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Abstract: This paper aims to study the relationship between corporate social responsibility and
environmental performance in Yemeni small and medium industrial enterprises. Based on a research
framework, a self-questionnaire was used to collect data from a sample of 220 owners/managers of
small and medium enterprises. The empirical results reveal that there is a significant positive
relationship between four dimensions of corporate social responsibility (suppliers, environment, human
resource management, and society) and the environmental performance of Yemeni SMEs, in contrast,
there is one dimension of corporate social responsibility (investors), and its results showed no

relationship with environmental performance.
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1. Introduction

Several decades ago, professionals in the industrial sector, policymakers focused on environmental
issues, scholars, and business professionals exhibited a lack of concern towards the environment due
to their belief that the production of commodities within their respective organizations had no impact
on the natural surroundings. The issue of environmental decline or deterioration has emerged as a
global concern. In contemporary times, a consensus has emerged among industrial practitioners,
environmental policymakers, businessmen, and scholars on the factors contributing to environmental
degradation, including climate change, air emissions, escalating water and air pollution, depletion of
resources, and the utilization of hazardous chemicals (Al-Swidi et al., 2022, 2023). According to Ma
et al. (2020), the year 2018 is widely recognized as the warmest year on record due to the
aforementioned environmental concerns. Organizations face significant demand from stakeholders to
reduce the environmental impact resulting from their manufacturing activities (Yu et al., 2017). In light

of the numerous documented environmental concerns, it is imperative for companies to prioritize their
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efforts towards environmental preservation and conservation initiatives. The focus on environmental
concerns has been a significant driving force for professionals and researchers in the industrial sector
over the past few decades (Al-Hakimi et al., 2022a; Melay et al., 2017; Vallaster et al., 2019). From an
academic perspective, scholars are increasingly shifting their focus from broad discussions to specific
concepts such as green human resource management (HRM) practices (Singh et al., 2020), competition
in green supply chains (Wu and Kung, 2020), green bonds (Tolliver et al., 2020), and green innovation
(Singh et al., 2020; Zhang et al., 2020). The global business landscape has witnessed tremendous
transformations in response to the intensifying competitive milieu. In addition to the pursuit of
profitability and competitive advantage, it is imperative to assume responsibility for the environmental
consequences. Therefore, the present study focuses on the predictors that assess environmental
performance. The environmental impact of manufacturing enterprises is significant, as the
manufacturing industry plays a substantial role in contributing to many environmental concerns such
as climate change, waste generation, depletion of natural resources, water pollution, and air pollution.
According to the findings of Zailani et al. (2012), manufacturing enterprises are responsible for
generating pollution and waste that pose a significant threat to the sustainability of life on our planet.
Therefore, the promotion of environmental performance is a crucial requirement for effectively
addressing global concerns.

Furthermore, there has been an increased recognition of the importance of corporate social
responsibility (CSR), necessitating firms to adopt a novel approach that intentionally integrates
environmental, social, and economic dimensions into their activities and plans (Hernandez et al., 2020).
Corporate Social Responsibility (CSR) has garnered significant scholarly interest and is widely
recognized as a crucial phenomenon (Xu et al., 2018). According to research by the Social Investment
Forum in 2014, a total of over 8000 companies across more than 160 countries allocated an investment
of over four trillion dollars towards corporate social responsibility (CSR) programs. According to Hou
(2019), organizations possess the legitimate prerogative to engage in marketing activities aimed at
promoting their products to consumers. However, it is imperative to acknowledge that firms also bear
ethical responsibilities in this regard. According to Hickle (2017), there is a substantial body of
literature indicating that corporate social responsibility (CSR) practices have gained widespread
acceptance on a global scale. Furthermore, the scope of CSR is observed to be expanding continuously.
The philosophy of corporate social responsibility (CSR) holds significant influence and relevance for
contemporary corporations, primarily driven by the increased focus on environmental concerns (Arrive
et al., 2019). Historically, organizations have placed emphasis on financial gain; however,
contemporary trends indicate a change towards prioritizing environmental concerns (Kraus et al.,
2018).

Over the course of several decades, scholars have conducted extensive investigations into the
relationship between financial performance and corporate social responsibility (CSR) (Ali et al., 2020).
However, there has been a notable lack of focus on exploring the role of CSR in the context of

environmental performance (Kraus et al., 2017). Furthermore, some studies have discovered that
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corporate social responsibility (CSR) has a substantial impact on the overall performance of
organizations (Javed et al., 2020; Long et al., 2020). However, it has been argued that corporate social
responsibility (CSR) has not exerted a substantial impact on the performance of organizations (Smith
etal., 2007). Despite the existence of multiple studies that have examined the impact of corporate social
responsibility (CSR) on a firm's performance, academics continue to prioritize investigating this
relationship due to the lack of clear findings. The existing body of literature suggests that the
relationship between corporate social responsibility (CSR) and environmental performance lacks a
definitive conclusion (Galbreath and Shum, 2012).

This paper examines the impact of corporate social responsibility (CSR) practices on the environmental
performance of small and medium enterprises (SMEs). The sample consists of 220 owners/managers
of SMEs who responded to a survey questionnaire. The Smart PLS program was used to analyze the
data and test the hypotheses. The results indicate a significant positive relationship between the
dimensions of CSR and environmental performance. The paper is structured as follows reviews the
relevant literature on CSR, research methodology and data collection; and the findings, discusses their

implications, and offers conclusions.

2. Theoretical background

CSR is an evolving and expanding notion that defies a single or consistent conceptualization. As such,
different interpretations and understandings of CSR exist among scholars and practitioners (Cherian &
Pech, 2017). CSR refers to the deliberate actions undertaken by the company to provide advantages
and contribute to the well-being of the community in which it conducts its business operations. “The
notion of CSR encompasses the engagement of a company with many stakeholders, including but not
limited to the community, environment, employees, customers, suppliers, investors, and other relevant
parties. Organizations can achieve a harmonious alignment of their economic, social, and
environmental objectives through the implementation of CSR initiatives (Hopkins, 2005; Dahlsrud,
2006).” The primary objective of all businesses is to optimize their performance and financial gains.
However, it is imperative for organizations to also take into account the ecological consequences of
their operations. It is important for individuals to acknowledge that their actions have a direct adverse
effect on the environment. This is mostly attributed to the utilization of resources, soil, and energy,
which contribute to pollution through the emission of toxic gases and the release of contaminants into
soil, water, and air throughout the production process (Ienciu & Napoca, 2009).

The formation of diverse environmental protection initiatives can be attributed to a multitude of
circumstances, involving the participation of individuals, groups, and organizations. These factors
encompass the augmentation of company dynamics, market and competitive forces, customer and
consumer expectations, technological advancements, and the growing environmental consciousness
among diverse stakeholders. As a result, certain corporations have been obligated to take on

accountability and engage in these programs (Berber et al., 2019). A corporation that is socially
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responsible not only prioritizes economic objectives but also takes into account environmental
considerations. Hence, it is imperative for managers of such organizations to proficiently evaluate and
oversee the environmental performance of the company. The environmental performance of an
organization is indicative of its commitment and preparedness to undertake environmental
responsibilities (Judge & Douglas, 1998). According to Mari¢, Berber et al. (2021), the notion of CSR
has experienced alterations and revisions over time. As a result, numerous firms are now faced with

demands for more comprehensive adjustments in their approach to societal and environmental matters

(p. 2).
3. Hypothesis Development

CSR is a concept that encompasses the ethical and environmental aspects of business practices. It refers
to the duty of a firm to adopt strategies, decisions, and actions that create value for society at large
(Bowen & Johnson, 1953). CSR has become a global phenomenon in the past few decades, attracting
the attention of researchers and practitioners alike (Xiang et al., 2020). However, CSR lacks a clear
and consistent definition, which poses challenges for empirical research (Orlitzky et al., 2011).

One of the drivers of CSR is the increasing demand for eco-friendly products and services from
customers. Eco-entrepreneurs are those who leverage this opportunity to address environmental issues
in various industries and introduce green innovations to the market (Melay and Kraus, 2012).
Moreover, firms face pressure from various stakeholders, such as competitors, customers, employees,
and governments, to disclose and improve their social and environmental performance (Pekovic and
Vogt, 2020).

In this study, we adopt a three-dimensional approach to CSR, which includes economic, social, and
environmental dimensions (Alvarado, 2008). Previous studies have examined the impact of CSR on
organizational performance and found positive effects (Long et al., 2020; Orazalin, 2020). However,
most of these studies focused on the economic dimension of CSR, while neglecting the environmental

dimension. Therefore, we aim to fill this gap by hypothesizing that:

H1. Suppliers-CSR is positively associated with environmental performance.
H2. Environment-CSR is positively associated with environmental performance.
H3. HRM-CSR positively associated with environmental performance.

H4. Community-CSR positively associated with environmental performance.

HS. Investors-CSR positively associated with environmental performance.
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Figure 1. Research model

4. Methods

4.1. Research population and sample

The main aim of this study is to investigate the small and medium enterprises (SMEs) that are engaged
in the manufacturing industry in Sana'a, Yemen. Based on the research by YMIT (2014), the total
number of these enterprises was documented as 1058. Given the absence of up-to-date or authoritative
demographic data, this study relied on the YMIT report as the primary source for sampling. Consistent
with the recommendation put forth by Roscoe (1975) regarding the appropriateness of a sample size
ranging from 30 to 500 for various research inquiries, this study utilized the table devised by Krejcie
and Morgan (1970) to determine a sample size of approximately 285 small and medium-sized
enterprises (SMEs) chosen through random sampling. The researchers employed a self-administered
questionnaire as a means of gathering the necessary data from the management of small and medium-
sized enterprises (SMEs). The managers included in this study were chosen as the sampling unit based
on their extensive knowledge and expertise of many aspects of their respective organizations. Out of
the total sample size of 285 questionnaires that were issued, 220 questionnaires were returned and were
suitable for analysis. This finding suggests that there was a response rate of 77%. This is a good

percentage compared to the ones reported in earlier research (e.g., Al-Hakimi et al., 2022b).

4.2. Measures

The objective of this study was to investigate the relationships between different constructs by
employing a survey as the primary means of data acquisition. The survey participants' replies were
measured using a five-point Likert scale, which spanned from 1 (indicating strong disagreement) to 5
(indicating strong agreement). The independent variable, CSR, was operationalized through the
utilization of its five components, namely Suppliers, Environment, HRM, Community, and Investors.
The survey instrument was constructed using the findings from the literature study conducted by Rettab

et al. (2009) and Xu and Peng (2018).
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5. Results and discussion

Before testing the study hypotheses, the internal consistency of the questionnaire was assessed by the
researchers by the computation of Cronbach's Alpha, Composite Reliability (CR), and Average
Variance Extracted (AVE) for each component in the model, as depicted in Table 1. The study showed
Cronbach's Alpha values ranging from 0.784 to 0.974, which is above the recommended threshold of
0.7 as proposed by Hair et al. (2017). Composite Reliability, a metric used to assess the internal
consistency of the items within each construct, met the minimum threshold of 0.7 (Hair et al., 2017),
with values ranging from 0.923 to 0.979. The Average Variation Extracted (AVE) is a metric used to
assess the extent to which a latent variable account for variation in comparison to other variables
(Mati¢, 2014, p. 219). The present study observed a range of AVE values, which varied from 0.766 to
0.896. These values the acceptable threshold of 0.5, as suggested by Hair et al. (2017, p. 118). The
results suggest that all constructs satisfied the requirements for both Composite Reliability and

convergent validity.

Table 1. The Reliability and construct reliability and validity

Construct Cronbach's Alpha Composite Reliability AVE
Suppliers 0.879 0.923 0.766
Environment 0.945 0.955 0.896
HRM 0.784 0.934 0.823
Community 0.974 0.943 0.788
Investors 0.923 0.924 0.894
Env. Perf 0.933 0.979 0.867

The results of Discriminatory Validity, as measured by the Heterotrait-Monotrait ratio of correlations
(HTMT) (Ab Hamid et al., 2017), are presented in Table 2. The Hierarchical Trait Model Test (HTMT)
is a quantitative test used to assess the extent to which the components of a construct are distinct and
represent separate underlying constructs. According to Hair et al. (2019), an HTMT result below 0.9 is
considered appropriate. As evidenced by the data presented in Table 2, all values fall below the
threshold of 0.9, so suggesting a significant level of dissimilarity across the components. Based on the
available data, it can be inferred that the Discriminatory Validity requirement is satisfied when

employing the Heterotrait-Monotrait Ratio of correlations (HTMT) method.
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Table 2. Discriminant Validity: (HTMT)

Construct (1) 2) 3) “) 5) (6)
(1) Suppliers
(2) Environment 0.655
(3) HRM 0.498 0.454
(4) Community 0.855 0.787 0.676
(5) Investors 0.565 0.645 0.487 0.765
(6) Env. Perf. 0.665 0.443 0.589 0.664 0.675

The primary aim of this research is to examine the correlation between corporate social responsibility
and environmental performance among SMEs operating in Yemen. Based on the results displayed in
Table 3, a substantial positive correlation is observed between four dimensions of corporate social
responsibility (namely, Suppliers, Environment, HRM, and Community) and the environmental
performance of SMEs in Yemen. The findings of this study are consistent with the research carried out
by Reverte et al. (2016), which demonstrated that the adoption of corporate social responsibility has a
beneficial impact on an organization's environmental performance. The aforementioned conclusion
was derived from an empirical investigation encompassing a representative sample of 133 business
organizations in Spain. In a similar manner, scholarly investigations done in China have shown
evidence that the implementation of CSR initiatives has positive outcomes for society, employees, and
the environment. The aforementioned dimensions have been found to be positively influenced by CSR,
as demonstrated by research conducted by Xu and Peng (2018), Grubor et al. (2020), and Anser et al.
(2020). Suganthi (2020) provided support for the conclusions drawn in their study, which revealed that
the adoption of CSR initiatives had significant positive effects on market outcomes, cost management,

and environmental performance.

Table 3. Mean, Standard Deviation, T-statistics, P-values

Original St. T
H Path Mean p values = Result
Sample Deviation = statistics
H1 Suppliers-CSR — EP 0.703 0.693 0.077 5.273 0.000 | accepted
H2 Environment-CSR — EP 0.523 0.467 0.067 6.656 0.000  accepted
H3 HRM-CSR — EP 0.686 0.783 0.098 7.753 0.000 | accepted
H4 Community-CSR— EP 0.661 0.894 0.088 6.898 0.000 | accepted
HS5 Investors-CSR — EP 0.02 0.565 0.045 1.276 0.07 Rejected

Note: EP= environmental performance

On the contrary, the research revealed that the aspect of social responsibility related to investors did

not demonstrate any statistically significant association with environmental performance.
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Consequently, the fifth hypothesis was deemed invalid. This discovery aligns with the research
outcomes of Hart (1995). The results highlight the absence of a clear cause-and-effect connection
between corporate social responsibility and environmental performance. Nevertheless, it is imperative
for managers and owners to not disregard the importance of corporate social responsibility, given that

previous research has demonstrated its substantial impact in determining company performance.

6. Conclusion

The present study explores a novel framework that enhances the comprehension of the link between
social responsibility and the environmental performance of SMEs in developing countries. Several
firms have invested heavily in environmental protection, which has resulted in rapid popularity, as
environmental awareness among consumers is growing. Consequently, CSR emerged as a global
concept, particularly in prominent companies.

Similar to previous academic investigations, this particular study possesses certain limitations that
warrant more exploration in future research endeavours. This study examined the relationship between
corporate social responsibility and environmental performance in small and medium industrial firms
in Yemen. Therefore, it is recommended that future studies investigate additional intervening and
moderating variables that could potentially influence this association. Furthermore, the present study
was carried out within the framework of small and medium firms. Hence, it is recommended that future
research endeavours broaden their focus to encompass both large-scale firms and even micro-level
organizations. Furthermore, this study relied on data that was gathered from the Republic of Yemen.
Hence, it is recommended that future research endeavours duplicate the aforementioned study in
diverse geographical locations in order to establish the generalizability of the findings. In addition, it
is worth noting that the present investigation primarily concentrated on doing a direct examination of
the relationship between corporate social responsibility and environmental performance. However, it
is recommended that forthcoming research endeavours delve into the potential influence of mediating
or moderating variables on this relationship, as such exploration may lead to more refined and accurate

findings.
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