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Abstract. This study aimed to determine the effect of internal and external factors on firm performance
through eco-innovation. This research is a quantitative descriptive study with associative research
methods and explanatory research. Data collected through a survey by questionnaires. There are 113
companies at PT. Surabaya Industrial Estate Rungkut area as a sample. Data analysis in this study uses
Structural Equation Modeling (SEM) with the Partial Least Square approach using the WarpPLS
application. The results show that eco-innovation mediates the influence of firm’s capability and market
pressure on firm performance.
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INTRODUCTION

Eco-innovation is an innovation that focuses on reducing the impact on environmental damage or
pollution. Eco-innovation does not include only product processes, but also marketing processes,
organizational methods, and social and institutional structures that have a positive impact on the firm’s
sustainable development process (OECD, 2009). In general, the application of eco-innovation is to replace
the firm'’s products, processes, and services with more harmonized variants to achieve something better
in terms of environmental preservation (Seebode et al,, 2012). Firms that implement eco-innovations are
expected to participate in environmental preservation. CO2 waste produced by households and firms
keeps increasing every year (Statistik Lingkungan Hidup Indonesia, 2016). Therefore, implementing eco-
innovation in business management is very important to achieve the main objectives of sustainability
(social, economic and environmental) (Korhonen, 2001).

Eco-innovation is a management effort to create new products or processes with environmental
aspects as the main consideration of the firm in the production process (Bossle et al.,, 2016; Chen and
Chang, 2013; Murphy and Poist, 2003). The efforts to create new products or processes in the production
process with environmental aspects as on of the firm’s management considerations will have an impact
on the decline in the use of production raw materials and the use of energy in the production process
(Bossle et al,, 2016; Loucanova et al,, 2015). The decrease in the use of raw materials and energy in the
production process will have an impact on the decline of the firm’s operating expenses (Bossle et al,,
2016; Loucanova et al,, 2015; Antoni et al., 2019; Bomani et al.,, 2019; Adle & Akdemir, 2019).

Research conducted by Hart (1995), Bossle et al. (2016) and Loucanova et al. (2015) stated that
the eco-innovation strategy could potentially reduce pollution caused by the production process so that it
can reduce the firm’s obligations and compliance costs for pollution. Also, the benefits of the eco-
innovation strategy include increasing the firm’s reputation compared to its competitors (Mazzanti,
2018). This is the benefit possessed by sources of market profit that will result in increased cash flow and
itis able to improve the firm’s business performance (Eiadat et al., 2008). Based on the description above,
it can be concluded that the eco-innovation strategy could be associated with improving firm
performance. However, the description is contrary to research conducted by Gunday et al. (2011) stated
that firms that do product innovation do no have an impact on firm performance. This happened because
of the increasing number of products created must be followed by the development of market
performance. Firms must strive to develop their markets so that new products produced will be noticed
by consumers and then sold in the market which causes an increase in promotion costs.

The efforts to create eco-innovation are strongly influenced by the firm’s internal and external
capabilities. Internal factors that can influence eco-innovation is the ability of the firm, while the external
factor is market pressure (Bossle et al., 2016). Eco-innovation does not work properly in a firm if the
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firm’s capability is insufficient in carrying out eco-innovation activities (Hojnik and Ruzzier, 2016). The
firm’s capability is the ability possessed by the firm in managing and utilizing all its potentials to win the
competition in a competitive business environment (Bossle et al.,, 2016; Hermosilla et al., 2010; Hojnik
and Ruzzier, 2016). The firm'’s capability is demonstrated through efforts by not imitating competitor’s
products, creating niche markets that are not easy to reach by competitors, and creating products that are
difficult to imitate by competitors (Bossle et al.,, 2016).

Research conducted by Bossle et al. (2016) stated that the appropriate allocation of resources in
the adoption of eco-innovation will provide significant results for green innovation and generate profits.
Though, this statement is contrary to the research conducted by Weng and Lin (2011) also Lin and Ho
(2011) which stated that the application of green innovation and environmental uncertainty is running
insignificantly. This is because the firms are unable to meet their resource needs in implementing eco-
innovations because the firm does not have enough funds to buy the equipment needed. This applies to
small companies that have high environmental uncertainty so they tend to allocate a small number of
funds to preserve the environment (Del Brio and Junquera, 2003; Weng and Lin, 2011).

Besides the firm'’s capability, competitive pressures caused by competition between firms will
encourage management to create new efforts that are difficult to imitate by competitors. (Bocker and
Meelen, 2017). Market pressure will narrow the firm’s market segmentation, so the firm will strive to
make new efforts to diversify its market through efforts in creating new products that are not easily
imitated by competitors (Loucanova et al, 2015). The firm’s top management strives to create eco-
innovation as uniqueness in the products they offer to costumers (Kammerer, 2009). The strategy to
make environmental aspects as a market strategy is a unique method that is difficult to imitate by
competitors. High market pressure will force top management to put more effort into eco-innovation to
create a new niche market. An increase in a new niche market on products that are difficult to imitate will
make it easier for the firms to determine the price levels that apply to the newly created products (Bossle
et al, 2016; Hojnik and Ruzzier, 2016; Loucanova et al, 2015). Market pressure encourages top
management to be more creative in creating new products that are eco-friendly and difficult to imitate by
competitors so that firms are easier to determine the price levels on applicable products and enter the
market segmentation (Kammerer, 2009). This condition will result in an increase in firm profits due to
increased sales volume and minimal production costs (Hojnik and Ruzzier, 2016; Kammerer, 2009).

Research conducted by Kammerer (2009) revealed that the market pull factor as a determinant
of eco-innovation is the consumer’s benefit, which is known in the marketing literature. Previous studies
showed that there are no strong triggers for eco-innovation in terms of consumer demand because eco-
friendly products are still too expensive (Rehfeld et al., 2007). Meanwhile, other opinions said that
consumers can also encourage innovation (Brohman et al, 2009). This argument is supported by
Kammerer (2009) who found empirical evidence that costomer benefits play an important role in eco-
innovation after a value-added product to consumers. Lin and Ho (2011) stated that consumer pressure
is not significant with the adoption of green practices in logistics service companies. That is because
logistics service companies do not have direct contact with their consumers. Most consumers may feel the
environmental impact of their products, but consumers are less interested or even do not care about the
eco-performance of logistic companies. Logistics service consumers pay more attention to the efficiency
of shipping logistic companies.

Based on the previous explanation, this study discussed current issues, namely environmental
issues which become a problem in various countries. Here, the firm could take part in environmental
preservation because it had the support of internal and external factors of the firm. The application of
eco-innovation by the firm later can provide a positive outcome for the firm. Thus, this study still needs to
be done in Indonesia because Indonesia is the world’s lungs which are currently become the world’s
attention in reducing global warming. In 2010, Bali hosted an environmental conference attended by 192
countries (www.kompas.com). The results of the conference stated that Indonesia will also participate in
implementing a green economy. One of the expected concepts of a green economy is the application of
eco-innovations in Indonesian firms. Therefore, a study on eco-innovation that has an impact on
improving firm performance is important in Indonesia.

Grounding Theory
Institutional Theory

DiMaggio and Powell (1983) stated that an organization is formed by the institutional environment that is
around them. The ideas in the community where the organization is located are then institutionalized and
are considered valid and accepted as a way of thinking in the style of the organization. Organizations are
formed because of the outside power of the organization that shapes through mimicry or imitation
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processes and compliance (DiMaggio and Powell, 1983). Scott (1987) said that the constitutional view
and instrumentality are complementary. Scott (1995) provides a framework for studying institutions.
According to Scott, there are three institutional pillars, namely (1) Regulative, (2) Normative, (3)
Cognitive. The difference between the three pillars is seen from the basic side of obedience, management
mechanism, logic regarding human behavior, indicator regarding the pillars of the institution.

Therefore, the institutional theory is the firm’s foundation to make efficient usage of firm
resources and innovations that do not harm life and do not damage the environment (eco-innovation) in
its operational activities. In this study, the resources are those from internal and external factors of the
firm. Internal factors consist of environmental capabilities and human resources, while external factors
consist of regulation and market pressures.

Legitimacy Theory

Legitimacy theory assumes that the firm does not have the right to stand unless the values embraced in
the firm have been felt in following the wider community in which the firm operates (Dowling and Pfeffer,
1975). In the theory of legitimacy, the firm must able to prove that the firm is an entity that has operated
based on the prevailing norms and all activities carried out by the firm can be accepted by outsiders
(O’Donovan, 2002). Firm legitimacy can be obtained if there are similarities between the results and the
community’s expectations of the firm (Deegan, 2002). Based on the previous explanation, the legitimacy
theory can be used as the basis for firms to understand social values in society, the social values referred
to in this study are those related to the environment. In order to be able to apply environmental and
social values in its operational activities, the firm applies eco-innovation (Dixon and Clifford, 2007). The
firm is a business entity that expects profits from its business processes. Thus, the eco-innovation applied
by the firm duet o this legitimacy theory is ultimately expected to improve the firm performance.

Stakeholder Theory

According to Freeman and Medoff (1984), stakeholder theory means a group of people or individuals who
can influence or be affected by the achievement of the firm’s goals. Stakeholder theory said that firms do
nit only operate based on the interests of the firms, but also the firm must provide benefits and value-
added for the stakeholders (Friedman and Miles, 2006). In this study, the firm could provide more
benefits to stakeholders through eco-innovations that are supported by the capability of the firm's
internal and external resources. In return, stakeholders could support the firm by improving firm
performance through the application of eco-innovation.

Hypothesis Development
Mediation of Eco-Innovation in Influencing Firm’s Capability

The institutional theory explains that the efficient use of resources is a necessity held by firm
management (Meyer and Rowan, 1977). The view to make efficient use of firm resources will shape
awareness and management behavior to be more careful in allocating resources in the production
process (Hojnik & Ruzzier, 2016). The ability of firm management in streamlining the management of
resources forms a firm’s capability. Specifically, a firm’s capability is an ability possessed by the firm’s
management in managing and utilizing all of its potentials to win the competition in a competitive
business environment (Bossle et al, 2016). The firm’s capability to manage these resources will
encourage firm management to be more active in creating new products or processes that competitors do
not have (Marin-Vinuesa et al, 2018). Related to the problems in the industry today, the firm'’s
management will create more eco-friendly innovations, so that the innovations have an impact on
reducing production costs due to decreased use of raw materials and energy, as well as an increase in
production volume from innovations undertaken. Eco-innovation will have an impact on improving
performance (Bossle et al., 2016; Chen et al., 2012; Costantini et al., 2017; Loucanova et al.,, 2015).

Firms that have the ability to use existing resources to create different products with competitors
and different niche markets will be motivated to create new ideas in using available resources (Marin-
Vinuesa et al,, 2018). This will encourage firms to be more innovative in reducing operational costs by
reducing the costs of using large amounts of energy in production (Loucanova et al., 2015). Besides, firm
management is more active in making efforts to minimize the use of raw materials by using recyclable
raw materials. Along with the problems faced in each county on environmental issues, the firm will strive
to be more innovative in the use of resources so it will not cause a greater impact on the environment
(Hojnik and Ruzzier, 2016). The firm's efforts to make efficient use of resources based on a low operating
cost approach encourage management to be more active in carrying out eco-innovations. Firms that have
the ability to manage resources properly will take into account the minimum use of raw materials
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products so that the resulting innovation does not cause a large impact on the environment (Weng and
Lin, 2011).

Eco-innovation that emerges from the firm’s capability to manage resources encourages firm
management to be more active in making efforts to minimize the burden of production by reducing the
use of raw materials and excessive use of energy (Horbach et al, 2012). Efforts to use minimal raw
materials and energy usage will have an impact on decreasing the firm’s operating expenses so that the
firm performance will increase. The increase in firm performance is caused by a decrease in production
costs so that the reduction in costs can improve firm performance (Bossle et al., 2016).

This statement echoed with Bossle et al. (2016) stated that the proper allocation of firm
resources in the adoption of eco-innovations can provide significant results for green innovation and
generate profits. So, if the firm’s profit increases, the firm performance will also increase.

H1 : Eco-innovation mediates the effect of a firm'’s capability on firm performance

The Mediation of Eco-Innovation on the Effect of Market Pressure on Firm Performance

The institutional theory explains that firm management must be able to control uncertainty and control
the business environment by viewing the prevailing norms as a reference in carrying out an action
(DiMaggio and Powell, 1983). A highly competitive business environment will cause high market
pressures for firms, so firms must be able to overcome these market pressures accurately so that the
firm’s performance does not decline. One form of action that can be taken by management is to carry out
eco-innovation (Bossle et al,, 2016; Chen and Chang, 2013; Hojnik and Ruzzier, 2016; Murphy and Poist,
2003).

The legitimacy theory states that firms must be able to absorb the values and norms prevailing in
society to get legitimacy from the community (O’'Donovan, 2002). The firm’s effort to carry out eco-
innovation is an attempt to gain community legitimacy. Eco-innovation as a firm’s effort to gain
community legitimacy will be intensified by the firm when the pressure faced by the firm is increasing.
Market pressure encourages firm management to absorb the values and norms prevailing in society to
carry out eco-innovation (Dixon and Clifford, 2007). This is because the firm is an entity that has a large
environmental impact, so it takes responsibility from the firm to overcome this. The firm’s management
efforts in carrying out eco-innovation due to high market pressure will provide benefits for improving
firm performance (Bossle et al., 2016; Chen and Chang, 2013; Hojnik and Ruzzier, 2016; Murphy and
Poist, 2003). This is due to the existence of great legitimacy from the community which will have an
impact on the firm’s operational activities so that the firm’s performance will improve.

Market pressure will narrow the firm’s niche market, so the firm will strive to make new efforts

to diversify its market through efforts to create new products that are not easily imitated by competitors
(Bossle et al,, 2016; Hojnik and Ruzzier, 2016). The firm’s top management will strive to create eco-
innovation as uniqueness in the products they offer to consumers (Kammerer, 2009). The strategy to
make environmental aspects as a marketing strategy is a unique method that is difficult for competitors
to imitate. High market pressure will force top management to put more effort into making eco-
innovation to create a new niche market (Bossle et al., 2016; Hojnik and Ruzzier, 2016; Loucanova et al,,
2015).
An increase in a new niche market on products is difficult to imitate will make it easier for companies to
determine the price levels that apply to newly created products (Hojnik and Ruzzier, 2016). Market
pressure will encourage top management to be more creative in creating new products that are eco-
friendly and difficult to imitate by competitors so that companies will be more easy in determining the
price levels of applicable products and enter the market segmentation (Kammerer, 2009). This condition
will result in an increase in firm profits due to increased sales volume and minimal production costs
(Bossle et al., 2016; Hojnik and Ruzzier, 2016; Loucanova et al,, 2015).

Research by Kammerer (2009) revealed that the market pull factor as a determinant of eco-
innovation is the consumer’s benefit, which is known in the marketing literature. Kammerer (2009) also
found empirical evidence that consumer’s benefit plays an important role in eco-innovation after value-
added products to consumers. This is in line with research by Loucanova et al (2015) which stated that
firms in Slovakia are aware to implement eco-innovation because it is driven by the increasing number of
their consumers who are starting to realize the importance of preserving the environment. This
statement is also supported by Hojnik and Ruzzier (2016), Horbach et al (2012) about one important
factor in the adoption of eco-innovation is market pressure. Based on the previous explanation, it can be
concluded that market pressure is an external factor that requires firms to implement eco-innovation.

H2 : Eco-innovation mediates the influence of market pressure on firm performance
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Figure 1. Conceptual Framework

RESEARCH METHODOLOGY

The data analysis method used in this research was descriptive analysis and inferential statistical
analysis. The inferential statistical analysis used was the Structural Equation Model (SEM) and the Partial
Least Square (PLS) approach. The method used was interviews and questionnaires distributed to
research subjects. The study was conducted from May 2019 to July 2019. The firms selected located in
Surabaya Industrial Estate Rungkut (SIER), consists of 113 firms.

RESULT

Information about the job position, length of work, gender, and last education of the respondents is
presented in Table 1.

Table 1: Respondent Profile

Information Category Percentage
Gender Male 72%
Female 28%
<40 years old 15%
Ages 40 - 50 years old 71%
>50 years old 15%
Research and development manager 21%
Positions Engineering manager 40%
Supply chain manager 38%
<1 year 2%
Lenght of work 1-5 years 18%
5-10years 48%
>10 years 31%
Associate Degree 4%
Education Bachelor degree 64%
Master degree 32%
Doctoral degree / Ph.D 0%

Based on Table 1, for the job position, most respondents were a engineering manager by 40%. The
longest work time was 5 - 10 years as much as 48%. The highest number of gender was male by 72%.
Last, for the most recent education of respondents was a Bachelor Degree with a number of 64%.
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Table 2 indicated that all proxies have an outer loading factor value greater than 0.5. It can be concluded
that all indicators are suitable to be used as indicators that can reflect each of the corresponding
variables.

Table 2: The Result of Outer Loading Factor

Variable Indicator Outer Loading P-Value Result
CAP1 0,743 <0,001 Valid
Firm’s Capability | CAP2 0,816 <0,001 Valid
CAP3 0,906 <0,001 Valid
TP1 0,74 <0,001 Valid
TP3 0,747 <0,001 Valid
Market Pressure [0y 0,723 <0,001 Valid
TP5 0,716 <0,001 Valid
IBL1 0,769 <0,001 Valid
IBL2 0,853 <0,001 Valid
Fncr?ovation IBL3 0,763 <0,001 Valid
IBL5 0,794 <0,001 Valid
IBL6 0,812 <0,001 Valid
KP2 0,715 <0,001 Valid
Firm KP3 0,773 <0,001 Valid
Performance KP4 0,771 <0,001 Valid
KP5 0,73 <0,001 Valid

Source: Data, processed 2019.

Table 3 also explains the value of the reliability coefficient. Variable reliability testing used composite
reliability techniques. To see whether a measure is reliable or not, it is done through the reliability
coefficient with the value of the reliability coefficient must be greater than 0.7.

Table 3: Reability Testing Result

Variabel Cronbach’s Alpha | Composite Reliability
Firm’s Capability 0,760 0,863
Market Pressure 0,759 0,847
Eco-Innovation 0,858 0.898
Firm Performance 0,775 0,857

Source: Data, processed 2019.

The indirect effect test aims to find out the mediation of eco-innovation on the influence of a firm'’s
capability, human resources, regulations, and market pressures on firm performance. The indirect effect
test is carried out using simultaneous indirect estimation with triangle partial least square (PLS) model.
The following are the results of testing the hypothesis in this study

Table 4: Hypothesis Testing Result

Direct Effect before Entering Mediation Variabel

Relationship between Variabels Path Coefficient p-value
CAP -> KP 0,247 0,003
TP -> KP 0,463 <0,001

Direct Effect after Entering Mediation Variabel
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Relationship between Variabels Path Coefficient p-value
CAP -> KP 0,098 0,145
CAP -> IBL 0,859 <0,001
TP -> KP 0,348 <0,001
TP -> IBL 0,759 <0,001
IBL -> KP 0,481 <0,001
Indirect Effect

Relationship between Variabels Path Coefficient p-value
CAP -> IBL -> KP 0,413 <0,001
TP -> IBL -> KP 0,123 0,030

Source: Data, processed 2019.

DISCUSSION

Hypothesis 1 stated that eco-innovation mediates the effect of a firm’s capability on firm performance.
The results of the statistical test show that eco-innovation is able to mediate the effect of a firm’s
capability on firm performance so that H1 is accepted. It can be concluded that increasing the firm'’s
capability to increase corporate awareness to do eco-innovation so that an increase in awareness to do
eco-innovation has an impact on improving firm performance.

The result showed that the business unit manager at SIER was careful in allocating resources for
the production process resulting in increased production efficiency. The capability of firm management to
streamline the management of these resources formed a firm’s capability. Business unit managers at SIER
were able to manage the firm’s resources so that the firm is able to create new processes or products that
are difficult to imitate. The process to streamline resources encouraged business unit managers to be
more active in creating processes and products that are eco-friendly. Efforts of business unit managers to
implement processes and products more efficiently are due to resource efficiency that will improve firm
performance. This is because new processes and products created will reduce the production costs that
will increase financial performance.

Hypothesis 2 stated that eco-innovation mediates the effect of firm performance on market
pressure. The result of the statistical test showed that eco-innovation is able to mediate the influence of
market pressure on firm performance so that H2 is accepted. It can be concluded that as the market
pressure increases, the awareness to carry out eco-innovation will also increase so that the increase in
awareness to carry out eco-innovation has an impact on improving firm performance.

Consumers put great pressure on firms to manage the environment in the production process.
Many Indonesians are aware of the importance of preserving the environment by reducing the use of
items that are easily thrown away or potentially cause waste. This requires firms to create products that
are also eco-friendly. The firm’s management will strive to create eco-innovation as uniqueness in the
products offered by the firm to consumers (Kammerer, 2009). Firms that succeeded in creating a product
that meets the consumer’s interest will drive the consumer to buy the products so that the firm
performance will increase along with the sales.

Besides, shareholders also exert great pressure on firms to carry out environmental
management. Environmental management by the firm can be in the form of eco-innovation. Shareholders
were aware that by doing eco-innovation, it could reduce the production costs that will impact the firm’s
finance. The decreased in the use of raw materials and energy in the production process will have an
impact on the decline in the firm’s operating expenses (Bossle et al, 2016; Loucanova et al,, 2015).
Shareholders realized that more Indonesians wanted to use eco-friendly products, so shareholders will
encourage firm management to do eco-innovation. Efforts to create new processes or products in the
production process with environmental aspects were one of how firm management had an impact on the
declining use of raw materials for production and energy use in the production process (Bossle et al,
2016; Loucanova et al,, 2015). A decrease in a firm’s operating expenses as long as an increase in a firm’s
sales volume will have an impact on increasing profits generated by the firm.

Trade unions, environmental organizations, and community groups are also one of the drivers of
the firm in conduction eco-innovation (Bossle et al, 2016). The result showed that the existing
organizations began to campaign for environmental preservation by encouraging people to participate in
managing the environment. Organizations in the community will always see and monitor the extent to
which environmental management is carried out by the community. The firm is part of the community
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environment, so the supervisory mechanism of the organization would make firm management
participate in protecting the environment by implementing eco-innovation.

The pressure to make eco-innovation comes from competitors (Bossle et al.,, 2016; Hojnik and
Ruzzier, 2016). The strategy to make environmental aspects as a marketing strategy is a unique method
that is difficult to imitate by competitors. Mazzanti (2018) stated that the benefits of an eco-innovation
include increasing the firm’s reputation compared to its competitors. High market pressure will force top
management to put more effort into making eco-innovation to create new a niche market. An increase in a
new niche market on hardly imitated products will make it easier for firms to determine the price levels
that apply to newly created products (Bossle et al., 2016; Hojnik and Ruzzier, 2016; Loucanova et al,,
2015). Market pressure encourages top management to be more creative in creating new products that
are eco-friendly and difficult to imitate by competitors so that firms will easily determine the price levels
of applicable products and enter market segmentation (Kammerer, 2009). This condition increased in
sales volume and reduce production costs (Hojnik and Ruzzier, 2016; Kammerer, 2009).

CONCLUSION

The results of this study indicate that eco-innovation is able to mediate the effect of a firm’s capability on
firm performance. So, the higher the firm’s capability to manage its resources, the firm’s eco-innovation
will increase, and the firm performance will also increase.
The results of this study indicate that eco-innovation is able to mediate the influence of market pressure
on firm performance. The greater the market pressured faced by the firm, the firm’s eco-innovation will
increase, and then the firm performance will also increase.

REFERENCES

Antoni, Z. L, Rootman, C, & Struwig, F. W. (2019). The influence of Parental Financial Socialisation
Techniques on Student Financial Behaviour. International Journal of Economics and Finance
Studies, 11(2), 72-88.

Adle, A. A, & Akdemir, 0. (2019). Achieving Competitive Advantage In Technology Based Industry: How
Developing Intellectual Capital Matters. International Journal Of Ebusiness And Egovernment
Studies, 11(2), 89-103.

Bocker, L., & Meelen, T. (2017). Sharing for people, planet or profit? Analysing motivations for intended
sharing economy participation. Environmental Innovation and Societal Transitions, 23, 28-39.
https://doi.org/https://doi.org/10.1016/j.eist.2016.09.004

Bomani, M., Fields, Z., & Derera, E. (2019). The Role of Higher Education Institutions in the Development
of SMEs in Zimbabwe. International Journal of Business and Management Studies, 11(2), 1-15.

Bossle, M. B., De Barcellos, M. D., & Vieira, L. M. (2016). Why food companies go green? The determinant
factors to adopt eco-innovations. British Food Journal, 118(6), 1317-1333.
https://doi.org/http://dx.doi.org/10.1108/BF]-10-2015-0388

Brohman, M. K, Piccoli, G., Martin, P., Zulkernine, F., Parasuraman, A., & Watson, R. T. (2009). A design
theory approach to building strategic network-based customer service systems. Decision Sciences,
40(3), 403-430.https://doi.org/https://doi.org/10.1111/j.15 40-5915.2009.00242.x

Carrillo-Hermosilla, J., Del Rio, P., & Konnola, T. (2010). Diversity of eco-innovations: Reflections from
selected case studies. Journal of Cleaner Production, 18(10-11), 1073-1083.
https://doi.org/10.1016/j.jclepro.2010.02.014

Chen, Y.-S., & Chang, C.-H. (2013). Towards green trust: The influences of green perceived quality, green
perceived risk, and green satisfaction. Management Decision, 51(1), 63-82.
https://doi.org/https://doi.org/10.1108/00251741311291319

Chen, Y.-S,, Chang, C.-H., & Wu, F.-S. (2012). Origins of green innovations: the differences between
proactive and reactive green innovations. Management Decision, 50(3), 368-398.
https://doi.org/https://doi.org/10.1108/00251741211216197

Costantini, V., Crespi, F., Marin, G., & Paglialunga, E. (2017). Eco-innovation, sustainable supply chains and
environmental performance in European industries. Journal of Cleaner Production, 155, 141-154.
https://doi.org/https://doi.org/10.1016/j.jclepro .2016.09.038

Deegan, C. (2002). Introduction: The legitimising effect of social and environmental disclosures-a
theoretical foundation. Accounting, Auditing & Accountability Journal, 15(3), 282-311.
https://doi.org/https://doi.org/10.1108/09513570210435852

464|GILANG PUSPITA The Mediating Effect of Eco-Innovation on the Influence of

Firm’s Capability and Market Pressure to Firm Performance



Del Brio, J. A, & Junquera, B. (2003). A review of the literature on environmental innovation management
in SMEs: implications for public policies.  Technovation, 23(12), 939-948.
https://doi.org/https://doi.org/10.1016/S0166-4972(02)00036-6

DiMaggio, P. ]., & Powell, W. W. (1983). The iron cage revisited: Institutional isomorphism and collective
rationality in  organizational fields. @ American  Sociological = Review, 147-160.
https://doi.org/10.2307/2095101

Dixon, S. E. A, & Clifford, A. (2007). Ecopreneurship-a new approach to managing the triple bottom line.
Journal of Organizational Change Management, 20(3), 326-345.
https://doi.org/https://doi.org/10.1108/09534810710740164

Dowling, ]., & Pfeffer, ]. (1975). Organizational legitimacy: Social values and organizational behavior.
Pacific Sociological Review, 18(1), 122-136. https://doi.org/https://doi.org/ 10.2307/1388226

Economics, D. D. of. (2009). OECD economic outlook. Organisation for Economic Co-operation and
Development.

Eiadat, Y., Kelly, A, Roche, F., & Eyadat, H. (2008). Green and competitive? An empirical test of the
mediating role of environmental innovation strategy. Journal of World Business, 43(2), 131-145.
https://doi.org/https://doi.org/10.1016/j.jwb.2007.11.012

Freeman, R. B,, & Medoff, ]. L. (1984). What do unions do. Indus. & Lab. Rel. Rev., 38, 244.

Friedman, A. L, & Miles, S. (2006). Stakeholders: Theory and practice. Oxford University Press on

Demand.
Gunday, G., Ulusoy, G., Kilic, K., & Alpkan, L. (2011). Effects of innovation types on firm performance.
International Journal of Production Economics, 133(2), 662-676.

https://doi.org/https://doi.org/10.1016/j.ijpe.2011.05.014

Hart, O. (1995). Corporate governance: some theory and implications. The Economic Journal, 105(430),
678-689.

Hojnik, J., & Ruzzier, M. (2016). What drives eco-innovation? A review of an emerging literature.
Environmental Innovation and Societal Transitions, 19, 31-41. https://doi.org
/https://doi.org/10.1016/j.eist.2015.09.006

Horbach, ], Rammer, C., & Rennings, K. (2012). Determinants of eco-innovations by type of environmental
impact - The role of regulatory push/pull, technology push and market pull. Ecological Economics,
78,112-122. https://doi.org/10.1016/j.ecolecon2012.04.005

Kammerer, D. (2009). The effects of customer benefit and regulation on environmental product
innovation.: Empirical evidence from appliance manufacturers in Germany. Ecological Economics,
68(8-9), 2285-2295. https://doi.org/https://doi.org/10.1016/j.eco lecon.2009.02.016

Korhonen, ]. (2001). Four ecosystem principles for an industrial ecosystem. Journal of Cleaner
Production, 9(3), 253-259. https://doi.org/https://doi.org/10.1016/5S0959-6526(00)00058-5

Lin, C.-Y., & Ho, Y.-H. (2011). Determinants of green practice adoption for logistics companies in China.
Journal of Business Ethics, 98(1), 67-83.

Loucanova, E., Parobek, J., Kalamarova, M., Palus, H., & Lenoch, J. (2015). Eco-innovation performance of
Slovakia. Procedia Economics and Finance, 26, 920-924.
https://doi.org/https://doi.org/10.1016/52212-5671(15)00906-5

Marin-Vinuesa, L. M., Scarpellini, S., Portillo-Tarragona, P., & Moneva, ]. M. (2018). The Impact of Eco-
Innovation on Performance Through the Measurement of Financial Resources and Green Patents.
Organization & Environment, 1086026618819103.
https://doi.org/https://doi.org/10.1177/1086026618819103

Mazzanti, M. (2018). Eco-innovation and sustainability: dynamic trends, geography and policies. Journal
of Environmental Planning and Management, 61(11), 1851-1860.
https://doi.org/https://doi.org/10.1080/09640568.2018.1486290

Meyer, ]. W., & Rowan, B. (1977). Institutionalized organizations: Formal structure as myth and ceremony.
American Journal of Sociology, 83(2), 340-363.

Murphy, P. R, & Poist, R. F. (2003). Green perspectives and practices: a “comparative logistics” study.
Supply Chain Management: An International Journal, 8(2), 122-131.
https://doi.org/https://doi.org/10.1108/13598540310468724

O’Donovan, G. (2002). Environmental disclosures in the annual report: Extending the applicability and
predictive power of legitimacy theory. Accounting, Auditing & Accountability Journal, 15(3), 344-

371.
Rehfeld, K.-M., Rennings, K., & Ziegler, A. (2007). Integrated product policy and environmental product
innovations: An empirical analysis. Ecological Economics, 61(1), 91-100.

https://doi.org/https://doi.org/10.1016/j.ecolecon.2006.02.003
Scott, P. (1995). The meanings of mass higher education. McGraw-Hill Education (UK).

465|GILANG PUSPITA The Mediating Effect of Eco-Innovation on the Influence of

Firm’s Capability and Market Pressure to Firm Performance



Scott, W. R. (1987). The adolescence of institutional theory. Administrative Science Quarterly, 493-511.

Seebode, D., Jeanrenaud, S., & Bessant, ]. (2012). Managing innovation for sustainability. R&D
Management, 42(3), 195-206. https://doi.org/https://doi.org/10.1111/j.1467-9310.2012.00678.x

Statistik, B. P. (2016). Statistik Lingkungan hidup indonesia.

Weng, M.-H., & Lin, C.-Y. (2011). Determinants of green innovation adoption for small and medium-size
enterprises (SMES). African Journal of Business Management, 5(22), 9154-9163.
https://doi.org/10.5897 /A]BM11.273

466|GILANG PUSPITA The Mediating Effect of Eco-Innovation on the Influence of

Firm’s Capability and Market Pressure to Firm Performance



