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Abstract 
The influence of GTL on environmental performance is inspected in this research of 

the banking sector, drawing on data from Bank Alfalah and Bank Al Habib. This 

research examines the role of (i) green corporate social responsibility (CSR), and (ii) 

green human resource management (HRM) activities, such as green capability, 

incentives, and opportunities, as mediators, as well as the influence of environmental 

attitudes as moderators. A quantitative, deductive methodology was considered, and 

data endorsement was done through online and also by physical surveys from 234 

senior and executive-level individuals in Lahore and Islamabad. Smart-PLS was 

employed to analyze the data. It was declared in the results that GTL significantly 

enhances EP, with green CSR and green HRM practices acting as advantageous 

mediators. Furthermore, environmental views strengthen the relationship between 

GTL and EP. These findings underscore the significance of leadership and human 

resource management (HRM) approaches in attaining sustained organizational 

performance. They provide banking industry management with pragmatic strategies to 

integrate environmental sustainability into their operations. 

 

Keywords: Green practices, Sustainability, NRBV, Green HRM, Green CSR, 

Environmental Beliefs, Environmental Performance, Green Transformational 

Leadership, and Banks.  
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Introduction 

The aspect of sustainable development and environmental conservation has gained 

much attention in the global platform hence causing a high emphasis on 

environmental leaders in all organizations. Ideally, the new leadership model that has 

been developed is known as green transformational leadership (GTL), focusing on the 

decentralization of sustainability in the organizational setting. It makes them change 

their behavior in the workplace to sustainable practices, as aimed at under the 

leadership of global environmental norms (Alrowwad et al., 2017). On the way how 

environmental issues meet financial and business solutions in the field of the financial 

industry GTL can take on a rather catalytic role in defining the impact of financial 

institutions on the environment. 

The banking sector across the globe and especially the developing countries such as 

Pakistan raising pressure for proving the sustainability towards environmental 

concerns (Nguyen et al., 2024) Two premier banks of Pakistan include Bank Alfalah 

and Habib Bank Limited, have recently started incorporating green practices into their 

management plans. Such practices include green financing, reduction of carbon 

footprints, and environmental sustainability. However, the effectiveness of these 

endeavors is usually predicated on leadership practices, and the impact that these have 

on the organizational culture and the staff. 

It is important to note that Environmental performance is a serious consideration in 

the measurement of an organization's green activities. Energy efficiency consumption, 

waste minimization, carbon footprint control, and compliance with environmental 

laws are some examples of EESM (Nguyen et al., 2024). But for the banking sector, 

environmental performance goes a notch higher than just practicing environmentally 

friendly operations, to also include part funding of environmentally friendly projects 

as well as the incorporation of green policies. Hence, high EE is not only a policy 

issue but also an organizational culture change, which GTL can bring, according to 

(Zhao & Huang, 2022). 

With more distance given to Corporate Social Responsibility (CSR) in the past, 

stakeholders have had a strong influence in pushing executive sustainability. Recently, 

Green CSR or segments of CSR are getting more attention where companies 

undertake certain activities in resource conservation, mitigating pollution, green 

charity and other aspects (Bukhari et al., 2021). Green CSR can be understood as a 

middle tier connecting strategic management with environmental outcomes to 

increase organizational legitimacy and sustainability. To banks, the adoption of Green 

CSR is not merely a virtue but a competitive weapon in a cut-throat environment 

(Chen & Chang, 2013). 
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Environmental belief or self-generated attitudes towards the environment, referring to 

the individual’s own belief that the environment must be protected, affects individual 

and organizational behaviors. In general, when the employees and the leaders have a 

positive environmental attitude, they are more inclined to do what is stipulated in the 

goals of environmental sustainability (Nguyen et al., 2024). This alignment can 

enhance the efficacy of GTL in enhancing the environmental performance by 

promoting cohesiveness. Besides, environmental belief is a psychological facilitator 

that encourages someone to participate in a green endeavor. 

Green HRM practices are central responsibilities of each HRM department to ensure 

the smooth cycle of working speed for sustainability. Green HRM practices are 

considered a crucial tool to instill green consciousness and concern among employees, 

which shapes their green attitudes and behaviors. Such behaviors are very dear to 

organizations that are in the effort to score high organizational environmental 

performance (AlKetbi, 2024 #904}. In literature, scholars have argued an innovative 

concept associated with green HRM practices by saying that green HRM practices 

serve as an accelerator for corporate green culture that in turn increases employees' 

motivation, skills and opportunities to participate in the environmental performance 

(Ali et al., 2024). The mentioned three quality drivers under green HRM are derived 

from the Ability-Motivation-Opportunity AMO model.  

 

Literature Review 

Theoretical Background 

The present study is built on the premises of the Natural Resource-Based View 

(NRBV) theory of Hart (1995). This theory is based on the prevention of pollution, 

product stewardship, and sustainable development (Hart, 1995). Researchers have 

pointed out that this theory can help reduce pollution, manage products, and boost 

sustainable development policies in organizations (A. Farrukh et al., 2022). This 

theory is concerned with how organizations may attain a competitive advantage by 

fostering such resources, which promote sustainable development. Similarly, factors 

like GTL and Green CSR have the potential to foster sustainable development in the 

banking sector. This would act as a motivating factor for the banks to invest in GTL 

and Green CSR (Singh et al., 2020).  

Similarly, the study has framed the environmental beliefs as the moderator, which is 

the most significant and core element every person needs, reflecting the most valuable 

resource for an organization in the current era of sustainable performance challenges. 

Here, the NRBV theory serves as a base ground that if managers and employees have 

this worthy asset of environmental beliefs, the organization has a high chance of 

making a massive transformation in its environmental performance indicator. Thus, 

identifying all these synergies and prominent intersections between the core idea of 

NRBV and the key constructs of the study, the NRBV theory was selected as a 

suitable and fine underpinning theoretical framework to support the conceptual idea 

for the present study. 
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Figure 2.1 shows the conceptual framework of the present study. 

 
 

Hypothesis Development 

Green Transformational Leadership and Environmental Performance 

Green Transformational Leadership (GTL) adapts classic transformational leadership 

to the environmental domain: leaders articulate an eco-centric vision, role-model 

sustainable behaviours, and motivate employees to adopt pro-environmental practices 

(i.e., inspiring intrinsic green motives and supporting green initiatives) (Janjua et al., 

2024). Empirical and theoretical studies build on this idea by linking GTL to 

employees’ green self-efficacy, green mindfulness, and green behaviours mechanisms 

through which leaders can influence firm-level environmental outcomes (Le, 2020; 

Niazi et al., 2023). Foundational and recent reviews and empirical papers consistently 

define GTL as a leadership pattern that fosters environmental awareness and 

capability across organizational levels, thereby providing the theoretical basis for 

expecting improved environmental performance under strong GTL (Miao & Cao, 

2019; Niazi et al., 2023). 

A growing body of empirical research reports positive associations between GTL (or 

eco-transformational leadership) and organizational environmental outcomes. Studies 

across contexts manufacturing, SMEs, chemical and pharmaceutical firms, and 

service sectors find GTL positively related to green innovation, green employee 

behaviours, and indicators of environmental performance (Pham et al., 2019; Tosun et 

al., 2022). empirical work in manufacturing and service firms shows GTL fosters 

green innovation and green practices that translate into superior environmental 

metrics (Sobaih, Hasanein, et al., 2022). At the same time, several rigorous recent 

studies indicate that GTL’s effect on environmental performance is often partially or 

fully mediated by organizational practices such as green human resource management, 

green innovation, green climate, or green CSR suggesting GTL frequently operates 

through institutionalized routines and employee capabilities rather than solely via 

direct leader action (Robertson & Carleton, 2018; Sobaih, Hasanein, et al., 2022). 

Therefore, the following hypothesis might be expressed:  
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H1: Green transformational leadership has a significant influence on the 

environmental performance. 

Mediating Role of Green CSR  

Majeed et al. (2023) define Green Transformational Leadership leaders who articulate 

a clear pro-environmental vision, role-model sustainable behaviour, empower 

employees to pursue eco-goals, and intellectually stimulate green problem-solving has 

been increasingly linked to improved organizational environmental outcomes. 

Suganthi (2020) found Empirical studies across sectors (manufacturing, chemical, 

pharmaceuticals, services) show that GTL fosters employee green behaviours, green 

self-efficacy, and green training uptake, which in turn contribute to operational 

improvements such as reduced waste, energy savings, and better regulatory 

compliance (Broccardo et al., 2023). Several recent papers also find that GTL’s direct 

effect on firm-level environmental performance can be modest or become non-

significant once internal organizational practices are accounted for, suggesting that 

GTL often operates by shaping organizational processes and employee capabilities 

rather than producing large direct effects alone (Chatterjee et al., 2022; Malik et al., 

2021).  

Anser et al. (2020) Green CSR is an organizational strategy and set of outward-facing 

practices that embed environmental responsibility into stakeholder engagement, 

supply-chain choices, and public commitments. The CSR → environmental 

performance literature indicates that CSR often improves environmental outcomes 

indirectly by prompting green innovation, clearer environmental strategy, and 

investments in capability rather than via CSR statements alone. Kraus et al. (2020) 

identified a robust and positive correlation between corporate social responsibility 

(CSR) and entrepreneurial performance (EP). Niazi et al. (2023) have significantly 

contributed to Building on these findings, theoretical and empirical work proposes 

and tests Green CSR as a key mechanism through which GTL translates leadership 

vision into firm-level environmental performance: transformational leaders stimulate 

and legitimize CSR investments (e.g., eco-processes, stakeholder programs, green 

reporting), and those CSR activities then generate innovation, stakeholder pressure 

alignment, and resource allocation that improve environmental metrics. Recent 

studies explicitly modeling mediation report significant indirect effects of GTL → 

Green CSR → Environmental Performance, supporting the proposition that Green 

CSR mediates the leadership–performance link and motivating a mediation 

hypothesis for empirical testing Therefore, the following theory is proposed: 

 

H2: Green CSR significantly mediates the relationship between green 

transformational leadership and environmental performance. 

 

Mediating Role of Green HRM 

Green Transformational Leadership (GTL)   leadership that articulates a clear pro-

environmental vision, models eco-friendly behaviour, intellectually stimulates 

employees to solve environmental problems, and empowers followers to pursue 

sustainability goals   has been increasingly theorized and shown to be an important 
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antecedent of firm-level environmental outcomes (Ercantan & Eyupoglu, 2022; 

Opatha & Arulrajah, 2014). Several recent empirical studies report that GTL 

promotes employees’ green awareness, green self-efficacy, and engagement in pro-

environmental behaviours, which are mechanisms by which leadership can influence 

operational environmental metrics such as energy use, waste reduction, and regulatory 

compliance (Masri & Jaaron, 2017; Niazi et al., 2023). Prior research has 

demonstrated that GTL produced significant indirect effects on environmental 

performance via employee empowerment and green training, indicating leadership’s 

influence is often channelled through employee capabilities and behaviours rather 

than producing large direct effects alone (Ruggerio, 2021).  

Green Human Resource Management (Green HRM) comprises HR practices (green 

recruitment, green training and development, performance management tied to 

environmental goals, green rewards/compensation, and employee involvement in 

sustainability) designed to build employees’ ability, motivation, and opportunity for 

pro-environmental action (Niazi et al., 2023; Rawashdeh, 2018). A growing evidence 

base links Green HRM directly to improved environmental performance because 

these practices institutionalize environmental priorities, build green skills, and align 

incentives with eco-outcomes (Awan et al., 2023). Green HRM therefore functions 

both as an internal capability and as the mechanism that translates individual-level 

green behaviours into measurable organisational environmental gains. Informed by 

these insights, the subsequent proposals are proposed: 

 

H3(a): Green HRM practices, as green ability, have a significant positive mediating 

role between GTL and environmental performance.  

H3(b): Green HRM practices, as green motivation, plays significant mediating role 

between green transformational leadership and environmental performance.  

H3(c): GHRM practices of green opportunity cast positive mediating influence on the 

relationship between green transformational leadership and environmental 

performance. 

 

Environmental Belief’s Moderating Role 

Green Transformational Leadership adapts classic transformational leadership 

behaviors vision articulation, role modelling, intellectual stimulation, and 

individualized consideration to the environmental domain, motivating employees and 

shaping organizational priorities toward sustainability (Zhu et al., 2021). GTL has 

been theorized to influence firm-level environmental outcomes by fostering a pro-

environmental climate, encouraging green problem-solving, and legitimizing 

investments in green routines and resources (e.g., training, green policies). Empirical 

work supports these claims: multiple studies report that GTL or environmentally-

specific transformational leadership is positively associated with employee green 

behaviours, green innovation, and downstream environmental outcomes (energy 

efficiency, waste reductions, compliance), although the magnitude of direct effects 

often depends on intervening mechanisms (Kim et al., 2020).  
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A closer reading of recent empirical studies reveals that GTL frequently operates 

indirectly by creating the conditions for organizational practices and resources that 

produce measurable environmental gains (Raineri & Paillé, 2016). Luu (2019) 

contends that GTL had an insignificant direct effect on environmental performance 

once green empowerment, self-efficacy, and green training were included, but a 

strong indirect effect through those mediators, which indicates leadership functions by 

mobilizing employee capabilities and organisational investments rather than 

singlehandedly producing technical improvements. Moreover, Boiral et al. (2018) 

established that sectoral and cross-industry studies (manufacturing, chemical, services) 

show GTL’s positive association with outcome measures is often contingent on 

institutionalization via HRM, CSR, or innovation practices that translate vision into 

action. These findings suggest researchers should expect a positive GTL → EP 

relationship but also test conditional and mediated pathways to explain how 

leadership translates into environmental performance 

H4: Environmental beliefs have a positive moderating role in strengthening the 

impact of green transformational leadership on environmental performance.  

 

Research Gap 

Despite the growing body of research linking Green Transformational Leadership 

(GTL) to environmental outcomes, important gaps remain. Existing studies largely 

confirm that GTL can foster employee green behaviours and organizational 

environmental performance, yet many focus on direct effects or mediating 

mechanisms such as green HRM or green CSR while paying limited attention to 

individual-level boundary conditions. In particular, the moderating role of 

Environmental Beliefs has been underexplored, even though value–belief–norm 

theory suggests that employees’ ecological convictions critically shape their 

responsiveness to leadership cues. Few empirical investigations have tested whether 

the strength of employees’ environmental beliefs amplifies or constrains the impact of 

GTL on firm-level environmental performance, especially in developing-country 

contexts and resource-intensive industries where environmental challenges are acute. 

This gap highlights the need for studies that examine Environmental Beliefs as a 

moderator to clarify when and for whom GTL most effectively drives sustainable 

environmental outcomes. 

 

Methodology 

This study utilizes a positivist perspective and a deductive research methodology to 

assess hypotheses derived from the Natural Resource-Based View (NRBV). Single-

method survey, which is a quantitative study, was executed to examine the 

interconnections between Green Transformational Leadership (GTL), GCSR, GHRM, 

Environmental Beliefs (EB), and Environmental Performance (EP). This study is 

explanatory, focusing on clarifying causal relationships among the constructs through 

hypothesis testing. A cross-sectional time frame was employed, with data collected in 

a single phase from individuals in the banking sector. 
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Population, Sampling, and Data Collection 

The intended audience comprised mid- to senior-level professionals from designated 

branches of Bank Alfalah and HBL in Islamabad and Lahore, anticipated to possess 

knowledge of leadership strategies, CSR activities, and environmental programs. 

Purposive sampling was employed to ensure representation across functional domains 

and hierarchical levels. The surveys were distributed electronically and in print to 

gather data. Participation was optional, and confidentiality and anonymity were 

assured. We received a minimum of 234 valid responses, which satisfied the statistical 

criteria for model testing in accordance with PLS-SEM. 

 

Research Instrument 

The survey tool was created utilizing recognized and validated metrics from previous 

research. The questionnaire comprised three sections: (1) an introduction with study 

description and permission information, (2) demographic inquiries, and (3) measuring 

items for each construct. All terms are restrained on a 5-point Likert scale (1 = 

strongly disagree to 5 = strongly agree). Due to the dependence on previously 

established scales, further pilot testing was considered redundant. 

Data Analysis 

 

Respondents Demographical Data 

The demographic profile of the respondents (N = 234) shows that most of them were 

women (71.4%), while only 28.6% were men. 58.1% of the people had a bachelor's 

degree, 32.1% had an M.Phil. or higher degree, and 9.8% said they had additional 

qualifications. Of those who answered, 34.2% were mid-level employees, 31.6% were 

executives, 17.5% were senior-level staff, and 16.7% were entry-level employees. 

46.6% of the people had between 5 and 10 years of work experience, 35% had less 

than one year, 12.4% had 1 to 5 years, and only 6% had more than 10 years. 

Table 4.1 Reliability and Convergent Validity Assessment 

Latent Constructs  
Cronbach's 

alpha 

Composite 

reliability 

Average 

variance 

extracted 

Environmental Beliefs  0.925  0.943  0.767  

Environmental 

Performance  
0.823  0.876  0.586  

Green Ability  0.907  0.935  0.784  

Green CSR 0.860  0.914  0.781  

Green Opportunity  0.863  0.916  0.785  

Green Transformational 

Leadership   
0.902  0.927  0.719  

Green Motivation   0.829  0.887  0.662  

 

Convergent validity is the third step in the outer reflective model assessment, and it's 

one of the dimensions of construct validity. Convergent validity “implies that a 
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construct includes more than 50% of the indicator’s variance and is being evaluated 

using the AVE statistic” (Hair Jr et al., 2021). The AVE statistic has a standard cut-off 

limit of 0.5 to surpass the convergent validity establishment in the constructs and 

latent indicators (Piedmont, 2024). In the CFA analysis, the results reported that all 

constructs have high AVE values and denoted the idea that convergent validity has 

been established in the constructs. 

 

Discriminant Validity Analysis  

The evaluation of discriminant validity of the constructs using the HTMT criterion, 

and the findings (Table 4.2) indicated that all HTMT values fell below the suggested 

thresholds of 0.85 (Kline, 2011) and 0.90 (Henseler et al., 2015). This signifies that 

each construct is empirically separate from the others and thus multicollinearity issues 

are negligible. The findings demonstrate robust evidence that the measurement model 

attained discriminant validity, validating the constructs' suitability for subsequent 

structural model evaluation. 

 

Table 4.2 HTMT analysis for discriminant validity  

Latent Constructs  1 2 3 4 5 6 7 

Environmental Beliefs  
       

Environmental Performance  0.286  
      

Green Ability  0.136  0.696  
     

Green CSR  0.220  0.812  0.692  
    

Green Opportunity  0.310  0.660  0.493  0.677  
   

Green Transformational 

Leadership   
0.376  0.816  0.707  0.749  0.622  

  

Green Motivation   0.272  0.776  0.677  0.715  0.545  0.786  
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Figure 4.1. Measurement model figure 

 
 

Hypothesis Testing  

The advanced structural equation modeling (SEM) technique was incorporated into 

Smart-PLS for hypothesis testing. The relationships were evaluated at a significance 

level of 0.05 to determine their impact on the environment. Figure 4.1 presents the 

graphical results of the SEM study, while Table 4.2 displays the findings of the route 

analysis.  This study's results indicated that green transformational leadership 

significantly positively influenced environmental performance, with B=0.221 and 

p=0.003<0.05. The following test results demonstrate the effect of the interaction 

term, particularly moderation. The findings demonstrated a significant moderating 

effect of environmental perspectives in amplifying the influence of green 

transformational leadership on environmental performance (B = .107, p = 0.007 < 

0.05). In Smart-PLS, the simple slope analysis demonstrates the moderating effect 

distinctly. This study demonstrates that the convergence of the slopes and the positive 

green line effect at +standard deviation produces a steeper line with a substantial 

beneficial impact. This suggests that when environmental sentiments increase, the 

influence of GTL on EP becomes more significant. Figure 4.1 depicts the simple 

slope plot of environmental belief serving as the moderator in the study.  

 

Table 4.3 Direct and external effects  

Estimated Paths Beta   St.D  
t-

value 

P 

values  

Decision  

Green Transformational Leadership → 

Environmental Performance  
0.221  0.074  2.998  0.003  

Yes 
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Environmental Beliefs X Green 

Transformational Leadership → 

Environmental Performance  

0.107  0.039  2.718  0.007  

Yes 

 

 
Figure 4.2 Simple slope analysis for the moderation of environmental beliefs  

The particular indirect effects in the PLS-SEM study enabled the mediation influences 

of green CSR and green HRM practices. The table below delineates the mediating 

effects, demonstrating that all indirect effects yielded meaningful results. Green CSR 

exerted a substantial mediation effect on the connection between GTL and EP. 

Likewise, the green HRM performs practices of green ability, green opportunity, and 

green motivation demonstrated substantial mediating impacts.  

 

Table 4.4. Indirect Effect Testing (Mediation effects) 

Estimated Paths Beta   St.D  
t-

value 

P 

values  

Accepted   

Green Transformational Leadership → 

Green Opportunity → Environmental 

Performance  

0.061  0.029  2.805 0.038  Yes 

Green Transformational Leadership → 

Green CSR → Environmental 
0.175  0.053 3.282  0.001  Yes 
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Performance  

Green Transformational Leadership → 

Green Ability → Environmental 

Performance  

0.089  0.044  1.996  0.046  Yes 

Green Transformational Leadership → 

Green Motivation → Environmental 

Performance  

0.126  0.049  2.573  0.010  Yes 

  

 
 

Figure 4.3 Structural model graphical view  

 

Conclusion 

In conclusion, this study demonstrates that Green Transformational Leadership (GTL) 

is a critical driver of sustainable outcomes by directly improving environmental 

performance and fostering organizational mechanisms that strengthen this effect. The 

results reveal that GTL not only motivates employees through vision, support, and 

role modeling but also stimulates Green CSR initiatives and Green HRM practices, 

which act as key pathways for translating leadership influence into tangible 

environmental gains. Moreover, the moderating role of Environmental Beliefs 

highlights that leaders and managers with strong ecological values can significantly 

amplify the positive impact of GTL, offering a nuanced understanding of when 

leadership is most effective. By validating these relationships in Pakistan’s banking 

sector, the study enriches the Natural Resource-Based View (NRBV) and provides 

actionable insights for organizations seeking to embed sustainability into their 

leadership, CSR, and HRM strategies. These findings emphasize that cultivating 
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green leadership, institutionalizing CSR and HRM practices, and strengthening 

environmental values among managers are essential steps toward achieving enduring 

environmental performance in emerging economies. 

 

Summary of the Research  

By taking the green initiatives and green practices of Bank Alfalah and Bank AL 

Habib, this study specifically designed its aims to investigate the intricate intersection 

between green transformational leadership and environmental performance. Moreover, 

assessed the mediating impacts of green CSR and green HRM practices, and the 

moderation of environmental beliefs to further steel the connection between green 

transformational leadership and environmental performance To empirically test the 

designed aims, this study was a quantitative strategy that followed the deductive 

approach. The main source of data was a questionnaire, which was disseminated using 

online and physical mediums to the senior, executive and other higher-level 

subordinates of the selected banks. The data collection was performed in the two main 

cities, i.e., Lahore and Islamabad. After getting 234 valid responses, the assembled 

responses were assessed using the advanced features of Smart-PLS. The results found 

that green transformational leadership significantly influences the environmental 

performance. Moreover, the specific indirect effects also showed that green CSR and 

green HRM practices, including green ability, green motivation and green opportunity, 

exhibit a significant positive catalytic role between the main direct path. Similarly, the 

simple slope plot graphically illustrated that environmental beliefs with a +standard 

deviation cast a significant influence on the relationship between GTL and EP. With 

these findings, the study has illuminated the successful leadership and organizational 

HRM practices of the selected banks for anchoring a strong environmental 

performance rank. 

 

Practical Implications 

The study emphasized the importance of environmental beliefs. Those organizations 

and their higher authorities must have high environmental beliefs that they must 

conserve and safeguard the natural resources, and be more eager to participate in and 

integrate green initiatives to boost their environmental performance. In the last, this 

study has extended the practical knowledge about the significance of green CSR for 

increasing environmental performance. CSR is directly associated with organizational 

responsibilities for social prosperity, and banking sector organizations must focus on 

good CSR so that their overall environmental and sustainability performance may 

increase. 

 

Future Suggestions and Limits 

Future researchers can extend the geographical context of this study by investigating 

the tested empirical model in developed countries to present a comparison regarding 

the organizational structure effectiveness, including the leadership styles and the 

green HRM practices of developed countries in achieving sustainable performance.  
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