited that creativity is crucial in developing GI,
which can help to achieve sustainable development. Furthermore, it has been found that OC
affects economic, social and environmental performance (Przychodzen et al., 2016; Awan
et al., 2019; Souto, 2021). Therefore, the fifth hypothesis is formed as:

H5. SMEs OC influences SMEsSP.

3.7 Green dynamic capability, green innovation, organisational creativity and SMEs
sustainability performance
GDC is associated with GI (Singh et al., 2021). One of the key dimensions of GDC is GIC and
can be defined as the ability to use the knowledge acquired in creating green processes,
systems and products that benefit firms and stakeholders. (Singh et al., 2021). GIC is multi-
dimensional. It can be viewed from the perspective of green strategy, green product or
process, green HRM or green business management (Lopes de Sousa Jabbour et al., 2020;
Chen and Chang, 2013) and so can be applied to organisational strategic management and
behaviour (Zhou et al., 2018). GIC significantly influences GI. Huang and Li (2017)
demonstrated that GIC influences GI performance. Chang and Gotcher (2020) also proved
that innovation ambidexterity leads to eco-innovation.

Achieving sustainability is a significant challenge and a complicated process. Novel and
innovative solutions and practices are necessary to attain sustainability (Awan et al., 2019).
GI can enhance environmental and social performance leading to SP (Lopes de Sousa Jabbour
et al., 2020; Souto, 2021). Singh et al. (2021) indicated that GI mediates the relationship
between GDC and a firm’s performance. Furthermore, Al-Shami and Rashid (2022)
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showed that DC affects sustainable development, enhancing SP through eco-innovation.
Therefore, it can be posited that GDC can influence sustainability through GI.

GDC can influence OC. It was found that GDC, in terms of organisational management
capability, exploration and exploitation capability, induces OC (Ferreira et al., 2020; Gao
et al., 2021). OC can also drive sustainability. It has been suggested that a combination of
creativity and innovation can contribute to sustainability (Malesios et al., 2021). Chen et al.
(2015) and Chen et al. (2016) showed that OC enhances organisational performance through
GI driving sustainable development. Chen and Chang (2013) also found that OC enhances SP
through GI. Therefore, it is proposed that GDC can influence SP through OC. Table 6
summarises the key studies illustrating the linkages between GDC, GI, OC and SMEs SP.
The sixth and seven hypotheses are presented below as:

H6. SMEs GI mediates the relationship between SMEs GDC and SMEs SP.

H7. SMEs OCmediates the relationship between SMEs GDCs and SMEs SP.

3.8 Organisational agility, green dynamic capability, green innovation and sustainability
performance
OA is derived from the concept of agility. The concept of agility became prominent in
software engineering in the early 2000s (Baškarada and Koronios, 2018). Agility can be
generally described as “organisational systems that thrive in unpredictable or rapidly
changing environments” (Chatwani, 2019, p.3). OA is defined as the ability to adapt to
dynamic changes rapidly, continuously and systematically, establishing entrepreneurial
innovation intended to acquire competitive advantage (Baškarada and Koronios, 2018). OA
is closely linked to DC and innovation. DC is regarded as a combination of process, routine,
practice, knowledge and entrepreneurial capability to respond to a rapidly changing market
in an innovative and timely manner (Ajgaonkar et al., 2021; Walter, 2021). However, the
aspect of routines does not align with the current dynamic business environment as routines
are sticky and are adapted slowly. Therefore, DC is appropriate in the context of OA as it
allows firms to identify and spot imminent trends and opportunities in the market and to
react to them acutely (Walter, 2021). Furthermore, firms with high DC recognise the
importance of OAand adopt it smoothly and without losing efficiency (Walter, 2021). In the
current business market, which places emphasis on environmental protection and
sustainability development, GDC can be implemented in organisations that increase OA,
helping them to adapt to the greenmarket.

When firms spot lucrative opportunities in the market, they adapt and seize the
opportunities by swiftly providing new products and services to capture the market. Thus,
OA contributes towards innovation by allowing firms to promptly react to the fast-changing
market by offering innovative products, services and solutions fulfilling customer demand
(Shahzad et al., 2020). OA is divided into the two aspects of market capitalising agility
(MCA) and operational adjustment agility (OAA) (Lu and Ramamurthy, 2011). MCA focuses
on the capacity that enhances products and services, which react to change in consumer
needs and demand by continuously detecting and capitalising upon opportunities appearing
in the market (Mikalef and Pateli, 2017). OAA primarily engages with internal business
processes and practices, which may be quickly adapted in response to the market and other
stimulators for innovation (Mikalef and Pateli, 2017). These two aspects of OA induce
innovation and validate the idea that OA drives innovation (Hoonsopon and Puriwat, 2021)
and improve business performance (Walter, 2021). Additionally, when OA is adopted in
response to environmental changes and consumer green demand, firms must focus on GI,
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which influences environmental performance and sustainable development (Shahzad et al.,
2020), which drives SP (Ashrafi et al., 2019).

Different studies show the linkage between OA and GDC (Baškarada and Koronios, 2018;
Rabal-Conesa et al., 2021; Arora et al., 2020). A study by Rabal-Conesa et al. (2021) showed a

Table 6.
Key studies

illustrating the
linkages among
green dynamic

capability, green
innovation,

organisational
creativity and SMEs

sustainability
performance

No. Source Description Key variables

1 Singh et al. (2021) Study of the effects of stakeholder
pressure, green dynamic capability,
green innovation on firm performance

Stakeholder pressure, green
dynamic capability, green
innovation and firm performance

2 Li (2022) Study of the influences of green
dynamic capability and green
innovation on firm performance

Green dynamic capability, green
innovation and firm performance

3 Chen and Chang (2013) Study of the effects of green
transformational leadership, green
dynamic capability and green
creativity on green product
performance

Green transformational leadership,
green dynamic capability, green
creativity and green product
performance

4 Lin and Chen (2017) Evaluation of the effects of green
knowledge sharing, green dynamic
capabilities and green service
innovation on green competitive
advantage

Green knowledge sharing, green
dynamic capabilities, green service
innovation and green competitive
advantage

5 Souto (2021) Study of the relationships between
organisational creativity, sustainable-
oriented innovation and sustainability
performance

Organisational creativity,
sustainable-oriented innovation and
sustainability performance

6 Al-Shami and Rashid
(2022)

Assessment of the relationships
between dynamic capability, eco-
innovation and sustainable
development

Dynamic capability, eco-innovation
and sustainable development

7 Chen et al. (2015) Evaluation of the association between
green absorptive capacity, green
dynamic capacities, green service
innovation and firm performance

Green absorptive capacity, green
dynamic capacities, green service
innovation and firm performance

8 Muangmee et al..
(2021)

Study of the effects of green
entrepreneurial orientation and green
innovation on sustainability
performance

Green entrepreneurial orientation,
green innovation and sustainability
performance

9 Zailani et al. (2015) Evaluation of the links between
environmental regulations, market
demand, firm internal initiatives, green
innovation and sustainability
performance

Environmental regulations, market
demand, firm internal initiatives,
green innovation and sustainability
performance

10 Wang and Yang (2021) Assessment of the relationship
between green innovation and
sustainability performance

Green innovation and sustainability
performance

11 Ferreira et al. (2020) Evaluation of the impact of dynamic
capabilities, creativity and innovation
capability on competitive advantage
and firm performance

Dynamic capabilities, creativity,
innovation capability, competitive
advantage and firm performance

12 Przychodzen et al.
(2016)

Study of the link between
organisational creativity and
sustainability

Organisational creativity and
sustainability
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strong linkage between OA and GDC in the aspect of environmental knowledge. A study by
Arora et al. (2020) also identified an association between GDC and OA and its effect on green
goods growth. OA is also associated with GI. Werder et al. (2021) illustrated through case
studies that OA propels innovation, and firms need OA to create products and services
catering to the current green preference of consumers. When innovation is achieved through
OA, it can lead to sustainability. Shahzad et al. (2020) demonstrated that OA enhances GI-
inducing corporate sustainable performance. Table 7 presents the key studies illustrating
the linkages between GDC, GI, OA and SMEs SP. The eighth (a) and eighth (b) hypotheses
are proposed below as:

H8a. SMEs OAmoderates the relationship between SMEs GDC and SMEs GI.

H8b. SMEs OAmoderates the relationship between SMEs GI and SMEs SP.

4. Proposed small to medium enterprises sustainability framework
This study proposes eight hypotheses along with a framework derived and expanded from
the literature relevant to SMEs and sustainability. The framework as shown in Figure 1,
presents SMEs SP as a dependent variable and SMEs GDC as an independent variable. OC
and GI are included as mediators and OA as a moderator. Control variables consist of SMEs

Table 7.
Key studies
illustrating the
linkages among
green dynamic
capability, green
innovation,
organisational agility
and SMEs
sustainability
performance

No. Source Description Key variables

1 Rabal-Conesa et al. (2021) Study into the effects of
organisational agility,
environmental knowledge on
green product success

Organisational agility,
environmental knowledge and
green product success

2 Hoonsopon and Puriwat (2021) Evaluation of the influences of
organisational agility and
innovation on new product
performance

Organisational agility,
innovation and new product
performance

3 Baškarada and Koronios (2018) Identification of the link between
organisational agility and
dynamic capability

Organisational agility and
dynamic capability

4 Ashrafi et al. (2019) Study on the impact of business
analytics, information quality,
innovative capability and firm
agility on firm performance

Business analytics, information
quality, innovative capability,
firm agility and firm
performance

5 Mikalef and Pateli (2017) Assessment of the relationships
between dynamic capability,
organisational agility and
competitive performance

Dynamic capability,
organisational agility and
competitive performance

6 Shahzad et al. (2020) Assessment of the relationships
between knowledge process
management, green innovation,
organisational agility and
sustainable performance

Knowledge process
management, green innovation,
organisational agility and
sustainable performance

7 Arora et al. (2020) Identification of the association
of green dynamic capability and
organisational agility and its
influence on green goods growth

Green dynamic capability,
organisational agility and green
goods growth

8 Werder et al. (2021) Identification of the link between
organisational agility and
innovation

Organisational agility and
innovation
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size, age and industry, as these could potentially affect SMEs SP. The control variables are
selected based on the literature review and previously conducted similar studies (Danso
et al., 2020; Huang and Li, 2017). SMEs size considers the number of employees (Danso et al.,
2020; Huang and Li, 2017; OSMEP, 2020). SMEs age is determined based on the number of
years the SME has been in operation since its establishment (Danso et al., 2020; Huang and
Li, 2017). The industry is defined as the manufacturing or trade and service sector as defined
by OSMEP’s categorisation of the SMEs industry (Danso et al., 2020; OSMEP, 2020). A
dummy variable is used to indicate the industry, with “1” referring to the trade and service
sector and “2” referring to “otherwise” (Danso et al., 2020).

Sustainability is a critical issue that requires massive effort to resolve. As SMEs
contribute to tremendous resource consumption, wastage and environmental problems, SP
in SMEs needs to be studied to assist with their sustainability development (Lopes de Sousa
Jabbour et al., 2020). As such, it is important to explore different factors which can influence
SMEs sustainability. DC is the underlying theory for this conceptual model. GDC is
expanded from DC and is a significant factor that drives GI. It contributes to SP by adapting

Figure 1.
Proposed framework
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and orchestrating resources and capabilities to create green products and services satisfying
customer green demand (Awan et al., 2019). GDC influences OC leading to SP by improving
organisational and strategic management so, allowing employees to collaborate effectively
to create new products and services (Singh et al., 2020; Souto, 2021). OA affects GDC and GI
by stimulating SP by sensing and seizing foreseeable changes and needs in green products
and solutions and sustainable development, prompting the delivery of GI and sustainable
outcomes (Shahzad et al., 2020). As this study proposes a conceptual framework, which
forms connections among GDC, GI, OC and OA influencing SMEs SP, further empirical
studies need to be conducted to validate these relationships with SMEs sustainability. This
will increase understanding of sustainable development and SP in SMEs, facilitating social
improvement, environmental preservation and sustainable economic growth.

5. Implications of the study
This study intends to help expand the body of knowledge in the field of SMEs sustainability
by providing SMEs with literature on SP and its contributors, which can be used to improve
sustainability development. It also highlights new areas regarding SMEs’ sustainability for
further studies and investigation. This studymay provide the following directions for future
research, practical implications and academic implications.

5.1 Practical implications
� Clear strategies, goals and guidelines, in line with sustainability development goals

and frameworks, can be established to help SMEs improve GDC.
� Create organisational structure, culture and practices focusing on flexibility which

can improve SMEs agility, enhancing GDC and GI.
� Enhance SMEs GDC through green knowledge building and green organisational

and managerial skill development leading to increased GI and OC.
� Improve SME SP through identifying weak aspects of SP and providing skill and

resource development intended to drive sustainability development.

5.2 Academic implications
� Expand the knowledge of SMEs sustainability through the application of the

interlinked theories of DC, GDC and OA.
� Establish linkages and relationships between the variables affecting SMEs

sustainability so, enhancing the knowledge of business management in the aspect of
sustainability.

� Study and validate the associations between variables shown in the framework,
which can help SMEs in forming strategies to improve their SP.

� Undertake further studies on SMEs sustainability which include the determinants
and impacts of SMEs sustainability.

6. Conclusion
This paper proposes a conceptual framework for SMEs SP by demonstrating the
relationship between SMEs GDC and SMEs SP, with GI and OC as mediators and OA as a
moderator. SMEs sustainability is critical for economic growth, social development and
environmental conservation. Therefore, it is important to understand what contributes to
SMEs sustainability. However, studies of SMEs sustainability are rare, especially in the
context of SMEs in developing countries, yet these can be used by SMEs to help develop
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sustainable practices prompting SP. The SMEs sustainability model presented in this study
can help solve the complex problem of sustainability and support improving SMEs SP,
particularly in the trade and service sector. It can also help SMEs understand the drivers of
SMEs sustainability and identify interventions and practices that can improve SP.
Additionally, the study contributes to the body of knowledge on SMEs sustainability as it
uses the concept of GDC and OA, which are rarely studied. As the study is conceptual,
empirical research on the model must be conducted to prove its validity. The practical
implications of this study may help SMEs improve their GDC leading to better SP through
an improved understanding of the relationship of variables affecting SP. This will lead to
the creation of suitable strategies, policies and capability development for SMEs driving GI,
OC and OA, resulting in SMEs sustainability.
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