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Abstract: This research investigates the impact of green intellectual capital, dynamic capability, IT ambidexterity,
environmental uncertainty, and RICH on the innovation performance of entrepreneurial small and medium-sized
enterprises (SMESs). Focusing on Indonesian e-business SMEs, this study aims to deepen comprehension of the
elements fostering innovation within SME entrepreneurship. Data were gathered from 313 SME entrepreneurs via
online questionnaires and analyzed using Structural Equation Modeling-Partial Least Squares (SEM-PLS). The
study identifies key determinants influencing the improvement of innovation performance among Indonesian e-
business SMEs and offers recommendations for its enhancement. Findings indicate that IT ambidexterity,
environmental uncertainty, RICH, and green intellectual capital exert a significant positive effect on dynamic
capability. Furthermore, dynamic capability, IT ambidexterity, environmental uncertainty, RICH, and green
intellectual capital all demonstrate a substantial positive influence on innovation performance, with green intellectual
capital emerging as the most impactful contributor. Ultimately, these insights can empower businesses to develop
novel products and implement innovative marketing strategies, thereby expanding their market reach and customer
base.
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INTRODUCTION businesses in Indonesia, up to 75 percent, have

Innovation entails not only the creation not engaged in technology and innovation
of high-quality products but also the (Ahdiat 2022). The preliminary survey indicates
development of novel offerings that align with that the innovation performance of these
evolving market preferences. Enterprises businesses is deemed unsatisfactory. An
capable of innovation are more adept at evaluation of the perceptions of business actors
adapting to changing environments, fostering in Indonesia, in comparison to their self-
the enhancement of new capabilities, and assessment of innovation performance, is
ultimately ~ boosting  overall  business depicted in Figure 1. The results show that small
performance. A  significant majority  of and medium-sized enterprises (SMEs) exhibit
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below-average  innovation  performance,
characterized by inadequate introduction of new
products, limited expansion of product offerings,
insufficient engagement in new technology
domains, and a lack of effective measures to
enhance yields or reduce material consumption.
The identified shortcomings highlight the
imperative for SMEs to adapt their innovation
approaches to better align with market demands.

Innovation creates value, and in
particular, SMEs have a more substantial impact
on younger companies, traditionally SMEs in the
early stages of their life cycles (Rosenbusch et

al. 2011). By focusing on innovation
performance, SMEs can enhance their

productivity and competitiveness in the market.
As a crucial strategic mechanism, innovation
plays a substantial role in fostering business
development. Businesses that are innovative
have skills and ways of acting that help them
deal with market problems and economic
changes (Cefis and Ciccarelli 2005). SMEs'
innovation performance can be measured
through product and marketing innovation
performance measurements (Aksoy 2017).
SMEs operating in a constantly changing
business landscape need to innovate to adapt to
new market demands, technologies, and
customer preferences (Yousaf et al. 2023). In a
competitive market, this ability to change is key
to their survival and growth.
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The ability to foster creativity and
increase innovation for e-business SMEs in
Indonesia is needed to grow and compete. By
focusing on innovation performance, SMEs can
foster collaboration and knowledge sharing
among stakeholders, leading to increased
innovation and improved business outcomes.
Innovative ideas and new information come from
collaboration strategies in SMEs (Audretsch et
al. 2023).

Innovation means putting ideas into
action, which can lead to new goods or services
or improvements to ones that already exist.
Fundamental technologies often revolutionize
business practices, giving rise to entirely new
models over extended periods. The gradual and
consistent adoption of innovations triggers
waves of technological and institutional
transformations, albeit at a slower pace initially.
Indonesia boasts numerous skilled individuals in
the creative sector, with innovative content
continuously emerging from the efforts of young
people across diverse fields each day. This
wealth of creativity represents an invaluable,
boundless resource of significant economic
worth.  Consequently, the  government
emphasizes the importance of Intellectual
Property Rights awareness among the general
populace, particularly those engaged in the
creative economy (Kemenparekraf 2021).

Gap Performance Chart

= Performance according to
Consumers

Performance according to
SMEs

Figure 1. Performance Analysis Chart based on Consumer Responses and SME Responses
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Introducing a new product.

Expand product range.

Opening new markets.

Entering the field of new technology.
Improving the quality of existing products.
Reducing production costs.

Increase yields or reduce material
consumption.
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Previous researchers have
demonstrated the impact of dynamic capability
(Kaya et al. 2020; Mikalef et al. 2020; Khan and
Mir 2019), IT ambidexterity (Soto-Acosta et al.
2018; Ortiz de Guinea and Raymond 2020;
Lennerts et al. 2020), and environmental
uncertainty (Lin et al. 2016; Roper and Tapinos
2016; Kalyar et al. 2019) on innovation
performance. Financial well-being and job
satisfaction are also impacted by the resource-
induced  coping  heuristic  (RICH), as
demonstrated in earlier research (Lanivich et al.
2020). Other researchers proved its impact on
business financial performance, perceptions of
entrepreneurial success (Lanivich 2015), and
entrepreneurial orientation (Adomako 2021).
RICH has been proven in several studies to
contribute to innovation performance (Yuniarty,
Gautama So, et al. 2022; Yuniarty, So, et al.
2022). However, past study neglected the
importance of an organization's knowledge,
skills, and competencies in developing and
implementing environmentally friendly policies.

This paper presents a novel contribution
to the discourse on sustainable business
practices by investigating the critical role of
green intellectual capital in enhancing
organizational innovation performance,
particularly within Indonesian e-business SMEs
in the creative industries. As environmental
sustainability becomes a strategic imperative,
businesses are increasingly embedding eco-
conscious practices into their innovation
agendas. Green intellectual capital, comprising
knowledge, skills, and innovative capabilities
directed toward sustainable practices, emerges
as a distinctive and influential factor in fostering

innovation (Lin and Mao 2023). By investigating
the relationship between green intellectual
capital and innovation performance, this paper
contends that organizations cultivating a culture
of environmental consciousness not only
contribute to ecological well-being but also drive
substantial innovation (Sukirman and Dianawati

2023).

In light of the rising digitization of the
economy, actors in the creative sector must
acknowledge the vital relevance  of
comprehending injoseptellectual property rights
(IPR). The widespread usage of social media
greatly increases the potential of intellectual
property theft while also providing chances for
innovative  ideas to  become viral
(Kemenparekraf 2021). The discussion delves
into the mechanism by which green intellectual
capital stimulates the creation of eco-
innovations. This, in turn, boosts a firm's
competitive edge and overall operational
success. From this novel viewpoint, the study
champions a fundamental change in recognizing
and fostering green intellectual capital's capacity
to propel sustainable and groundbreaking
strategies within modern corporate
environments.

The key novelty of this study lies in
proposing green intellectual capital as an
integrated construct that advances innovation
theory by incorporating both sustainability and
digital eco-dynamic dimensions. By doing so, the
research introduces a fresh theoretical lens
through which innovation performance can be
understood in the digital and environmental age.
The study focused on understanding the
mechanisms by which innovation performance is
elevated in Indonesian small and medium-sized
enterprises. It seeks to address issues with
innovation performance in Indonesia's creative
industries, specifically in the craft, fashion, and
culinary sub-sectors, by offering insightful
information and useful applications.

The foundation of Joseph Schumpeter's
theory of innovation (2013), also referred to as
the innovation theory of profit, is the idea of
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“creative destruction," which describes how
innovation leads to the development of a free-
market economy. According to Schumpeter
(2013), an entrepreneur's primary duty is to
introduce innovations, which are any new
regulations that lower manufacturing costs
overall or raise demand for products or services.
He maintained that to raise living standards,
entrepreneurial innovation and experimentation
continuously upend the status quo and create
new equilibria. According to Schumpeter's idea,
market strength derived from innovation could
provide better outcomes than only price
competition (Schumpeter et al. 2013). He also
emphasized the importance of factors such as
political freedom, secure property rights, and the
ability to assemble and invest capital in fostering
innovation (Sweezy 1943).

Dynamic capability means that a
company can combine, improve, and rearrange
its internal and external capabilities to adapt to
quickly shifting conditions. Organizations must
successfully manage their resources through
their acquisition, development, and protection to
do this. A behavioral and cognitive framework
known as the Resource-Induced Coping
Heuristic (RICH) guides how decision-makers
respond to resource limitations or opportunities.
RICH facilitates the alignment of resources with
environmental demands by promoting strategic
responses based on resource awareness and
optimization. Fostering dynamic capability
requires this connection, as it enables prompt
invention and adaptability.

Research has indicated that RICH has
an impact on resource development, acquisition,
and protection—all of which are critical for
dynamic capability (Yuniarty, So, et al. 2022;
Yuniarty, Gautama So, et al. 2022). By
promoting efficient resource management, RICH
can help organizations maximize the value of
their resources, leading to improved dynamic
capability. As a result, this study suggests:

Hi: RICH has a positive effect on dynamic
capability.

Innovation performance is closely linked
to an organization's ability to spot and seize
entrepreneurial chances, which are necessary to
stay ahead of the competition in ever-changing
markets. Decision-makers' interpretations and
reactions to opportunites and challenges
pertaining to resources are influenced by the
Resource-Induced Coping Heuristic (RICH).
According to this perspective, RICH improves
strategic thinking and cognitive flexibility,
allowing people to spot new opportunities even
when resources are limited. By promoting the
swift identification and strategic harnessing of
entrepreneurial prospects, RICH aims to bolster
the growth of dynamic capabilities and elevate
innovation performance.

RICH has also been found to impact
entrepreneurial opportunity recognition, which is
crucial for dynamic capability (Lanivich 2015). By
improving the capacity to recognize and seize
entrepreneurial possibilities, it is possible for
RICH to help the growth of dynamic skills and
innovation performance. As a result, this study
suggests:

H2: RICH has a positive effect on innovation
performance.

An entrepreneur should use IT to boost
operating efficiency by better understanding how
things are changing in the market and making
management more effective (Johnson and
Schaltegger 2019). Entrepreneurial behavior
has required exploration and exploitation at a
deeper level to achieve a competitive advantage
(Cenamor et al. 2019). One important example
of dynamic capability is organizational
ambidexterity, which means being able to look
for new chances and use existing resources at
the same time. When it comes to information
technology (IT), IT ambidexterity enables
businesses to effectively leverage their existing
IT resources while simultaneously exploring new
technologies.  Enhancing  total  dynamic
capability requires constant innovation, learning,
and strategic agility, all of which are supported
by this dual capability.

120



P-ISSN: 1410 — 9875
E-ISSN: 2656 — 9124

Yuniarty / Ridho Bramulya lkhsan
Hartiwi Prabowo / Juliater Simarmata

According to dynamic capability theory,
ambidexterity is a crucial dynamic capability that
helps businesses adjust to shifting market
conditions (O'Reilly and Tushman 2008).
Furthermore, it has been revealed that
organizational ambidexterity is a sort of dynamic
capacity that demonstrates route dependence,
demonstrating its strong and favorable
correlation with firm performance (Zhou et al.
2021). Consequently, this study proposes:

Hs: IT ambidexterity has a positive effect on
dynamic capability.

The ability of an organization to notice,
respond to, and influence technological and
market changes is inextricably linked to its
innovation performance. This competence is
aided by IT ambidexterity, which achieves a
balance between discovering new digital
solutions and maximizing existing IT resources.
Organizations can better detect new threats,
monitor supplier and competitor activity, and
identify innovative opportunities by striking this
balance. Enhancing innovation performance,
particularly in rapidly changing situations,
requires these detection and response
capabilities.

Additionally, by using  sensing
capabilities, dynamic capabilities—such as IT
ambidexterity—may  impact  organizational
performance and effectiveness by enabling
organizations to quickly identify risks, identify
suppliers and competitors, and detect new and
technically significant opportunities (Kareem and
Alameer 2019). Therefore, this study proposes:
Hs: IT ambidexterity has a positive effect on

innovation performance.

Businesses are being pushed to
develop new strategies due to digitalization
(Sawy et al. 2016), and firm initiatives are being
digitized from management to operations (Sia et
al. 2016). Organizations are compelled to
enhance their sensing, learning, and adaptation
capabilities when markets are volatile and
external circumstances shift rapidly. Dynamic

capabilities are even more crucial in these kinds
of settings since businesses need to be more
flexible and forward-thinking to stay competitive.
Higher environmental uncertainty can therefore
encourage firms to actively develop and
implement dynamic capabilities.

The beneficial impact of strategic
foresight on an organization's dynamic
capabilities is amplified by the presence of
environmental  volatility, especially when
navigating unpredictable market conditions (Han
et al. 2023). Therefore, we propose:

Hs: Environmental uncertainty has a
positive effect on dynamic capability.

Rapid and erratic changes in markets,
technology, and regulations are examples of
environmental uncertainty, which can both
hinder and encourage innovation. Businesses
are compelled to become more proactive,
enhance their sensing capabilities, and explore
environmentally and technologically innovative
solutions in response to such uncertainty.
Therefore, to stay competitive and relevant,
organizations, particularly SMEs, may be
compelled to innovate more aggressively due to
environmental uncertainty.

Additionally, SMEs" dynamic skills can
be improved when entrepreneurs perceive
increased  degrees  of  environmental
unpredictability, which will benefit the company's
eco-innovation (Haarhaus and Liening 2020).
Additionally, sensing capabilities and dynamic
capabilities can  impact  organizational
performance and effectiveness by enabling
organizations to identify risks promptly, identify
suppliers and competitors, and detect new and
technically significant opportunities—especially
in uncertain environmental conditions (Kareem
and Alameer 2019). Therefore, we propose:

He: Environmental uncertainty has a
positive  effect on  innovation
performance.
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The novel contribution of this study lies
in proposing green intellectual capital as a
theoretical construct that extends the innovation
literature by integrating eco-centric and digital
dynamics.

An organization's intangible assets are
increasingly influencing its dynamic capability,
especially in the environmental setting.
Enhancing a company's ability to recognize,
capture, and reorganize resources in response
to ecological concerns requires green
intellectual  capital, which  encompasses
environmental knowledge, expertise, creative
capability, and sustainability-oriented skills.
Green intellectual capital promotes the growth of
green dynamic capabilities by cultivating an
internal culture of environmental awareness and
creativity. These skills enable businesses to stay
competitive in markets driven by sustainability,
adapt to environmental changes, and comply
with legal requirements.

The knowledge, proficiencies, and
inventive initiatives a company possesses
concerning environmental responsibility are
known as its green intellectual capital,
representing its crucial intangible holdings
(Chen et al. 2019). Green intellectual capital also
includes the skills, relationships, and other
things that people and groups within a company
have that are connected to innovation or
protecting the environment (Tonay and
Murwaningsari2022). Companies leverage
green intellectual capital to build green dynamic
capability, which enables them to combine,
enhance, and restructure resources as the
environment evolves (Antwi-Boateng et al.
2023). Consequently, this study proposes
H7: Green intellectual capital has a positive

effect on dynamic capability.

Green product (Rasmen Adi et al. 2022;
lkhsan et al. 2023; Handayani et al. 2018;
Rizkiatami et al. 2023) and green marketing
(Ramli_et al. 2020) are contributorsra to

consumers' purchase behavior. The growth of
Environmental, Social, and Governance (ESG)
innovation and its effect on companies'
sustainability success are both greatly affected
by cultural factors. Companies can enhance
their overall performance and make their efforts
more sustainable and effective by integrating
ESG practices with their cultural values and
norms (Hasanah et al. 2024). Green intellectual
capital is critical to keeping the company's
emphasis on regulatory processes and efforts
targeted at meeting corporate sustainability
goals (Tonay and Murwaningsari 2022). Green
intellectual  capital greatly enhances an
organization's dynamic capability. It enables it to
pursue green innovation projects and
successfully address environmental concerns,
ultimately  improving  performance  and
competitiveness. Consequently, this study
proposes:

Hs: Green intellectual capital positively

affects innovation performance.

According to the research, innovation
performance is favorably and considerably
impacted by dynamic  capability. An
organization's dynamic skills include its ability to
adapt to changes in its environment, draw
lessons from past mistakes, and deal with new
opportunities and issues (Farzaneh et al. 2022).
Several studies have shown that dynamic
powers affect how well and how effectively an
organization works. One way that they do this is
by encouraging new ideas and creativity
(Ferreira et al. 2020). Furthermore, dynamic
capabilities have been linked to the development
of innovative forms of competitive advantage,
emphasizing their role in driving innovation and
ultimately impacting organizational
performance. Consequently, this study proposes
Ho: Dynamic capability has a positive effect

on innovation performance.
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Figure 2. Theoretical Framework

Thus, as pictured in Figure 2, this
research will examine the effect of dynamic
capability, IT Ambidexterity, environmental
uncertainty, RICH, and green intellectual capital
on innovation performance.

METHOD

This research adopts a verificative and
explanatory research design, employing a
quantitative approach to measure sample
variables constructed to represent the broader
population. Data collection was conducted within
a single point in time, following a cross-sectional
methodology, wherein data was gathered once
to address the research objectives without
repetition.

The analysis unit was fashion, culinary,
and craft creative economy SMEs. These
creative economy SMEs are also e-business,
with business locations spreading in the top six
provinces with the largest number of SMEs in
Indonesia. Proportionate random sampling is the

sample  selection technique  employed.
Proportionate stratified random sampling has
the advantage of being the most effective
probability design. It also ensures that all groups
are sufficiently sampled to enable group
comparisons.

The approach becomes exceedingly
sensitive when the sample size surpasses 400,
rendering it challenging to obtain suitable
goodness-of-fit estimates. Therefore, it is
recommended to maintain @ minimum sample
size of 200 when the model has six constructs or
fewer, each with three or more observed
variables (Hair et al. 2019). The precision
required for the study and the desired
confidence level influence sample size. A
sample size of 313 may provide a reasonably
narrow confidence interval, especially if the
study aims for a commonly used confidence
level (e.g., 95%).
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Table 1. Distribution of Locations and Types of Business
Location Total
Bali Banten Jakarta WestJava Central Java East Java

Fashion Count 8 21 28 28 9 8 102
% 78% 206% 27,5% 27,5% 8,8% 78% 100%

Culinary Count 7 33 74 25 10 18 167
% 42% 19,8%  44,3% 15,0% 6,0% 10,8% 100%

Craft Count 16 7 10 4 3 4 44
% 36,4% 159%  22,7% 9,1% 6,8% 91% 100%

Total Count 31 61 112 57 22 30 313
% 99% 195%  35,8% 18,2% 7,0% 9,6% 100%

Six Indonesian provinces—ABali,
Banten, Jakarta, West Java, Central Java, and
East Java—are the focus of this study. These
regions serve as the country's main creative
economy hubs, exhibiting the highest density of
small and medium-sized enterprises (SMES) in
creative sectors like fashion, crafts, and culinary
arts. They are vital for innovation, job creation,
and cultural preservation. Only SMEs with at
least three years of operation were included to
ensure reliable innovation performance data.
The distribution of locations and types of
businesses of the respondents is presented in
Table 1. Most respondents are in Jakarta and
the culinary sector (74 businesses, 44.3%).

The indicators IPF1, IPF2, and IPF3
were adopted the research by Aksoy (2017), and
IPF4 adopted the research by Chen et al. (2015).
The measurements of environmental uncertainty
were adopted from the research by Syed et al.

(2020).

Measurements ITE 1, ITE 2, ITE3, [TT1,
ITT2, and ITT3 were adopted the research by
(Lee et al. 2015) as well as ITE4 and ITT4 were
adopted the research by (Cembrero and Saenz
2018). Innovation capability measurements
were adopted the research by (Zhang and
Merchant 2020) and network capabilities
measurements were adopted the research by
(Mu et al. 2017).

Measurements of RICH was adopted
the research by (Lanivich 2015). Green
intellectual capital measurements were adopted
the research by (Antwi-Boateng et al. 2023).

Structural Equation Modeling (SEM)
Partial Least Squares is the statistical technique
used in data analysis. SEM is a process that
incorporates many measurable variables into an
integrated model to estimate a number of
dependent relationships between a collection of
concepts or constructs (Hair et al. 2019).

SEM PLS is well-suited for predictive
modeling. It is often preferred when the primary
goal is to predict outcomes or when the
emphasis is on understanding and explaining
variance in dependent variables. SEM PLS is
particularly suitable for studies with complex
models and relationships between latent
variables. It allows for the incorporation of
formative and reflective constructs, providing
flexibility in capturing the intricacies of theoretical
frameworks (Hair et al. 2019). This study first
ensures validity (convergent and discriminant
validity) and reliability to assess the consistency
and stability of a measurement instrument or
model.

RESULTS AND DISCUSSIONS

To verify the validity of the indicators for
the purpose of measuring the variables in this
study, a validity test is used. The validity test
illustrates the methodology for measuring a
construct by utilizing the precision of the
measuring instrument. The Standardized Factor
Loading (SFL) of an indicator is considered to
have strong validity when more than 0.70
(shown in O - Outer Loading in Table 2).
However, an SFL value of more than 0.50 or a
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P-Value of less than 0.05 is acceptable (Sarstedt
et al. 2021).

Composite Reliability (CR) with an
acceptable threshold > 0.70 is used to verify that
multiple items measuring the same construct are
coherent and consistent. AVE with an
acceptable threshold = 0.50 means the
construct demonstrates good convergent validity
by explaining at least 50% of the variance in its
indicators.

The internal consistency of the data is
strongly suggested by the fact that all

Cronbach's Alpha results exceed 0.70.
Increased construct dependability is indicated by
Rho_A values exceeding 0.70. To illustrate the
general reliability of each construct, the
Composite Reliability (CR) scores are all greater
than 0.70. All of the Average Variance Extracted
(AVE) values are above 0.50, which suggests
that the concepts have acceptable convergent
validity. Specifically, each concept explains over
fifty percent of the variance in its indicators
(Table 2).

Table 2. Convergent Validity and Reliability Tests

Mean (0] M STDEV P Values Cronbach's rho A CR AVE
Alpha
IPF1 <- INOV 4,406 0,939 0,939 0,007 0,000 0,957 0,958 0,969 0,885
IPF2 <- INOV 4409 0936 0,935 0,007 0,000
IPF3 <- INOV 4393 0944 0,944 0,006 0,000
IPF4 <- INOV 4428 0944 0,944 0,007 0,000
EVD1 <- ENVI 5160 0,903 0,902 0,012 0,000 0,975 0977 0978 0,785
EVD2 <- ENVI 5121 0,870 0,870 0,016 0,000
EVD3 <- ENVI 5073 0,899 0,898 0,012 0,000
EVD4 <- ENVI 5163 0,913 0,913 0,013 0,000
EVC1 <- ENVI 5294 0,895 0,894 0,013 0,000
EVC2 <- ENVI 5185 0,877 0,877 0,013 0,000
EVC3 <- ENVI 5160 0,870 0,868 0,016 0,000
EVC4 <- ENVI 5208 0,885 0,885 0,014 0,000
EVM1<-ENVI 5163 0,861 0,859 0,018 0,000
EVM2<-ENVI 5195 0,873 0,871 0,016 0,000
EVM3<-ENVI 5208 0,878 0,876 0,017 0,000
EVM4<-ENVI 5045 0,904 0,903 0,013 0,000
ITE1 <- ITAB 5112 0,866 0,866 0,017 0,000 0,951 0,953 0,959 0,746
ITE2 <- ITAB 5,058 0,845 0,845 0,020 0,000
ITE3 <- ITAB 5080 0,877 0,876 0,015 0,000
ITE4 <- ITAB 5131 0,872 0,871 0,016 0,000
ITT1<-ITAB 5019 0,859 0,857 0,021 0,000
ITT2<- ITAB 5042 0,871 0,869 0,019 0,000
ITT3 <- ITAB 4911 0874 0873 0,018 0,000
ITT4 <- ITAB 5019 0,847 0,845 0,026 0,000
IPB1<-DYCA 4,757 0,928 0,928 0,008 0,000 0,972 0,972 0976 0,835
IPB2<-DYCA 4,818 0,909 0,908 0,010 0,000
IPB3<-DYCA 4,709 0,921 0921 0,010 0,000
IPB4<-DYCA 4,748 0,919 0,918 0,009 0,000
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NPB1<-DYCA 4473 0912 0,912 0,009 0,000
NPB2<-DYCA 4,639 0,907 0,907 0,010 0,000
NPB3<-DYCA 4521 0906 0,906 0,010 0,000
NPB4<-DYCA 4546 0,909 0,909 0,010 0,000
ARC1 <-RICH 5,083 0,808 0,806 0,026 0,000 0,969 0970 0972 0,743
ARC2 <- RICH 5086 0,819 0,817 0,028 0,000
ARC3 <- RICH 5032 0,829 0,827 0,024 0,000
ARC4<-RICH 4965 0878 04877 0,015 0,000
PRC1 <-RICH 5150 0,882 0,882 0,014 0,000
PRC2 <- RICH 5198 0,902 0,902 0,011 0,000
PRC3 <- RICH 5166 0,869 0,869 0,015 0,000
PRC4 <- RICH 5083 0,878 0,877 0,015 0,000
DRC1 <-RICH 5064 0,871 0,870 0,015 0,000
DRC2 <- RICH 5045 0,882 0,882 0,013 0,000
DRC3 <-RICH 5000 0,866 0,865 0,016 0,000
DRC4 <- RICH 5013 0,856 0,855 0,019 0,000
HCA1<-GIC 4879 0903 0,902 0,013 0,000 0,957 0957 0,965 0,823

HCA2 <-GIC 4939 0912 0911 0012 0,000
HCA3 <-GIC 4818 0915 0914 0,011 0,000
SCA1<-GIC 5089 0916 0916 0,011 0,000
SCA2<-GIC 5013 0894 0894 0014 0,000
SCA3<-GIC 5000 0,904 0,93 0013 0,000

Note: IPF - Product Innovation Performance; EVD - Environmental Dynamism; EVCC - Environmental Complexity; EVM -
Environmental Munificence; ITE - IT Capability for Exploration, ITT - IT Capability for Exploitation; IPB - Innovation Capability;
NPB - Network Capability; ACR - Acquiring Resources; PRC - Protecting Resources;, DRC - Developing Resources; HCA -
Green Human Capital; SCA - Green Structural Capital; GIC - Green Intellectual Capital; O - Outer Loading; M - Sample Mean;
STDEV - Standard Deviation; *p<alpha 5%

The discriminant validity was evaluated
using the Fornell-Larcker criterion. The findings
show that the square root of the Average
Variance Extracted (AVE) for each construct is
bigger than its correlations with other constructs.
This indicates that each concept exhibits higher
variance with its own indicators than with other
constructs in the model, demonstrating
adequate discriminant validity. The Heterotrait-
Monotrait Ratio (HTMT) matrix in PLS also
demonstrates discriminant validity, suggesting

that the measurement value should be less than
0.90 (as shown in Table 3). As a result, the
discriminant validity of the six constructs was
valid.

As shown in Figure 3, the next step was
hypothesis testing to make sure the indicators
showed strong construct validity (convergent
and discriminant validity) and reliable construct.
P-values less than 5% indicated that the
hypotheses were supported (Table 4).
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Table 3. Discriminant Validity using Fornell-Larcker and Heterotrait-Monotrait Ratio

Fornell-Larcker Criterion

Heterotrait-Monotrait Ratio (HTMT)

DYCA ENVI GIC INOV ITAB RICH DYCA ENVI GIC INOV ITAB

DYC 0914

A

ENVI 0403 0.886 0.410

GIC 0378 0.293 0.907 0.391 0.299

INOV 0.393 0.365 0.393 0.941 0406 0.374 0.410

ITAB 0355 0.399 0.345 0.381 0.864 0.368 0.412 0.360 0.395

RICH 0438 0309 0461 0376 0317 0.862 0449 0.316 0478 0.387 0.331
H1 was supported, and RICH positively additional  combinations  of  competitive

affects dynamic capability (path coefficient 0.258
and P-value 0.000 < 0.05). The RICH and
dynamic capability measure cognitive properties
that mitigate uncertainty. Furthermore, RICH
provides the foundation for effective strategy
formulation for firms with an entrepreneurial
approach (Lanivich 2015). The entrepreneurial
landscape is hazy and unclear when it is not
completely known. Entrepreneurs' cognitive
assessments may involve analyzing prospects
or prospective hazards, resulting in the appraisal
of authentic opportunities and risks. There may
be reinforcement when an organization’s
procedures integrate directions for obtaining,
sustaining, and creating resources. This allows

advantages that generate resources.

H2 was supported, and RICH positively
affects innovation performance (path coefficient
0,131 and P-value 0.047 < 0.05). SMEs’ ability
to acquire, protect, and develop resources will
impact their ability to win the competition. The
development of resources is the most indicative
of what SMEs in Indonesia do among the three
elements of RICH. A competitive advantage in
digitalization is more closely associated with the
development of talent, culture, and strategy than
with technical challenges (Sawy et al. 2016; Li et
al. 2018). Operational capacity is the capacity of
a company to incorporate digital technology into
its business processes and procedures (Chuang
and Lin 2015; Xue 2014).

Table 4. Structural Model Analysis (Inner Model)

Original Sample  Standard T Statistics P Decision
Sample  Mean (M) Deviation (JO/STDEV|) Values
(0) (STDEV)

RICH -> DYCA 0,258 0,257 0,063 4,081 0,000 H1 accepted
RICH -> INOV 0,131 0,131 0,066 1,989 0,047  H2 accepted
ITAB -> DYCA 0,131 0,134 0,066 2,001 0,045 H3 accepted
ITAB -> INOV 0,167 0,168 0,070 2,394 0,017 H4 accepted
ENVI->DYCA 0,228 0,228 0,058 3,910 0,000 H5 accepted
ENVI -> INOV 0,146 0,148 0,069 2,110 0,035 H6 accepted
GIC -> DYCA 0,148 0,147 0,062 2,364 0,018 H7 accepted
GIC -> INOV 0,175 0,175 0,067 2,601 0,009 H8 accepted
DYCA -> INOV 0,151 0,155 0,070 2,150 0,032 H9 accepted

Note: *Significant at p<alpha 5%
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Figure 3. Standardized Estimates Model

H3 was supported, and IT ambidexterity
positively affects dynamic capability (path
coefficient 0,131 and P-value 0.045 < 0.10).
Information technology should be encouraged
as a corporate culture (Chuang and Lin 2015) to
guide the company toward digitalization. The
system’s sources and skills are required to
execute the digital business plan successfully
(Karimi and Walter 2016). In order to encourage
broader use of digital platforms, the
organizational structure is essential (Yunis et al.

2018).

H4 was supported, and IT ambidexterity
positively affects innovation performance (path
coefficient 0,167 and P-value 0.040 < 0.05). The
organization of internal and external knowledge
improves the capacity to anticipate market
trends and respond promptly to demand. As a
result, preserving diverse skills from various

sources systematically stimulates innovation,
providing long-term success and value
resolution for the organization (Wareham et al.

2014).

H5 was supported, and environmental
uncertainty positively affects dynamic capability
(path coefficient 0,228 and P-value 0.000 <
0.05). Innovation capabilites of SMEs are
defined by their engagement in specific
processes, including concept generation,
feasibility analysis of ideas, consumer feedback
and complaints, as well as the examination of
competitor offerings and economic trends. The
term emphasizes behaviors capable of
producing new knowledge and creativity
(Castillo-Vergara and Lema 2022). As a result,
new services or modifications to current ones
may be designed and offered in the future.
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H6 was supported, and environmental
uncertainty  positively  affects innovation
performance (path coefficient 0,146 and P-value
0.035 < 0.05). The development of innovation
capability or acts that can lead to innovation is
based on interest, or innovation performance,
defined as creating economic value as a
consequence of new or updated services.
Therefore, firms may have excellent innovation
skills, such as idea creation, economic trend
research, as well as customer suggestion and
complaint analysis. However, they fail to
successfully turn the outputs of those activities
into new services or improvements (Neely et al.
2001). Environmental dynamism significantly
impacts a  company’s  innovativeness
(Andersson et 2020). The larger the incentive to
innovate and prosper, the more dynamic or
complicated the environment (Freel 2005).

H7 was supported, and green
intellectual capital positively affects dynamic
capability (path coefficient 0,148 and P-value
0.018 < 0.05). Green intellectual capital refers to
intangible assets, knowledge, competences,
and experiences related to environmental
conservation and sustainable innovation (Chen
et al. 2019). It encompasses knowledge, skills,
and  connections  about  environmental
conservation and sustainable innovation, as well
as green human capital, structural capital, and
relational capital. Research indicates that green
intellectual capital will assist businesses in
developing green dynamic capabilities, which
are defined as the capacity to build, integrate,
and modify resources in response to changes in
the environment. This has a favorable impact on
the company's success and sustainability
(Widyastuti et al. 2021). Therefore, green
intellectual capital shows a pivotal role in
fortifying an organization's dynamic capability,
enabling effective responses to environmental
challenges, and fostering green innovation

initiatives, ultimately resulting in improved
performance and competitiveness (Abrudan et
al. 2022).

H8 was supported, and green
intellectual capital positively affects innovation
performance (path coefficient 0,175 and P-value
0.009 < 0.05). Research indicates that green
intellectual capital is crucial for cultivating green
dynamic  capabilities. These capabilities
empower businesses to integrate, reconfigure,
and construct resources in adaptation to
environmental  shifts, thereby  positively
influencing their sustainability and success.
Furthermore, green intellectual capital boosts
innovation by  strengthening  absorptive
capacity—an organization's ability to assimilate,
integrate, and utilize novel knowledge and
information (Liu_et al. 2022). Consequently,
green intellectual capital is essential for
enhancing an  organization's  innovation
performance, allowing it to effectively combat
environmental challenges and pursue green
innovation initiatives. This, in turn, enhances
competitiveness and  promotes  improved
performance (Tran et al. 2023).

H9 was supported, and dynamic
capability  positively  affects  innovation
performance (path coefficient 0,151 and P-value
0.032 < 0.05). Participating in the network may
speed up the pace of invention and encourage
new levels of creativity. Network capabilities, in
particular, have been shown to improve the
innovation performance of organizations and
SMEs (Verreynne et al. 2019; Zeng et al. 2010;
Mitrega et al. 2017). The ability to create a
network is critical to the success of SMEs
(Parida and Ortqvist 2015). In the meantime,
SMEs improve entrepreneurial performance by
fostering the interchange of knowledge, the
reduction of costs, the acceleration of
innovation, the acquisition of reputation, and the
identification of opportunities (Lin and Lin 2016).
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CONCLUSION

This research has elucidated the
intricate interactions among dynamic capability,
IT ambidexterity, environmental uncertainty,
resource-induced coping heuristic (RICH), and
green intellectual capital in influencing
innovation performance inside businesses. The
results show how important these factors are for
determining an organization's capacity to grow in
a way that is sustainable and mindful of the
environment.

Dynamic capability has become a vital
factor in innovation success, emphasizing the
significance of an organization's capacity to
adapt, integrate, and restructure resources in
response  to  fluctuating  environmental
conditions. The research emphasizes the
significance of IT ambidexterity in fostering
innovation by effectively managing both
exploratory and exploitative activities within the
information technology sector.

Environmental uncertainty has been
identified as a challenging yet essential factor
that  significantly ~ impacts  innovation
performance. The research highlights the need
for organizations to navigate and thrive in
uncertain environments to achieve successful
innovation outcomes.

RICH has been found to impact
entrepreneurial opportunity recognition, which is
crucial for innovation performance, thereby
positively influencing innovation performance.
By promoting efficient resource management,
RICH can help organizations maximize the value
of their resources, leading to improved
innovation outcomes.

Green intellectual capital is
acknowledged as a crucial enabler of innovation
performance, particularly in environmentally
sustainable endeavors. The study shows how
important environmental protection knowledge,
skills, and intangible assets are for encouraging
new ideas and making a business run better
overall. It is good for green creativity to have
green intellectual capital. Businesses can get an
edge over their competitors by making it easy to

make technologies and products that are better
for the environment. The research suggests that
green intellectual capital advances innovation
theory by fostering the development of
ecologically sustainable practices and products.

These findings collectively offer a
comprehensive picture of the complex
interrelations  of dynamic  capability, IT
ambidexterity, environmental uncertainty, RICH,
and green intellectual capital in shaping
innovation performance. Organizations aiming
to improve their innovation skills and
performance should examine the synergistic
effects of these aspects and design strategies
that leverage their interaction. This research has
significance for practitioners, politicians, and
scholars, providing actionable insights for
promoting innovation in a dynamic, technology-
driven, and environmentally aware business
context.

The study contributes to the body of
research on innovation by examining how
various concepts—including dynamic capability,
IT ambidexterity, environmental uncertainty,
RICH, and green intellectual capital—impact
overall innovation performance. A broader
framework for understanding innovation in
environments that are complicated and
changeable is introduced. This study contributes
to the body of knowledge on sustainable
innovation theory by demonstrating the
significance of green intellectual capital to long-
term success. It also helps connect the dots
between being environmentally responsible and
successful innovation. According to the study,
resource-induced coping heuristics (RICH) play
a bigger role in spotting opportunities and are
directly linked to innovation success, which was
not previously looked into.

While this research has provided
valuable insights into the relationships among
dynamic  capability, IT  ambidexterity,
environmental uncertainty, relational innovation
capability (RICH), and green intellectual capital
on innovation performance, several avenues
exist for further investigation. Investigate
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potential moderating factors that may influence
the strength or direction of the relationships
observed in this study. Explore the cultural
dimensions that may affect the effectiveness of
these factors in diverse cultural contexts.

methodologies to enhance comprehension of
the contextual elements that may affect the
identified correlations. Technological
advancements may introduce new variables or
alter the dynamics of existing relationships.

Integrate quantitative and qualitative research
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