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ABSTRACT

Innovation in entrepreneurship, particularly green creativity, has become crucial as
environmental concerns grow increasingly important to customers. This study investigates
the factors that lead to business sustainability for MSMESs in creative industries in West
Java,DKlJakarta, and Banten, Indonesia by considering the role of green creativity, green
supply chain management (GSCM), and MSME:s independence. Data were collected via
a survey distributed through Google Forms, resulting in responses from 400 MSMEs, of
which 334 were valid for analysis. Structural Equation Modeling (SEM) was employed
using SmartPLS 23 to test the hypotheses. The findings reveal that green creativity
positively influences environmental performance, GSCM, and MSME independence.
Furthermore, green creativity positively affects business sustainability through the
mediating roles of MSME independence and GSCM. Additionally, MSME independence
strengthens sustainable business practices, while GSCM contributes significantly to
overall business sustainability. This study contributes to the literature by highlighting the
critical role of green creativity in enhancing environmental performance and sustainable
practices within MSMEs. Itunderscores the importance of integrating GSCM and fostering
MSME independence to achieve long-term business sustainability.

Keywords: Green Creativity, MSME Independence, Green Supply Chain
Management, Sustainable MSME Performance.
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1. INTRODUCTION

The creative industry is a strategic sector that, when effectively maintained and
developed, can thrive in the era of globalization, enhancing competitiveness,
productivity, and sustainable growth. The role of MSMEs in showcasing creativity offers
developing markets the opportunity to leverage creativity, culture, and globalization
for economic
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benefit (Gregurec et al., 2021). Recently, environmental awareness has surged within the
creative industry, particularly through the use of natural colors. These green, eco-friendly
alternatives align with market expectations and reflect a broader shift toward sustainability.
Creativity and innovation are intrinsically linked, as innovation cannot exist without
creativity. Successful businesses often begin with creative ideas, and the implementation of
these ideas leads to innovation, such as in creative industries that utilize environmentally
friendly natural colors. This approach has already been adopted by MSMEs in Bekasi
Regency, even as global attention is increasingly focusing on environmental concerns. In
recent years, research on creativity within the creative industry, especially involving
natural colors, has garnered significant interest. Studies have largely focused on the role of
creativity, culture, and social enterprises in promoting environmental sustainability, and
their impact on business longevity. However, some scholars argue that the connection
between the creative economy and sustainability is not fully understood (Kozarevi¢ &
Pugka, 2018). On the contrary, others, like Pratomo et al. (2021), asserted that economic
sustainability is indeed linked to creative and cultural industries, emphasizing the
importance of creativity in fostering a green economy.

In the context of developing economies, the integration of creativity and
sustainability within MSMEs is particularly critical. These enterprises often face
challenges such as limited resources, market competition, and regulatory pressures
(Cheok & Singh,2018; Siregar et al., 2022). Consequently, it is essential for them to adopt
innovative practices that not only enhance their market position but also contribute to
broader environmental goals. The utilization of green creativity and sustainable practices
in production processes, such as the use of natural dyes, provides MSMEs with a unique
competitive edge. It allows them to cater to a growing segment of environmentally
conscious consumers, thereby driving demand for eco-friendly products. Additionally, the
adoption of green supply chain management (GSCM) practices ensures that these MSMEs
can operate efficiently while minimizing their environmental footprint (Arijanto, 2022;
Diana, 2021), further solidifying their role in promoting sustainable economic
development.

One of the key drivers of MSMEs’ independence in the creative economy is the
strength of the green supply chain, which encompasses the entire process from production
to distribution and sales (Kot, 2018; Arijanto, 2022). Effective supply chain management
not only enhances the competitive advantage of MSMEs but also contributes to their
independence. As MSMEs enter the global market, maintaining independence through
customer engagement and product innovation, such as creative and eco-friendly pa@faging,
is vital for their survival (Arijanto, 2022; Gurria, 2018). MSMEs play a crucial role not
only in economic growth and job creation but also in ensuring equitable development
outcomes across regions.

This study aims to investigate the interconnectedness of green creativity, GSCM, and
MSMESs’ independence, and their collective impact on business sustainability. By
analyzing these relationships, this study contributes to the existing literature by providing
empirical evidence on how green creativity and supply chain practices can drive
sustainable growth within MSMEs. It also highlights the critical role of MSMEs’
independence in sustaining long-term business viability in the creative industries.
Specifically, it aims to examine and analyze the relationship of green creativity to
MSMESs" business sustainability, by considering the mediating role of GSCM, and
MSMEs’ independence.

2. LITERATURE REVIEW
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1

g.l Green Creativity and Business Sustainability

In the era of globalization, businesses are increasingly recognizing the importance of
environmental sustainability, making natural resource-based view in the industry to be
more relevant. future business success increasingly depends on the ability to innovate in
ways that are environmentally friendly, with only firms adopting green practices poised
to survive and thrive (Maitlo et al., 2022; Fang et al., 2021; Hart, 1995). Green creativity,
which involves developing innovative solutions that prioritize environmental
considerations, is essential for driving sustainable business practices within the creative
industry. (Chen et al., 2014; Al-Ghazali et al., 2022).

Prior research has shown how green creativity can significantly impact various
dimensions of business sustainability. By integrating green creativity, companies can
enhance their business performance through improved operational efficiencies, cost
savings from reduced waste, and differentiation in the marketplace (Setyaningrum et al.,
2023). In addition, green creativity contributes to social performance by fostering a
positive company image and aligning with societal values on sustainability. Companies
that prioritize environmentally friendly practices often build stronger relationships with
stakeholders, including customers, employees, and communities (Ogbeibu et al., 2021),
(Joshi & Dhar, 2020). Furthermore, by focusing on eco-friendly innovations and
sustainable practices, companies can significantly reduce their environmental footprint
(Setyaningrum et al., 2023). Thus, the hypothesis proposed are as follows:

Hla: Green creativity positively influences business performance
Hlb: Green creativity positively influences environmental
performance Hlc: Green creativity positively influences social
performance

1

9.2 Green Creativity on Green Supply Chain Management

Intoday’s business environment, environmental sustainability has become acritical focus,
influencing various aspects of operations. Effective supply chain management
increasingly depends on integrating green practices to align with sustainability goals
(Sauer et al., 2022; Huo et al., 2021). Green creativity plays a pivotal role in advancing
GSCM by generating innovative solutions to environmental challenges.

Organizations that foster green creativity are better equipped to develop eco-friendly
supply chain processes as itenhances overall sustainability. GSCM involves implementing
practices that reduce environmental impact, and green creativity contributes by
introducing novel approaches to improve operations (Richey et al., 2022). Additionally,
green supply chain learning—gaining and applying knowledge about green practices
can significantly boosted by employee creativity in environmental management. By
encouraging green creativity, organizations can better manage their environmental
footprint and achieve greater operational efficiency. (Awan et al., 2019). Thus, the
hypothesis proposed is as follows:

H2: Green creativity positively influences green supply chain management

1

g..'i Green Supply Chain Management on Business Sustainability

In facing evolving market conditions, MSMEs encounter unique challenges in
implementing green growth strategies compared to larger corporations. Despite their
flexibility, MSMEs must focus on effective supply chain practices to bridge the gap
between suppliers and customers, thereby promoting efficient management (Cheok &
Singh,2018; Kozarevi¢ & Puska, 2018). GSCM is crucial for managing these relationships
and ensuring thatenvironmental considerations are integrated throughout the supply chain.
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GSCM involves adopting practices that reduce environmental impact and enhance
sustainability (Diana, 2021; Geng et al., 2017). This includes maintaining high-quality
information exchange between suppliers and companies and addressing customer
complaints regarding environmental practices. As MSMEs operate in an increasingly
eco-conscious market, integrating GSCM becomes essential for aligning with
environmental standards and customer expectations (Dzikriansyah et al., 2023).

Previous scholars have suggested that implementing GSCM is vital for sustainable
growth (Geng et al., 2017; Cheok & Singh. 2018). It helps MSMEs improve productivity,
reduce inventory levels, and shorten waiting times, all of which contribute to better
operational efficiency. These practices not only support environmental sustainability but
also can enhance business performance and social impact. For instance, by adopting green
practices, MSMESs can increase their market share and achieve greater integration within
their industries, ultimately supporting long-term sustainability (Ruangchoengchum &
Dechkerd, 2024; Setyaningrum & Muafi, 2022). Thus, the hypothesis proposed are as
follows:

H3a. Green supply chain management positively influences business performance
H3b. Green supply chain management positively influences environmental
performance H3c. Green supply chain management positively influences social
performance

1

24 Green Creativity on MSME Independence

In an increasingly competitive and environmentally conscious market, MSMEs are
seeking to establish and sustain their independence through innovative and sustainable
practices. Green creativity plays a pivotal role in this process, as it enables MSMEs to
adopt sustainable and resource-efficient practices. As stated by Fang et al. (2021), green
creativity involves integrating environmentally friendly solutions into business
operations, which not only aligns with market expectations but also strengthens the
MSMESs' position in the market.

The adoption of green creativity aligns MSMEs with contemporary environmental
standards and can bolsters their independence (Osadolor et al., 2021). Eco-friendly
practices enable MSMEs to streamline their operations, improve efficiency, and reduce
costs associated with resource use and waste management (Lee et al., 2021). Moreover,
a strong commitment to green creativity can enhance an MSME’s market position and
customer loyalty, further solidifying its independence . By leading in sustainable practices,
MSMEs can differentiate themselves from competitors and secure a stronger foothold in
theirrespective industries. This commitment not only supports long-term business viability
but also empowers MSME:s to remain self-reliant arffl) thrive independently in a rapidly
evolving market (Zameer et al., 2020; Ormazabal et al., 2018). Thus, the hypothesis
proposed is as follows:

H4: Green creativity positively influences MSME Independence

[

9.5 MSME Independence on Green Supply Chain Management

MSMEs that achieve a high level of independence are better positioned to enhance their
green supply chain management (GSCM) practices. Independence allows MSMEs to
integrate various functions such as production, shipping, warehousing, distribution, and
sales, creating a cohesive and efficient supply chain system (Ruangchoengchum &
Dechkerd, 2024; Kot, 2018; Arijanto, 2022). When MSMEs are independent, they are not
reliant on external partners for critical decision-making. enabling them to adopt and
implement green practices more effectively across their entire supply chain. This
autonomy supports their ability to manage resources sustainably, reduce environmental
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impact, and improve overall performance. By being self-reliant, MSMEs can make
strategic decisions that align with environmental goals and integrate sustainability into
every aspect of their operations. Thus, the hypothesis proposed is as follows:

H6. MSMEs Independence positively influences green supply chain management

1

!6 MSME Independence on Business Sustainability

The role of MSME independence is pivotal in enhancing business sustainability. In the
creative economy, creativity boosts employee motivation, leading to higher customer
satisfaction and loyalty, which positively impacts MSME independence (Harini et al.,
2022). In developing countries like Indonesia, MSMEs are crucial for economic growth
and local development.

Green innovation and creativity significantly contribute to business success and
environmental sustainability (Galindo et al., 2020). Entrepreneurs aim not only for
business success but also for environmental preservation, considering the notion of natural
resource-based view (Hart, 1995). Enhancing MSME independence through green
creativity and innovation supports sustainable business practices (Tjahjadi et al., 2020).

Independence allows MSME:s to take initiative, solve problems independently, and
improve performance, as indicated by its positive relationship with performance (Liu et
al., 2023; Tjahjadi et al., 2020). Existing research also highlights that MSME
independence and competence positively impact business resilience (Osadolor et al.,
2021) and is crucial for sustainable business improvements (Setyaningrum & Muafi,
2022). Thus, the hypothesis proposed is as follows:

H5a. MSMEs independence positively influences business performance
H5b. MSMEs independence positively influences environmental
performance HS5c. MSMEs independence positively influences social
performance

Likewise, based on the literature and previous research, the following hypotheses are
proposed to analyze the mediating roles of GSCM and MSME independence:

H7a. GSCM mediates the effect of green creativity on business performance
H7b.GSCM mediates the effect of green creativity on environmental performance

H7c¢c. GSCM mediates the effect of green creativity on social performance

H8a. MSME Independence mediates the effect of green creativity on business
performance H8b. MSME Independence mediates the effect of green creativity on
environmental performance

H8c. MSME Independence mediates the effect of green creativity on social performance

3. RESEARCH METHOD

This study utilizes a quantitative approach to build upon and extend existing literature by
examining current phenomena, testing hypotheses, and providing numerical data to
enhance understanding of the research results. The study focuses on MSMEs in the creative
industry that use natural raw materials. The population was identified as fashion MSMEs
employing natural materials such as eco-print and non-synthetic batik, and handicraft
MSMESs using natural base materials without synthetic dyes.

The selection process involved purposive sampling, adhering to specific criteria. Out
of the population, 400 MSMEs meeting these criteria were chosen as research respondents.
Data collection was conducted through an online survey distributed via Google Forms,




188

with participation from all selected respondents. Ultimately, 334 valid responses were
obtained and used for further analysis.

The survey utilized a Likert scale ranging from 1 (strongly disagree) to 5 (strongly
agree) to assess responses. Data analysis was performed using Structural Equation
Modeling (SEM) with Partial Least Squares (PLS) analysis, executed through WarpPLS
7.0 software. SEM modeling was chosen for its capability to handle complex and
simultaneous testing of relationships among variables (Ferdinand, 2014).

3.1 Variable Measurement

The variables in this study are measured using items from the existing literatures. Green
creativity is measured using five items adopted from Baah et al. (2023) which consists of
product development, new product ideas, new product promotion, proactive attitude, and
creative product solutions. MSMEs independence is measured using four indicators
adopted from Osadolor et al. (2021), namely finance, managerial abilities, facilities and
infrastructure, as well as market access capabilities. Furthermore, green supply chain is
measured using five items adopted from Kot (2018), namely selection of raw materials,
product/service design, manufacturing process, product delivery, and useful life of
eco-friendly products. Finally, business sustainability, which is comprised of three
dimensions, is assessed with a total of 12 items, which belong to business performance,
environmental performance, and social performance.

4. RESULT
4.1 Respondents’ Characteristics
The characteristics of respondents in this study are divided into several categories. Table

1 below presents the research result.

Table 1. Respondents’ Characteristics

Characteristics Amount Percentage
Gender Male 19 5.7%
Female 315 94.3%
Age 21-30 years old 44 13.17%
31-40 years old 69 20.6%
41-50 years old 51-60 137 4101%
years old T 23.05%
61-70 years old 7 2.09%
Education Senior High School 116 34.7%
Diploma 159 47.6%
Bachelor 59 17.6%
Position Manager 200 59.8%
Owner and Manager 127 3802%
Others 7 2.09%
Duration  g35 years 20 5.9%
of Work  6-10 years 246 73.6%
11-20 years 51 15.2%
21-25 years 10 29%
26-30 years 4 1.19%
31-40 years 2 0.59%

>40 years 1 0.29%
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Type of Handicraft 168 50.2%
Business  Batik 154 46.10%
and-drawn batik 12 3.59%

Yearsin 1-5 years 23 6.88%
Business  6-10 years 207 63.21%
11-20 years 102 37.25%

>21 years 2 0.58%

4.2 Quter Model Evaluation

Outer model analysis was carried out to assess construct validity and reliability.
Convergent validityequires a loading factor >0.7, while construct validity requires an

AVE >0.5. The test results are shown in Table 2.

Table 2. Results of Validity Analysis

Variable Indicator Loading Factor AVE

Green Creativity CR1 0.844
CR2 0.742 0611

CR3 0.755

Independence INDEP1 0.886
INDEP2 0.862 0.764
Green Supply Chain GSCl1 1.000 1.000

Business BP1 0.898
Performance BP2 0.884 0.794

Social Performance SP1 0.832
SP2 0.701 0.626

Br3 0.833

Environmental EP1 0.830

Performance EP2 0.830
EP3 0.831 0.650

EP4 0.750

EP5 0.882

Table 2 summarizes the results for validity test. Initially, 10 indicators were dropped
due to loading factor values of <0.7 (CR3, CRS5, INDEP3, INDEP4, GSC2,GSC3, GSC4,
GSC5, BP3 and BP4). After removing these, all remaining indicators had loading factor
values of >0.7, confirming their validity. The AVE values for all variables were >0.5, and
the composite reliability values were >0.7 with Cronbach’s Alpha of = 0.6, indicating that

the variables are reliable.

4.3 Inner Model Evaluation

Inner model evaluation was carried out using PLS bootstrap, with the hypothesis testing

results shown in Figure 1 and Table 3.
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A measurement item is considered significant if the T-statistic value exceeds 1.96 and
the p-value is less than 0.05, indicating significance at the 5% level. The results of the

hypothesis testing are presented in Table 3.

Table 3. Results of Hypothesis Test

Original tatistics P

Sample (O) (IO/STDEV])  Values

Hl a.GC— BP -0016 0306 0760
b.GC — EP 0.527 12.788 0.000*
c.GC — 5P 0.097 1.668 0.096

H2 GC—GSCM 0.147 2547 0.011*
a. GSCM — BP 0.343 7527 0.000*

H3 b.GSCM — EP -0.099 2226 0.026*
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¢.GSCM — SP 0.315 7.691 0.000%
H4 GC — Independence 0.495 11.747 0.000*
H5 a.Independence — BP 0.449 8823 0.000*
b. Independence — EP 0411 9449 0.000*
c. Independence 2 SP 0.496 10.248 0.000*
H6 Independence — GSCM 0.415 8266 0.000*
a. GC — GSCM — BP 0.050 2218 0.027*
H7 b.GC — GSCM — EP -0015 1550 0.122
¢.GC — GSCM — SP 0.046 2278 0.023*
a. GC — Independence — 0.222 6873 0.000*
H8 b.GC — Independence — 0.203 7231 0.000*
¢.GC — Independence — SP 0.245 8750 0.000*

Note: * sign = alpha 5%, GC: Green Creativity, GSCM: Green Supply Chain
Management; , BP: Business Performance, EP: Environmental Performance, SP: Social
Performance

Table 3 shows the results of the path analysis in this study with the following details:

Green creativity significantly influences environmental performance (t statistics =
12788, p < 0.05). thus H1b is accepted. However. it does not significantly influence
business performance (t statistics =0.306, p = 0.760) or social performance (t statistics
=0.306, p=0.760), so Hla and Hlc are rejected.

Green creativity positively influences GSCM (t statistics = 2.547, p < 0.05), supporting
H2.

GSCM significantly influences business performance (t statistics = 7.527, p < 0.05),
environmeffal performance (t statistics = 2.226, p < 0.05), and social performance (t
statistics = 7.691, p < 0.05), thus H3a, H3b, and H3c are accepted.

Green creativity positively influences MSMEs independence (t statistics = 11.747, p
< 0.05), supporting H4.

MSMEs independence significantly influences business performance (t statistics =
8.823.p <0.05),envir0nmn1tal performance (t statistics = 9.449, p < 0.05), and social
performance (t statistics = 10.248, p < 0.05), thus H5a, H5b, and H5c are accepted.
MSME:s independence positively influences GSCM (t statistics = 8.266, p < 0.05),
supporting H6.

Green creativity significantly influences business performance through GSCM (t
statistics = 1.550, p < 0.05) and social performance through GSCM (t statistics = 6.783,
p < 0.05), supporting H7a and H7b. However, it does not influence environmental
performance through GSCM (t statistics =2.278, p=0.122), thus H7b is rejected.
Green creativity significantly influences business performance through MSMEs
independence (t statistics = 6.873, p < 0.05), environmental performance through
MSME:s independence (t statistics = 7g831, p < 0.05), and social performance through
MSMEs independence (t statistics = 8.750, p < 0.05), thus H8a, H8b, and H8c are
accepted.

5. DISCUSSION
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Considering the growing emphasis on environmental sustainability and the
increasing need for business to adapt to eco-friendly practices, this study explores the
interplay between green creativity, GSCM, and MSMEs performance. The integration of
green creativity into MSMESs operations is increasingly recognized for its significant
impact on various performance dimensions. This study found that while green creativity
directly enhanced environmental performance (H1b accepted), it did not show significant
impact on business or social performance (Hla and Hlc rejected). This finding
underscores the importance of focusing green creativity efforts on environmental
outcomes. This suggests that MSMEs with environmentally-oriented creative strategies
are better positioned to improve their environmental performance. This aligns with the
growing global emphasis on addressing environmental degradation and demonstrates how
green creativity can signal to stakeholders to commit to sustainability (Shibuya et al.,
2023; Mishra et al., 2019). This study also highlights that green creativity significantly
influences GSCM (H2 accepted). MSMEs employing green creativity can leverage
environmentally friendly raw materials and efficient waste management practices, which
not only enhance their environmental credentials, but also improve operational efficiency.
This is consistent with the notion that creative, environmentally oriented practices
contribute to better supply chain management and overall business performance (Awan et
al.,2019; Assumpcao et al., 2022; Madi & Bourdima, 2019).

Furthermore, GSCM was found to positively affect all dimensions of business
sustainability of the MSMEs, namely business, environmental, and social performance
(H3a, H3b, and H3c accepted). This suggests that adopting green supply chain practices
can lead to improvements across multiple performance areas. This is due to enhanced
environmental efficiencies, reduced waste, and better stakeholder relationships
(Dzikriansyah et al., 2023; Gunawan et al., 2020). The shift towards more sustainable
practices further reinforces the value of GSCM in achieving robust performance outcomes,
supporting the results of previous studies (Siregar & Pinagara, 2022; Geng et al., 2017;
Gibral et al., 2022).

The findings of this study also confirm the positive relationship between green
creativity and MSMEs" independence (H4 accepted). This suggests that creative,
eco-friendly practices can foster greater autonomy. This supports the results obtained by
other scholars (Shibuya et al., 2023; Novitasari & Agustia,2021; Diana,2021). As MSMEs
innovate and respond to green market demands through green creativity (Alrajaet al.,2022;
Adhitiya & Astuti, 2019), their independence and competitive advantage are
strengthened. This independence, in turn, positively impacts business, environmental, and
social performance, and contributes to the adoption of green supply chain practices (H6
accepted). This is because GSCMnas the potential to reduce risk and waste, as well
as improve performance (Mishra et al., 2019; Assumpgdo et al., 2022; Shin & Cho,
2022). This interconnection indicates that independence derived from green creativity
enables MSMEs to better align with sustainable practices and improve overall
performance (Apriyani & Kustini, 2023; Hasbiah, 2023; Salaudeen & Sauri, 2020).

The result of the mediation analysis revealed that green creativity positively
influenced business performance through GSCM and MSMEs independence (H7a. H8a
accepted), while its impact on environmental performance through GSCM was not
significant (H7b rejected). This suggests that while green creativity effectively boosts
business performance via GSCM and MSMEs’ independence, its direct influence on
environmental performance may be more nuanced. Green creativity acts as a component
of managerial processes, which will contribute to the development and competitive
advantage of a company. Currently, concern for the environment is increasing due to
high demand
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from customers for environmentally friendly goods. For this reason, creative green ideas
are required; thus, GSCM is needed to retain customers (Yang et al., 2023). In addition,
as an initiative for eco-friendly practice., GSCM can maintain business sustainability
(Huma et al., 2023).

Additionally, this study found that green creativity significantly enhanced
environmental and social performance when mediated by MSMEs independence (H8b and
HS8c accepted). This supports the results of research carried out by Jiang et al. (2021) as
well as Ginting and Tampubolon (2021). The findings emphasize the role of independence
in translating creative efforts into broader performance gains.

6. CONCLUSION

This study highlights green creativity as a crucial driver for improving environmental
performance and MSMEs’ independence, which in turn positively impacts business, as
well as environmental and social outcomes. The findings contribute to the understanding
of how green creativity can drive not only environmental performance but also enhance
MSMESs" independence, which further amplifies business success and sustainability. The
study emphasizes the critical role of integrating green supply chain management (GSCM)
practices, demonstrating how these practices reinforce and extend the benefits of green
creativity, thus underscoring the need for businesses to embed sustainability into their
strategies.

Future research could explore the specific mechanisms through which green creativity
affects environmental performance and investigate additional factors that may enhance
the effectiveness of green supply chains. This study, using cross-sectional data and
purposive sampling from a broad range of creative businesses, offers valuable insights
but also has limitations. It does not differentiate between specific types of creative
businesses or account for their scale (small, micro, or medium). Subsequent studies should
focus more on precise categorization of business sustainability and consider other
antecedent variables, such as green transformational leadership, green innovation, green
culture, and green work environment. Analyzing the impacts of GSCM and MSMEs’
independence on green competitive advantage could also provide further valuable
insights, enriching the understanding of how sustainability practices can be leveraged for
competitive benefit.
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