Beyond Ethical Intentions: Environmental Management, Sustainable Development Goals, and the Quest for Sustainability in Emerging Markets


Abstract
Multinational enterprises (MNEs) increasingly encounter intricate demands to align their ethical commitments with sustainability performance (SP), especially in emerging economies that feature institutional gaps, such as those in the Middle East and North Africa (MENA) region. Drawing on stakeholder theory, this study investigates how ethical practices (EP) and environmental management practices (EMP) influence SP, while examining the adoption of sustainable development goals (SDGs). Using data from 560 MNEs, this study suggests that while EP reflect important moral commitments, they do not necessarily lead to better sustainability outcomes unless translated into concrete environmental actions. SDGs adoption presents both promise and risk. When carefully integrated into governance, SDGs strengthen the impact of EP. When pursued superficially, they can diffuse managerial attention and strain capacity. These findings advance stakeholder theory by emphasizing the need for operational strategies that convert ethical intentions into tangible outcomes, integrating Attention-Based View (ABV) as a micro-foundational complement and recognizing MENA’s institutional heterogeneity as a critical context shaping our results. The study also advances understanding of how global frameworks like the SDGs interact with firm capabilities in complex environments. Practically, it highlights the importance of balancing global ethical aspirations with local operational realities through focused, context-sensitive strategies.
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1. Introduction
Addressing sustainability in emerging markets requires navigating institutional complexity, weak governance, and competing stakeholder demands (Kolk & Rivera-Santos, 2018). Multinational enterprises (MNEs) must align global sustainability expectations with local realities while maintaining operational effectiveness (Park et al., 2014; Burritt et al., 2020; Nielsen et al., 2023). Within this agenda, ethical practices (EP) and environmental management practices (EMP) are widely treated as central dimensions of responsible conduct (Donaldson & Preston, 1995; Freeman et al., 2010; Drempetic et al., 2020), and the Sustainable Development Goals (SDGs) provide a global reference frame for corporate action (Kolk et al., 2017; van Tulder et al., 2021). The Middle East and North Africa (MENA) offers a compelling context given its institutional heterogeneity: many GCC economies pair stronger governance and higher incomes with resource dependence, whereas several non-GCC settings exhibit lower governance and stability and more constrained civic space; conflict-affected environments add further variation. Together, these contrasts heighten the tensions of sustainability implementation (Al-Khouri, 2015; World Bank, 2018; Dimitrova et al., 2020).
Stakeholder theory provides a relevant foundation. It emphasizes that firms build legitimacy and performance by addressing the interests and expectations of diverse stakeholders (Parmar et al., 2010; Bridoux & Stoelhorst, 2014; Jones et al., 2018). Normative accounts stress moral obligations, while instrumental perspectives link engagement to strategic benefits such as risk mitigation and reputation (Donaldson & Preston, 1995; Jones & Felps, 2013; Valentinov & Hajdu, 2021). In emerging markets, however, weak public institutions, underdeveloped regulation, and heterogeneous norms can impede the translation of these premises into improved sustainability performance (SP), amplifying an “intention–realization gap” (IRG) [footnoteRef:1] (Danso et al., 2020; Jamali et al., 2020; Liou & Rao-Nicholson, 2021; Dau & Moore, 2023). As a micro-foundational complement, the Attention-Based View (ABV) highlights managerial attention as a scarce resource that conditions how external pressures are converted into organizational action (Ocasio, 1997; Brielmaier & Friesl, 2023). Yet the firm-level operationalization of ethical commitments remains underexplored (Lucas, 2010; Treviño & Nelson, 2017; Zhang & Ma, 2021; Ren et al., 2023). We address this gap through two research questions: (1) How do ethical practices influence sustainability performance in MENA-based MNEs, and what role do actionable strategies, such as environmental management and SDG adoption, play in this process? (2) How does SDG adoption mediate and/or moderate the relationship between ethical practices and sustainability performance in institutionally complex environments? [1:  IRG refers to the disparity or disconnect between the intentions or goals that individuals, organisations, or policymakers set and the actual outcomes or results that are achieved. It reflects a situation where there is a failure to effectively translate or implement intentions into concrete actions and desired outcomes (Sheeran & Webb, 2016; Dau & Moore, 2023).] 

To examine these questions, we test a stakeholder-theoretic framework that links EP, EMP, SDG adoption, and SP in 560 MENA-headquartered MNEs. Drawing on the ABV, we evaluate direct, mediating, and moderating paths and find: (i) a paradoxical EP–SP association in which ethical commitments do not automatically translate into outcomes; (ii) a positive mediating role of EMP, indicating that operational routines (e.g., environmental supply-chain practices, waste and energy management) are the conduit that converts intent into performance; and (iii) mixed SDG effects, with negative mediation consistent with coordination and attention costs when SDG agendas are broad, but positive moderation when SDGs are embedded in governance, strengthening the EP–SP link. Situated in a heterogeneous MENA context, these results nuance the limits of codifying ethics in institutionally weak settings and the conditions under which global frameworks add value (Pogge & Sengupta, 2015; Valentinov & Hajdu, 2021; Kaptein, 2023).
This study advances stakeholder theory by showing how ethical commitments are, or are not, translated into performance-enhancing actions under institutional constraints (Donaldson & Preston, 1995; Freeman et al., 2010; Jones et al., 2018; Jamali et al., 2020). We also contribute to SDG-integration scholarship by specifying how global frameworks interact with firm capabilities and governance structures, clarifying when SDG adoption supports substance rather than symbolism (van Zanten & van Tulder, 2018; van Tulder et al., 2021; OECD, 2020; Ghauri, 2022; Gutierrez et al., 2022). Finally, by incorporating the ABV, we highlight how limited managerial attention conditions the conversion of intentions into outcomes amid competing sustainability priorities (Ocasio, 1997; Durand & Jacqueminet, 2015; Brielmaier & Friesl, 2023), complementing recent arguments on the ethical paradox and the intention–realization gap in weak institutional environments (Kaptein, 2023; Valentinov & Hajdu, 2021).
The remainder of the paper is structured as follows: Section 2 develops the theoretical background, reviews relevant literature, and presents the hypotheses. Section 3 outlines the methodology and data. Section 4 presents the results. Section 5 discusses theoretical and practical implications and suggests future research directions. Section 6 concludes.
2. Theoretical Background and Hypotheses Development
2.1 Linking stakeholder theory and sustainability performance
Stakeholder theory, in its normative (NST) and instrumental (IST) forms, explains how firms define and justify responsibilities toward affected parties (Donaldson & Preston, 1995). NST emphasizes moral obligations to stakeholders. IST highlights strategic benefits such as reputation, risk reduction, and license to operate (Freeman et al., 2010; Jones et al., 2018). SP reflects the extent to which organizations embed environmental and social responsibilities in strategic decision-making (Khaled et al., 2021; Yildiz Çankaya & Sezen, 2019). For MNEs, aligning stakeholder responsibilities with operational realities is a persistent challenge under multi-stakeholder scrutiny (Park et al., 2014; Burritt et al., 2020; Nielsen et al., 2023).
Stakeholder theory helps explain how firms translate stakeholder claims into SP by balancing ethical obligations and instrumental goals (Freeman, 1999; Gilbert & Rasche, 2008; Schuler et al., 2017; Valentinov & Hajdu, 2021). In many contexts, weak public institutions, underdeveloped regulation, and heterogeneous norms hinder this translation and widen the intention–realization gap (Danso et al., 2020; Jamali et al., 2020; Lashitew, 2021). To connect these high-level obligations and incentives to managerial action, we introduce the ABV as a micro-foundational complement. ABV holds that managerial attention is scarce and shapes which stakeholder claims become salient, how issues are prioritized, and where resources are allocated (Ocasio, 1997; Brielmaier & Friesl, 2023).
By addressing diverse stakeholder expectations, firms can strengthen legitimacy, attract socially responsible investors, and build resilience to regulatory and reputational risks (Jones et al., 2018; Drempetic et al., 2020). At the same time, firms often face tensions between normative commitments and profit-driven imperatives, especially in culturally and institutionally diverse settings (Nielsen et al., 2023). These tensions can complicate SP outcomes and erode trust when transparency and accountability are weak (Danso et al., 2020; Jamali et al., 2020; Lashitew, 2021; Schuler et al., 2017). A stakeholder-theoretic approach therefore provides both a normative rationale and a strategic framework for enhancing SP, particularly when governance practices are context sensitive and align ethical engagement with performance-based goals (Freeman et al., 2010; Valentinov & Hajdu, 2021).
2.2 Linking EP, EMP, and SP
EP, rooted in NST, reflect the moral obligations MNEs have toward stakeholders. These obligations include fair labor standards, anti-corruption initiatives, and community engagement, and extend beyond the pursuit of profit (Jones & Felps, 2013; Lythreatis et al., 2019; Burrit et al., 2020). Context-specific ethical expectations and historical legacies often influence how EP are framed and implemented in emerging markets. Many MNEs in these settings have historically provided public goods and social benefits, such as healthcare, education, and housing, to compensate for underdeveloped public institutions and culturally embedded expectations (Doh et al., 2016; Husted, 2015).
These precedents continue to influence contemporary practices and help MNEs navigate CSR challenges such as child labor, low safety standards, and corruption (Park et al., 2014; Sampath & Rahman, 2019; Kluijtmans et al., 2024). EP influence employee behavior by fostering trust, accountability, and improved organizational outcomes (Key, 1999; Grojean et al., 2004; Waheed & Zhang, 2022). Consumers, managers, employees, and NGOs also exert pressure on MNEs to uphold ethical standards, particularly where public governance is weak (Wu et al., 2015; Waheed & Zhang, 2022; Nielsen et al., 2023). Firms often engage in voluntary activities to enhance societal welfare beyond legal obligations (Singh et al., 2008; Park et al., 2014).
The ethical paradox, where well-intentioned ethical commitments fail to yield positive outcomes, is especially salient in emerging-market institutional voids (Kaptein, 2023). Weak governance, uneven enforcement, and coordination gaps can convert principled pledges into symbolic rather than substantive action (Danso et al., 2020). Recent studies illustrate this slippage. In China’s semiconductor sector, third-party environmental disclosure improves financial performance only under specific organizational and political conditions (Alnafrah et al., 2024). Across countries, AI adoption intended to support sustainability can worsen environmental outcomes once policy or capability thresholds are exceeded, which points to a digital rebound effect and the need for integrated environmental and digital governance (Alnafrah, 2025a). Green-innovation efficiency often follows non-linear paths and underperforms without enabling policies such as green taxes or renewable support, so good intentions require institutional complements (Alnafrah, 2025b). Systems-level resource-management efficiency and digital governance also shape whether ethical and sustainability practices deliver promised benefits (Liu et al., 2024). Governance innovations that improve stakeholder coordination, including blockchain-based incentives, are proposed to address collaboration failures around the SDGs by turning diffuse commitments into monitorable, enforceable actions (Xie et al., 2025). Consistent with Kaptein (2023), these patterns indicate that, even with good intentions, ethical commitments can fail to deliver when managerial systems and institutional supports are weak (i.e., under-realization). EP influence on SP is therefore conditional on governance quality, enforcement capacity, and stakeholder coordination.
CSR can function as a strategic response to institutional voids and as a means to secure legitimacy and a license to operate, particularly in developing-country contexts (Doh et al., 2016). EP therefore play a dual role. They satisfy normative obligations to stakeholders and they support instrumental performance by aligning organizational conduct with sustainability goals (Ruiz-Palomino & Martínez-Cañas, 2014; Waheed & Zhang, 2022). Ethical lapses trigger stakeholder pushback, which prompts firms to adjust CSR strategies and to realign with stakeholder expectations (Park et al., 2014; Yang & Rivers, 2009). In this way, EP shape day-to-day sustainability practices and, over time, can influence SP (Key, 1999; Waheed & Zhang, 2022). We posit the following.
H1: Ethical practices, rooted in obligations to diverse stakeholder groups, significantly influence sustainability performance.
According to Litzinger and Schaefer (1987), EP are aspirational in that they articulate desired ethical norms that often exceed current organizational routines and capabilities, aiming to bridge the gap between “what is” and “what ought to be.” Because these commitments reach beyond what is already institutionalized, high ethical standards can create implementation risks. Intensified scrutiny magnifies minor lapses, and overly ambitious commitments can outpace organizational capacity (Kaptein, 2023). A perceived ethics halo may also dampen oversight, inviting concealment or complacency (Bondy, 2008; Kaptein, 2023; Nielsen et al., 2023; Parboteeah et al., 2024). Converting aspirations into outcomes therefore requires cross-level integration that aligns policies, routines, and governance at operational, tactical, and strategic levels (Svensson & Wood, 2007).
These perspectives highlight inherent tensions in EP and the need for mechanisms that translate intent into performance. EMP play this role and are valued for their performance implications, including compliance with international standards (Schuler et al., 2017). EMP encompass organizational actions that reduce environmental footprints and foster sustainability. Examples include pollution prevention, resource conservation, regulatory compliance, and the integration of sustainable processes into daily operations (Lucas, 2010; Ren et al., 2023). EMP also include strategic initiatives such as environmental training, stakeholder communication, and investments in green technologies to enhance efficiency and reduce impacts (Porter & van der Linde, 1995; Zhang & Ma, 2021). Control systems that integrate ecological and financial metrics further align environmental practices with corporate goals and support systematic oversight and adaptation (Rehman et al., 2021).
Research supports a strong link between EP and EMP. Ethical leadership fosters a culture of sustainable decision-making and accountability, which promotes innovative approaches to environmental management (Colvin et al., 2020; Zhang & Ma, 2021). Managers who view environmental priorities as part of their ethical commitments are more likely to adopt cleaner production technologies proactively (Russo & Fouts, 1997; López-Gamero et al., 2008). Stakeholder pressures from NGOs, consumers, and employees also drive firms toward EMP, aligning EP with expectations for environmental responsibility (Shahzad et al., 2020). This alignment helps firms balance proactive and reactive pollution-prevention methods and meet sustainability objectives effectively (Klassen & Whybark, 1999; López-Gamero et al., 2008).
On the other hand, EMP enhance SP through cost reduction, improved reputation, and higher employee morale (Sharma & Vredenburg, 1998; Lannelongue et al., 2017; Longoni et al., 2018; Yildiz Çankaya & Sezen, 2019; Zhang & Ma, 2021). Investments in pollution-prevention technologies lower material and energy use, improving operational efficiency and long-term performance (Porter & van der Linde, 1995; Lucas, 2010). EMP also foster innovation by embedding environmental objectives in strategy, strengthening stakeholder collaboration, and building knowledge resources that support competitive advantage (Lucas, 2010; Russo & Fouts, 1997). In addition, EMP mitigate risk by improving relationships with external stakeholders and reducing regulatory and reputational exposure (Stefan & Paul, 2008; Shahzad et al., 2020).
However, the performance payoffs of EMP are not linear; they depend on how practices are configured and integrated (Schaltegger & Synnestvedt, 2002). Evidence shows that broad adoption can exhibit an inverted U-shape with performance, while deeper integration tends to improve outcomes, partly via green innovation (Zhang & Ma, 2021). Excessive EMP can also strain resources and yield diminishing returns, especially when ambitious goals require major technological shifts and organizational change (Schaltegger & Synnestvedt, 2002; Zhang & Ma, 2021). Moving from reactive to proactive prevention often needs sizable investments in green technologies, employee training, and management-system reconfiguration, which calls for careful sequencing and strategic planning (Longoni et al., 2018; López-Gamero et al., 2008). In emerging markets, context-specific approaches that balance global standards with local conditions are essential. Firms must account for institutional and regulatory variation and use EMP to build resilience and adaptability amid environmental and market volatility (Arora & De, 2020; Jamali et al., 2020; Ren et al., 2023). EMP therefore act as a mechanism that operationalizes ethical intent into tangible sustainability outcomes by converting broad ethical commitments into specific routines, investments, and controls. This leads to the following hypothesis: 
H2: Environmental management practices mediate the relationship between ethical practices and sustainability performance, operationalizing ethical commitments into practical actions that enhance sustainability outcomes.
2.3 The Role of SDGs Adoption by MNEs
The SDGs, established by the United Nations in 2015, provide a universal framework comprising 17 interconnected goals to address global challenges, including poverty, inequality, climate change, and environmental degradation (United Nations, 2015). These goals, which form the foundation of Agenda 2030, encompass economic, social, and environmental dimensions, providing a comprehensive roadmap for global development (Kolk et al., 2017; van Tulder et al., 2021; van Tulder & van Mil, 2023). Unlike earlier sustainability frameworks, the SDGs follow a principles-based approach, guided by overarching principles such as “no one left behind” and dimensions of People, Planet, Prosperity, Peace, and Partnership (Nonet et al., 2022). Given their global reach and innovative capacity, MNEs play a crucial role in embedding SDGs into their strategies (van Tulder et al., 2021; Nielsen et al., 2023).
Achieving these goals requires active participation and collaboration among MNEs, governments, and societal stakeholders to foster inclusivity and equity (Ghauri, 2022). Nonetheless, the effectiveness of SDG adoption in institutionally weak emerging markets remains understudied, particularly concerning sustainability practices (Liou & Rao-Nicholson, 2021). By aligning their corporate objectives with the SDGs, firms can enhance their legitimacy and reinforce stakeholder trust, signaling their dedication to societal and environmental responsibilities (van Tulder et al., 2021; Wiessner et al., 2023). Literature identifies multiple factors influencing corporate SDG integration, including institutional environments, industry norms, organizational culture and leadership (van Zanten & van Tulder, 2021; de Almeida et al., 2023). Santos and Silva Bastos (2020) highlight ethical, economic, and contextual motivations as determinants shaping firms' SDG strategies. This multi-level understanding is critical for operationalizing SDGs effectively in challenging institutional contexts.
However, global progress on SDGs has stalled or regressed in many areas since 2020 (United Nations, 2024). Critics emphasize that corporate engagement with SDGs frequently appears more symbolic than substantive, aiming primarily at enhancing legitimacy and reputation (van der Waal & Thijssens, 2020). This symbolic approach risks producing superficial partnerships, labelled “rainbow washers,” where companies engage in nominally meaningful collaborations but fail to deliver substantive outcomes due to insufficient governance or misaligned objectives (Gutierrez et al., 2022). Such superficial engagement widens the IRG, leaving ethical commitments and sustainability goals unfulfilled amid resource constraints, conflicting priorities, and institutional weaknesses (Dau & Moore, 2023; Nonet et al., 2022; Pogge & Sengupta, 2015).
Wicked problems (i.e., interconnected, complex issues without straightforward solutions) further complicate SDG implementation, such as tensions between profitability and sustainability or conflicting stakeholder demands (Alexander et al., 2022; Liou & Rao-Nicholson, 2021; van Tulder & Keen, 2018). Addressing these challenges requires collaborative regulatory frameworks and incentive structures supporting strategic alignment with global sustainability demands, ensuring marginalized perspectives inform sustainability decisions and promote equitable outcomes (Ghauri, 2022; Menton et al., 2020).
Effective SDG adoption encourages MNEs to set clear, actionable sustainability targets, which in turn influence EMP. Through initiatives such as pollution prevention, resource optimization, and sustainable process integration, firms can directly operationalize SDG commitments, simultaneously addressing environmental concerns and social equity (Lucas, 2010; Menton et al., 2020; Ren et al., 2023). Justice-oriented EMP frameworks, in particular, facilitate equitable distribution of environmental benefits and burdens, aligning with broader SDG objectives (Cugueró-Escofet & Fortin, 2014). Moreover, adopting SDGs heightens the stakeholder pressure on firms, intensifying expectations for measurable, accountable environmental actions that align with global sustainability benchmarks (Shahzad et al., 2020). Such practices enable firms to effectively bridge aspirational commitments and tangible outcomes, thereby enhancing SP through cost savings, improved reputation, and increased employee morale (Sharma & Vredenburg, 1998; Zhang & Ma, 2021).
Nevertheless, achieving SDG objectives remains challenging, particularly for MNEs in the Global South, facing constraints such as limited resources and weak institutional frameworks (Liou & Rao-Nicholson, 2021; Nilsson & Fougère, 2024; van Zanten & van Tulder, 2018). Research identifies several mechanisms through which SDGs impact corporate sustainability strategies, including governance diversity in sustainability committees (Zampone et al., 2024), government-supported green innovation (Ullah et al., 2023), and board-level initiatives targeting specific sustainability outcomes (Toukabri & Mohamed Youssef, 2023). 
Furthermore, the SDGs have demonstrated moderating roles in digital reputation management, innovation strategies, and the influence of financial inclusion on sustainable outcomes (Barkat et al., 2024; Opazo-Basáez et al., 2024; Rosamartina et al., 2022). These mixed effects highlight the complexity of aligning SDG objectives with corporate practices, underscoring the necessity of a deeper examination into how SDG adoption interacts with EP and EMP. Therefore, this study aims to explore the mediating and moderating roles of SDG adoption in the relationship between EP, environmental management, and corporate sustainability outcomes. Based on these considerations, we propose the following:
H3: MNEs' adoption of the SDGs mediates the relationship between ethical practices and sustainability performance, facilitating the translation of ethical commitments into measurable sustainability outcomes.
H4: MNEs' adoption of the SDGs mediates the relationship between environmental management practices and sustainability performance, integrating environmental initiatives with global sustainability objectives.
H5: MNEs' adoption of the SDGs moderates the impact of ethical practices on sustainability performance, amplifying their alignment with global sustainability goals.
H6: MNEs' adoption of the SDGs moderates the impact of environmental management practices on sustainability performance, amplifying their contribution to sustainability outcomes.
3. Materials and Methods
3.1 Sample and Method Overview
To test our research model (Fig.1), we analyze a sample of 560 MNEs operating across Consumer Goods, Energy and Resources, Financial Services, Healthcare, and Technology using calendar-year 2023 data from Refinitiv (LSEG)[footnoteRef:2]. Table 1 provides the distribution of sampled MNEs by industry and country. This broad inclusion enables a comprehensive view of how firms confront cross-industry sustainability challenges while aligning EP, EMP, and SP, and it allows us to study the roles of SDG adoption as both mediator and moderator among these constructs. Prior studies emphasize both the opportunities and complexities of integrating SDG frameworks into corporate strategy, particularly under diverse institutional conditions (Liou & Rao-Nicholson, 2021; Nilsson & Fougère, 2024; van Tulder & van Mil, 2023).  [2:  Refinitiv’s extensive dataset covers more than 12,500 companies globally, with over 800 ESG metrics, representing over 90% of global market capitalization, offering detailed insights into corporate practices.] 

[image: ]
Figure 1. Research Model.
Following UNCTAD’s FDI-based criterion for identifying foreign affiliates[footnoteRef:3], we focus on MENA-headquartered multinational enterprises and exclude purely domestic firms to foreground global–local tensions in sustainability management. To assess potential selection bias from restricting the sample to MNEs, we estimated a Heckman two-stage model; the inverse Mills ratio was not significant, indicating no detectable selection bias. We also tested industry fixed effects via dummy variables; coefficients were non-significant and results were unchanged, so we report the baseline model without industry dummies. Refinitiv reports many items as both a binary adoption indicator and a scaled 0–100 score. For construct clarity and cross-country comparability, we operationalize [3:  Per UNCTAD, a foreign affiliate is typically identified by a direct investment stake of at least 10% of voting power or ordinary shares, indicating a lasting interest and some control. A parent firm that owns at least one such affiliate is treated as a transnational corporation/multinational enterprise. In our sample, firms are classified as MNEs when they are headquartered in MENA and disclose at least one foreign affiliate consistent with this threshold.] 
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Table 1. Distribution of MNEs by Country and Industry
	Country\ Industry
	Real Estate
	Consumer Goods
	Energy and Resources
	Financial Services
	Healthcare
	Manufacturing
	Media
	Technology
	Tourism
	Transportation
	Total

	Bahrain
	1
	2
	1
	10
	0
	1
	0
	1
	0
	0
	16

	Egypt
	4
	5
	14
	23
	6
	7
	0
	5
	1
	1
	66

	Iraq
	0
	1
	0
	16
	0
	0
	0
	1
	1
	0
	19

	Israel
	2
	11
	33
	47
	4
	7
	1
	48
	2
	5
	160

	Jordan
	1
	1
	10
	29
	0
	2
	0
	1
	1
	2
	47

	Kuwait
	0
	1
	5
	39
	1
	2
	0
	1
	0
	1
	50

	Lebanon
	0
	0
	0
	3
	0
	0
	0
	0
	0
	0
	3

	Morocco
	1
	2
	1
	4
	0
	0
	0
	1
	0
	3
	12

	Oman
	1
	8
	10
	12
	0
	5
	0
	2
	0
	0
	38

	Palestine
	0
	0
	0
	9
	2
	0
	0
	1
	0
	0
	12

	Qatar
	0
	0
	5
	7
	1
	0
	1
	2
	0
	0
	16

	KSA
	3
	8
	8
	18
	0
	4
	1
	8
	0
	2
	52

	Sudan
	0
	0
	0
	1
	0
	0
	0
	0
	0
	0
	1

	Syria
	0
	0
	0
	7
	0
	0
	1
	1
	0
	0
	9

	Tunisia
	2
	1
	2
	8
	0
	3
	0
	1
	0
	1
	18

	UAE
	0
	4
	7
	22
	0
	0
	1
	7
	0
	0
	41

	Total
	15
	44
	96
	255
	14
	31
	5
	80
	5
	15
	560



EP, EMP, and SDG adoption using binary presence indicators (0/1), while we capture SP with Refinitiv’s three ESG pillar scores (0–100) as indicators of a higher-order performance construct. The observation window is 2023, capturing the post-COVID period.
Given the complex interplay between global sustainability objectives and local operational realities, the MENA region offers a compelling empirical context. MENA countries share many characteristics of the broader Global South—inequality, labor-rights concerns, and social-justice issues—alongside sharp contrasts in wealth and influence and ongoing reform and stabilization efforts (Al-Khouri, 2015; Dimitrova et al., 2020; World Bank, 2018).
Across the sampled MENA countries, governance quality, political stability, resource dependence, civic space, and income levels diverge in patterned ways that are visible in Table 2. GCC economies—Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the UAE—tend to combine higher government effectiveness and political stability with larger natural-resource rents and higher GNI per capita, an institutional bundle associated with clearer administrative capacity, fiscal space, and more formalized managerial systems (Al-Khouri, 2015; World Bank, 2018). In contrast, several non-GCC contexts—including Egypt, Jordan, Lebanon, Morocco, and Tunisia—show lower governance and stability scores, more constrained civic space, and lower income levels, conditions the literature links to higher compliance frictions, uneven formalization, and greater reliance on ad hoc organizational responses (Dimitrova et al., 2020; Lythreatis et al., 2017). Conflict-affected settings (Iraq, Sudan, Syria, Palestine) register the sharpest stability constraints, consistent with region-wide analyses of fragility and macro pressures that complicate longer-term capability building (World Bank, 2018). At the same time, within-region exceptions—for example, Israel combines relatively strong government effectiveness with distinct stability dynamics—underscore that these contrasts are multi-dimensional rather than reducible to a simple GCC/non-GCC divide (Al-Khouri, 2015; Dimitrova et al., 2020). Taken together, country-level data and the cited evidence portray a region that is far from homogeneous, motivating treatment of country characteristics as contextual variation rather than assuming a single “MENA effect.”


Table 2. Institutional Characteristics of Sampled MENA Countries
	Country
	GCC (Y/N)
	Governance[footnoteRef:4] [4:  World Bank WGI “Government Effectiveness” estimate is a standardized score (≈ −2.5 to +2.5; 0 ≈ world average) where higher values indicate more effective public services, policy implementation, and credible government commitment.] 

	Resource rents[footnoteRef:5] [5:  Share of GDP from economic rents on oil, gas, coal, minerals, and forests; higher percentages indicate greater dependence on extractives and exposure to commodity-price volatility.] 

	Civic space[footnoteRef:6] [6:  We use the CIVICUS rating /100: 0–100 score (higher = more open) mapped to categories: Open (80–100), Narrowed (60–79), Obstructed (40–59), Repressed (20–39), Closed (0–19).] 

	Political Stability[footnoteRef:7] [7:  World Bank WGI Political Stability estimate is a standardized score (≈ −2.5 to +2.5; 0 ≈ world average) where higher values indicate greater stability and lower likelihood of violence/terrorism.] 

	GNI per capita[footnoteRef:8] [8:  Gross national income per capita using the Atlas method (current US$), the World Bank’s smoothed dollar measure for income-level classification; higher values indicate higher average income.] 

	N firms

	Bahrain
	Y
	1
	16.6%
	18
	-0
	35,540
	16

	Egypt
	N
	-0
	5.1%
	20
	-1
	3,840
	66

	Iraq
	N
	-1
	43.4%
	18
	-2
	5,920
	19

	Israel
	N
	1
	0.4%
	47
	-1
	54,280
	160

	Jordan
	N
	0
	0.1%
	39
	-0
	4,450
	47

	Kuwait
	Y
	0
	29.3%
	27
	0
	42,030
	50

	Lebanon
	N
	-2
	0.0%
	44
	-2
	3,730
	3

	Morocco
	N
	-0
	0.4%
	43
	-0
	3,760
	12

	Oman
	Y
	0
	29.2%
	23
	1
	20,020
	38

	Palestine
	N
	-1
	0.0%
	13
	-2
	4,310
	12

	Qatar
	Y
	1
	27.3%
	29
	1
	79,430
	16

	Saudi Arabia (KSA)
	Y
	1
	25.6%
	4
	-0
	36,330
	52

	Sudan
	N
	-2
	12.8%
	21
	-2
	640
	1

	Syria
	N
	-2
	6.4%
	6
	-3
	770
	9

	Tunisia
	N
	-0
	2.2%
	37
	-1
	3,850
	18

	United Arab Emirates (UAE)
	Y
	2
	17.6%
	11
	1
	49,020
	41




3.2. Construct Development
Table 3 details the constructs and measures employed to test the conceptual research model. For analysis, we use PLS-SEM, which supports comprehensive modeling of complex relationships among multiple constructs and relies on a nonparametric bootstrap method to assess the statistical significance of relationships (Hair Jr et al., 2020; Kluijtmans et al., 2024; Ringle, 2015). 
Table 3. Constructs, Measures and Descriptions.
	[bookmark: _heading=h.acrh3aef6bm6]Constructs
	Measures
	Descriptions

	Ethical Practices
	EP1
	Improvement Tools Business Ethics: Whether the MNE has implemented specific tools and strategies to enhance ethical practices – does the company have appropriate communication tools to improve general business ethics? 

	
	EP2
	Policy Business Ethics: Whether the MNE has established formal policies to promote and enforce ethical practices –does the company describe in the code of conduct that it strives to maintain the highest level of general business ethics? 

	
	EP3
	Policy Diversity and Opportunity: Has the MNE implemented formal policies to promote diversity and equal opportunity within the organization? Does the company have a policy to drive diversity and equal opportunity?

	Environmental Management Practices
	EMP1
	Environmental Supply Chain Management: Whether the MNE has adopted practices and policies to manage and improve the environmental impact of its supply chain – does the company use environmental criteria (e.g., ISO 14000, energy consumption) in the selection process of its suppliers or sourcing partners? 

	
	EMP2
	Waste Reduction Initiatives: Whether the MNE has implemented initiatives aimed at reducing waste production and improving waste management practices – does the company report on initiatives to recycle, reduce, reuse, substitute, treat or phase out total waste?

	
	EMP3
	Renewable Energy Use: Whether the MNE utilizes renewable energy sources as part of its energy consumption strategy – does the company make use of renewable energy (i.e., renewable energy produced/purchased for its      use only; waste that is converted to energy and is used by the company for their use)?

	Sustainability Performance
	SP1
	Environmental Pillar Score: Evaluation of the MNE's environmental performance by examining its resource use, emissions reduction, and innovation efforts.

	
	SP2
	Social Pillar Score: Evaluation of the MNE's social responsibility through its workforce practices, human rights adherence, community impact, and product responsibility.

	
	SP3
	Governance Pillar Score: Evaluation of the MNE's governance quality by examining its management practices, shareholder relations, and corporate social responsibility strategy.

	SDGs Adoption
	SDG1
	No Poverty: Whether the MNE has adopted initiatives to generate quality employment, provide equal opportunities, and contribute to human capital development to help end poverty in all its forms everywhere.

	
	SDG7
	Affordable and Clean Energy: Whether the MNE, particularly in the energy sector, has adopted practices to ensure access to affordable and clean energy and develop green technologies to tackle pollution.

	
	SDG8
	Decent Work and Economic Growth: Whether the MNE has adopted policies to promote inclusive economic growth, offer decent work for all, integrate SMEs into their value chain, and contribute to inclusive development.

	
	SDG9
	Industry, Innovation, and Infrastructure: Whether the MNE has adopted strategies to build resilient infrastructure, promote inclusive and sustainable industrialization, and foster innovation that incorporates marginalized communities.

	
	SDG10
	Reduced Inequalities: Whether the MNE has implemented measures to reduce inequality within and among countries, focusing on wages, gender, health, and safety, and living standards.

	
	SDG12
	Responsible Consumption and Production: Whether the MNE has adopted practices to ensure sustainable consumption and production patterns, including reducing waste, optimizing resource use, and implementing circular economy initiatives across their value chains.

	
	SDG13
	Climate Action: Whether the MNE has adopted initiatives to take urgent action against climate change and its impacts, using the same environmental standards in developing countries as in their home markets and employing green technologies in their industry.

	
	SDG17
	Partnership for the Goals: Whether the MNE has partnered      with governments and social actors to reduce inequalities and achieve sustainable development in developing countries.

	MNE Size
	REV
	Revenue: The total revenue generated by the MNE, indicating the company's overall size and financial performance.

	Level of Economic Development
	GNI_PC
	GNI per capita: The Gross National Income per capita of the country where the MNE's headquarters is located, categorized into one of four groups: low income, lower middle income, upper middle income, and high income.



3.2.1 Ethical Practices
EP represents a company’s adherence to moral standards in policies, decisions, and stakeholder interactions, a foundational aspect of stakeholder theory emphasizing firms' obligations toward diverse stakeholder groups (Donaldson & Preston, 1995; Parmar et al., 2010). We measure EP using three dimensions: improvement tools for business ethics, business ethics policies, and policies promoting diversity and opportunity. Improvement tools such as whistleblower systems, suggestion boxes, and hotlines empower employees to transparently report unethical behaviors, reinforcing organizational trust and accountability (Jones, 1995). 
Policies on business ethics, often codified in conduct guidelines, ensure alignment with broader stakeholder expectations, discourage harmful practices, and strengthen corporate social responsibility (Jones et al., 2018). Additionally, policies supporting diversity and equal opportunities demonstrate a firm's dedication to procedural fairness and justice, critical for maintaining legitimacy among various stakeholders (Cugueró-Escofet & Fortin, 2014; Gjesdal, 2024). Incorporating diverse perspectives in managerial decision-making provides both epistemic and moral advantages, particularly in addressing complex stakeholder-related challenges, thus strengthening the firm’s legitimacy and ethical credibility (Gjesdal, 2024). Given MNEs' operational complexity, robust ethical frameworks, including explicit anti-corruption measures, are essential to mitigate reputational risks and ensure consistency across institutional contexts (Sampath & Rahman, 2019). 
3.2.2 Environmental Management Practices
EMP reflect strategic corporate actions aimed at reducing environmental footprints, improving firm performance, and supporting social welfare (Schuler et al., 2017). EMP comprises three primary dimensions: environmental supply chain management, waste reduction initiatives, and renewable energy adoption. Firms integrate environmental criteria (e.g., ISO 14000 standards) into supplier selection processes, promoting greener supply chains that enhance environmental and financial outcomes (Longoni et al., 2018; Yildiz Çankaya & Sezen, 2019). Waste reduction practices—including recycling, reuse, and efficiency enhancement—help firms address stakeholder concerns, mitigate operational risks, and achieve cost savings, aligning closely with lean manufacturing principles (Klassen & Whybark, 1999; Zhang & Ma, 2021). 
Transitioning to renewable energy sources optimizes resource usage, facilitates waste-to-energy processes, and aligns corporate production processes with long-term sustainability objectives, thus ensuring resource conservation for future generations (Lucas, 2010; Yildiz Çankaya & Sezen, 2019). Collectively, these dimensions represent MNEs’ strategic capabilities essential for effectively integrating sustainability into core operational processes, responding to social pressures, and driving sustainable performance (Russo & Fouts, 1997; Schuler et al., 2017).
3.2.3 Sustainability Performance
SP captures a firm’s effectiveness in aligning with sustainability objectives through explicit commitments to ESG practices. ESG represents a cornerstone of contemporary corporate social responsibility, encompassing standards and values critical to sustainable business development (Li et al., 2023). Although ESG scores are widely used as accountability measures that benefit investors, stakeholders, and broader society (Tamimi & Sebastianelli, 2017; Clementino & Perkins, 2021; Arayssi et al., 2020; Khaled et al., 2021; Alda, 2021), they also have limitations. Specifically, firm size significantly impacts the availability and depth of ESG data, potentially skewing performance assessments (Drempetic et al., 2019).
Nevertheless, ESG scores are essential indicators of corporate risk, as institutional investors increasingly view low ESG performance as indicative of insufficient risk management and a heightened likelihood of financial distress (Habermann & Fischer, 2023). We adopt the three ESG pillars to measure SP: environmental, social, and governance. The environmental pillar assesses initiatives related to resource efficiency, emissions reduction, and eco-innovation. The social pillar evaluates workforce practices, adherence to human rights standards, community involvement, and responsible product management. Finally, the governance pillar considers management quality, shareholder relations, and transparency in CSR strategies. 
3.2.4 SDGs Adoption
SDG Adoption reflects how MNEs incorporate global sustainability objectives into their strategies and operations, emphasizing EP, environmental responsibility, and stakeholder engagement. The SDGs provide a principles-based framework guiding firms toward addressing interconnected global challenges like poverty, inequality, and environmental degradation (Kolk et al., 2017; United Nations, 2015; van Tulder & van Mil, 2023). For this study, eight SDGs were selected based on their relevance to MNE capacities and direct impacts on sustainability outcomes—SDG1 (No Poverty), SDG7 (Affordable and Clean Energy), SDG8 (Decent Work and Economic Growth), SDG9 (Industry, Innovation, and Infrastructure), SDG10 (Reduced Inequalities), SDG12 (Responsible Consumption and Production), SDG13 (Climate Action), and SDG17 (Partnerships for the Goals). These SDGs closely align with MNEs' roles in fostering economic development, promoting social equity, and implementing environmentally sustainable practices (Ghauri, 2022).
MNEs contribute to SDG 1 by generating employment and alleviating poverty through global operations (Kolk et al., 2017). SDG7 emphasizes transitioning to renewable energy, directly aligning with corporate mandates to minimize ecological impacts, while SDG8 underscores the importance of sustainable labor practices for economic growth (van Zanten & van Tulder, 2021; van Tulder, 2024). Additionally, SDG9 highlights MNE roles in driving industrial innovation and infrastructure development (Leonidou et al., 2024; Williams & Blasberg, 2022), particularly in emerging markets, and SDG10 stresses the importance of reducing inequalities within and across countries through inclusive business practices (Kolk et al., 2017). Moreover, SDG13 calls for actionable corporate commitments to climate action, encouraging emissions reductions and innovation, closely linked with SDG12's emphasis on responsible consumption and production as key sustainability priorities (Ghauri et al., 2021; Leonidou et al., 2024; van Tulder et al., 2021). Finally, collaborative efforts under SDG17 are essential, especially in institutionally weak contexts, to narrow the IRG and achieve tangible sustainability outcomes (Leonidou et al., 2024; Liou & Rao-Nicholson, 2021; Nonet et al., 2022; Williams & Blasberg, 2022). As discussed later in section 4.1, SDG12 was excluded at the analysis level due to a VIF >10, indicating multicollinearity. This suggests SDG12 is often conflated with EMP, potentially diluting distinct contributions in voids where firms prioritize operations over broader goals.
3.2.5 Control Variables
To account for factors influencing the relationships examined in this study, we include two control variables: MNE size and economic development. Firm size, proxied by total revenue, reflects an MNE's financial capacity and ability to implement sustainability initiatives. Larger firms typically have more resources for ESG reporting and sustainability practices, raising concerns about potential advantages in ESG assessments due to resource availability rather than substantive sustainability commitments (Drempetic et al., 2019). The level of economic development, measured by GNI per capita, captures the institutional and economic environment in which MNEs operate. GNI per capita data were sourced from the World Bank and categorized into four groups—low-income, lower-middle-income, upper-middle-income, and high-income—according to 2023 thresholds. Country-level factors such as GNI are especially significant in weaker institutional contexts, where they critically shape firm-level environmental practices (Banerjee et al., 2019).
4. Results
4.1 Reliability and Validity Evaluation
We conducted the analysis using PLS-SEM in SmartPLS. This method was chosen for its capacity to handle complex models and its effectiveness in analyzing reflective and formative constructs (Ringle et al., 2015; Kline, 2023). The findings are presented across reliability and validity evaluation, overall model assessment, and hypothesis testing. The measurement model was evaluated for internal consistency reliability, convergent validity, and discriminant validity. Table 4 presents composite reliability, Cronbach’s alpha, average variance extracted (AVE), and factor loadings for each construct. All constructs met the recommended thresholds, with composite reliability and Cronbach’s alpha exceeding 0.7 and AVE exceeding 0.5 (Hair Jr et al., 2021). For instance, the lowest composite reliability score of 0.844 (for SP) and the lowest AVE score of 0.646 comfortably exceed these thresholds, confirming robust reliability and convergent validity.
Discriminant validity was assessed using the Fornell-Larcker criterion and the Heterotrait-Monotrait (HTMT) ratio[footnoteRef:9]. As shown in Table 5, each construct’s AVE exceeds its squared correlations with other constructs, confirming discriminant validity (Fornell & Larcker, 1981), and HTMT values were below the recommended threshold of 0.85 (Henseler et al., 2015). Indicator cross-loadings are reported in Table 6 and show that each indicator loads more strongly on its intended construct than on any other construct, reinforcing discriminant validity. Additionally, multicollinearity was evaluated using variance inflation factors (VIF), with a threshold of 10 indicating redundancy (Kline, 2023). All constructs showed VIF values below this threshold, except for SDG12, which exceeded 10. Although SDG12 holds implications for MNE contributions to the circular economy (Ghauri, 2022), it was excluded from further analysis to maintain model robustness. The model’s overall fit was assessed using the standardized root mean square residual (SRMR), with the obtained SRMR value of 0.069 falling below the recommended threshold of 0.08, indicating good model fit (Dash & Paul, 2021). [9:  Using both the Fornell-Larcker criterion, as a traditional benchmark, and HTMT provides a robust assessment of discriminant validity, confirming that EP, EMP, SP, and SDG Adoption are distinct constructs (Fornell & Larcker, 1981; Henseler et al., 2015). ] 

4.2 Testing for Overall Measurement and Structural Model
The structural model was tested using 5000 bootstrap samples, as recommended by Hair et al. (2019). To assess the model quality, we evaluated the coefficient of determination (R²), predictive relevance (Q²), standardized path coefficients, and effect sizes (f²). The R² values indicate that the model explains 39.1% of the variance in SP, 59.4% in EMP, and 60.3% in SDG adoption, all exceeding the 0.10 threshold. The Q² scores further validate predictive capability, with values of 0.178 for SP, 0.435 for EMP, and 0.433 for SDG adoption, each above the cut-off of 0 (Geisser, 1974; Stone, 1974). Effect sizes (f²) of 0.02, 0.15, and 0.35 correspond, respectively, to small, medium, and large effects (Cohen, 1988). Collectively, these results confirm the structural model’s robustness and reliability.
Table 4. Internal Consistency, Reliability, and Convergent Validity
	[bookmark: _heading=h.3o8eaexk9ds1]Constructs and Measures
	Factor Loadings
	Composite reliability
	Cronbach’s alpha
	AVE

	Ethical Practices
	

	EP1
	0.887
	0.936
	0.897
	0.829

	EP2
	0.927
	
	
	

	EP3
	0.916
	
	
	

	Environmental Management Practices
	

	EMP1
	0.883
	0.898
	0.830
	0.746

	EMP2
	0.897
	
	
	

	EMP3
	0.809
	
	
	

	Sustainability Performance
	

	SP1
	0.880
	0.844
	0.735
	0.646

	SP2
	0.859
	
	
	

	SP3
	0.653
	
	
	

	SDGs Adoption
	

	SDG1
	0.738
	0.951
	0.939
	0.735

	SDG7
	0.799
	
	
	

	SDG8
	0.948
	
	
	

	SDG9
	0.893
	
	
	

	SDG10
	0.882
	
	
	

	SDG13
	0.898
	
	
	

	SDG17
	0.825
	
	
	









Table 5. Discriminant Validity
	[bookmark: _heading=h.d2q1h3vzda5g]
	1
	2
	3
	4

	Fornell-Larcker Criterion

	1. Environmental Management Practices
	0.864
	
	
	

	2. Ethical Practices
	0.771
	0.910
	
	

	3. SDGs Adoption
	0.760
	0.687
	0.857
	

	4. Sustainability Performance
	0.472
	0.304
	0.443
	0.804

	HTMT

	1. Environmental Management Practices
	
	
	
	

	2. Ethical Practices
	0.835
	
	
	

	3. SDGs Adoption
	0.846
	0.727
	
	

	4. Sustainability Performance
	0.575
	0.361
	0.492
	


























Table 6. Cross-Loadings
	[bookmark: _heading=h.yohmbq5yssvp]
	1
	2
	3
	4

	EMP1
	0.883
	0.690
	0.645
	0.508

	EMP2
	0.897
	0.741
	0.742
	0.366

	EMP3
	0.809
	0.548
	0.570
	0.343

	EP1
	0.606
	0.887
	0.505
	0.326

	EP2
	0.695
	0.927
	0.606
	0.206

	EP3
	0.782
	0.916
	0.734
	0.301

	SDG1
	0.485
	0.429
	0.738
	0.361

	SDG10
	0.605
	0.572
	0.882
	0.336

	SDG13
	0.741
	0.661
	0.898
	0.425

	SDG17
	0.577
	0.565
	0.825
	0.338

	SDG7
	0.584
	0.490
	0.799
	0.326

	SDG8
	0.787
	0.700
	0.948
	0.388

	SDG9
	0.720
	0.647
	0.893
	0.466

	SP1
	0.471
	0.246
	0.401
	0.880

	SP2
	0.370
	0.318
	0.446
	0.859

	SP3
	0.252
	0.147
	0.152
	0.653



4.3. Hypothesis Testing
Given that the conceptual model includes mediation and moderation, we tested the structural model for hypothesized direct (Fig. 2a) and indirect effects (Fig. 2b). Results are summarized in Table 7. The findings confirm that EP negatively influence SP (H1: β= -0.237; P= 0.003<0.01; f²= 0.023). EP positively influences EMP (β= 0.771; P= 0.000<0.01; f²= 1.464), and EMP positively impacts SP (β= 0.346; P= 0.034<0.05; f²= 0.081). The indirect effect of EP on SP via EMP is significant (H2: β= 0.276; P= 0.038<0.05), supporting EMP’s mediating role.
EP positively influences SDG adoption (β= 0.248; P= 0.001<0.01; f²= 0.063), but SDG adoption negatively influences SP (β= -0.377; P= 0.001<0.01; f²= 0.033). The indirect effect of EP on SP via SDG adoption is significant and negative (H3: β= -0.093; P= 0.017<0.05). EMP positively impacts SDG adoption (β= 0.570; P= 0.000<0.01; f²= 0.332), and the indirect effect of EMP on SP through SDG adoption is also negative and significant (H4: β= -0.214; P= 0.003<0.01). Moderation analysis indicates that SDG adoption significantly strengthens the positive impact of EP on SP (H5: β = 0.324; P = 0.000 < 0.01). However, the moderating effect of SDG adoption on the relationship between EMP and SP is non-significant (H6: β= 0.057; P= 0.399>0.1). Finally, the control variables have distinct effects on SP. Firm size (measured by revenue) positively influences SP (β= 0.106; P= 0.008<0.01), whereas the level of economic development (proxied by GNI per capita) negatively affects SP (β= -0.106; P= 0.000<0.01).
[image: ]
Figure 2a. Structural model – Direct effect.
Table 7. Summary of Hypothesis Testing
	[bookmark: _heading=h.phw5unvlqoo]Path
	β
	SD
	P-value
	f2

	Linking EP, EMP, and SP
	

	Hypothesis 1
	
	
	
	

	EP  SP
	-0.237
	0.079
	0.003
	0.023

	Hypothesis 2
	
	
	
	

	EP  EMP
	0.771
	0.034
	0.000
	1.464

	EMP  SP
	0.346
	0.163
	0.034
	0.081

	EP  EMP  SP
	0.267
	0.129
	0.038
	

	The Role of SDGs Adoption
	

	Hypothesis 3
	

	EP  SDGs Adoption
	0.248
	0.076
	0.001
	0.063

	SDGs Adoption  SP
	-0.377
	0.133
	0.001
	0.033

	EP  SDGs Adoption  SP
	-0.093
	0.039
	0.017
	

	Hypothesis 4
	
	
	
	

	EMP  SDGs Adoption
	0.570
	0.079
	0.000
	0.332

	EMP  SDGs Adoption  SP
	-0.214
	0.071
	0.003
	

	Hypothesis 5
	
	
	
	

	Mod_SDGs_EP  SP
	0.324
	0.069
	0.000
	

	Hypothesis 6
	
	
	
	

	Mod_SDGs_EMP  SP
	0.057
	0.067
	0.399
	

	Control
	

	Size  SP
	0.106
	0.040
	0.008
	

	Level of Economic Development  SP
	-0.106
	0.027
	0.000
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Figure 2b. Structural Model – Indirect effects.
5. Discussion
5.1 Interpretation of Results
This study uses stakeholder theory to explore how MNEs operationalize ethical and environmental responsibilities into concrete sustainability outcomes, particularly through the adoption of the SDGs. This interpretation is situated in the MENA context, where governance, stability, civic space, resource dependence, and income levels vary widely (Table 2), shaping how ethical aspirations translate into outcomes. Our findings highlight relationships among ethical practices, environmental management practices, SDG adoption, sustainability performance for MNEs in the MENA region. Contrary to the normative expectations of stakeholder theory (e.g., NST), which emphasize the intrinsic value of ethical commitments regardless of their financial or strategic implications (Jones & Felps, 2013; Valentinov & Hajdu, 2021), our findings suggest that EP—measured through improvement tools, ethics policies, and diversity initiatives—negatively influence sustainability performance (SP) (H1).
This finding aligns with Kaptein’s (2023) notion of the ethical paradox, suggesting that while ethical standards reflect commendable goals, they may introduce operational complexity or inefficiencies in resource allocation. Consistent with this, recent evidence shows that third-party environmental disclosure improves performance only under enabling conditions (e.g., organizational/relational capacity), while digital and green transitions can exhibit rebound or non-linear efficiency patterns without supportive governance and policy complements (Alnafrah et al., 2024; Alnafrah, 2025a; Alnafrah, 2025b). From a systems-theoretic perspective, NST reflects the moral obligation of firms to act in the interest of stakeholders, even when such actions are not economically advantageous. However, as Valentinov and Hajdu (2021) argue, these commitments may exceed the firm's codification capacity, especially under turbulent institutional conditions, such as those in emerging markets. In these settings, firms may struggle to align abstract ethical commitments with locally relevant stakeholder expectations (Danso et al., 2020; Lashitew, 2021), leading to diluted outcomes or reputational risks without meaningful sustainability gains.
Our findings support that when firms translate ethical intent into structured environmental actions—specifically through environmental supply chain management, waste reduction, and renewable energy adoption—positive sustainability outcomes are more likely (H2). These results align with IST, which holds that stakeholder engagement can support long-term profitability by reducing risks, improving reputation, and fostering innovation (Freeman et al., 2010; Jones et al., 2018). IST remains viable when firms adapt to environmental turbulence without relinquishing their goal of economic performance (Valentinov & Hajdu, 2021). The deployment of EMP mechanisms can be interpreted as a firm-level response to complexity—one that enables the organization to meet both stakeholder expectations and operational goals without resorting to trade-offs (Russo & Fouts, 1997; Lucas, 2010; Longoni et al., 2018; Colvin et al., 2020). We find this especially relevant in MENA, where firms must navigate institutional voids by implementing codifiable practices that can yield demonstrable sustainability outcomes.
Regarding SDG adoption, our findings illustrate more nuanced relationships. EP positively drives SDG adoption, consistent with the expectation that firms demonstrating strong ethical policies (e.g., anti-corruption measures, diversity policies) align more explicitly with global sustainability frameworks (van Tulder et al., 2021). However, in contexts marked by lower governance/stability and constrained civic space, SDG portfolios can disperse managerial attention and add coordination overhead. However, SDG adoption negatively mediates the EP–SP relationship (H3), suggesting potential operational inefficiencies in translating broad global objectives (e.g., SDG1–No Poverty, SDG13–Climate Action) into local contexts. This aligns with prior insights indicating that translating global sustainability initiatives into regionally specific actions is challenging, especially in emerging markets (Liou & Rao-Nicholson, 2021; Nonet et al., 2022; OECD, 2020). This helps explain the negative mediating role we observe: broad SDG mapping may interpose process and reporting demands that temporarily dilute the direct contribution of EP to SP, especially where capacity and enforcement are uneven (Alnafrah, 2025a; Alnafrah, 2025b). Such difficulties likely stem from resource constraints, unclear local relevance, and complex stakeholder interactions in regions such as MENA, underscoring the importance of more precisely aligning SDG objectives with local conditions (Alexander et al., 2022).
While SDG adoption negatively mediated the EP–SP relationship, it also positively moderated it (H5). This moderation effect, identified through firms' explicit commitments to global sustainability goals, suggests that when SDGs are explicitly integrated into strategic planning and governance (e.g., sustainability committees and clear reporting structures), ethical policies are more effectively linked to sustainability outcomes. The positive moderation further emphasizes that EP can enhance firm-level SP when explicitly aligned with specific SDGs. This finding supports the literature suggesting SDGs effectively promote sustainability when embedded within corporate governance structures (van Zanten & van Tulder, 2018; Zampone et al., 2024). In other words, embedding SDGs in governance (committees, decision rights, KPIs) can re-concentrate managerial attention on a smaller set of actionable priorities, offsetting dispersion effects and strengthening the EP–SP linkage.
Our analysis of the EMP–SDG–SP relationships (H4, H6) also reveals complex managerial dynamics. EMP positively influences SDG adoption (H4); practices such as renewable energy usage and environmental supplier selection naturally align with SDGs (e.g., SDG7–Affordable and Clean Energy). Yet SDG adoption negatively mediated the EMP–SP relationship, suggesting resource constraints and diminishing returns (Schaltegger & Synnestvedt, 2002). According to the ABV, managerial focus is finite and shaped by organizational and environmental conditions (Ocasio, 1997; Brielmaier & Friesl, 2023). Ambitious, multi-goal SDG agendas can thus divert attention from core environmental routines. This risk is magnified because SDGs constitute “wicked problems,” making prioritization and coordination difficult in practice (Alexander et al., 2022; Liou & Rao-Nicholson, 2021; van Tulder & Keen, 2018). For example, initiatives that broadly align with multiple SDGs may divert managerial attention, reducing effectiveness in specific practices such as pollution prevention or waste management. This dynamic aligns with concerns about symbolic substitution (i.e., “rainbow washing”), where SDG branding substitutes for depth in practice (Gutierrez et al., 2022)[footnoteRef:10]. [10:  To address the concern that MNEs with poorer SP might adopt SDGs symbolically, we ran an IV specification using industry-level SDG norms (the leave-one-out average of SDG adoption among other firms in the same 2-digit industry, Refinitiv 2023, MENA) as an instrument for firm-level SDG adoption. The IV estimates are consistent with the baseline—the negative indirect effect remains—and were obtained controlling for firm size (revenue) and HQ-country economic development (GNI per capita).] 

Moreover, the non-significant moderating effect of SDG adoption on the EMP–SP relationship (H6) suggests that well-defined, action-oriented environmental practices inherently achieve sustainability outcomes even absent additional SDG framing. This is also consistent with the ABV, where focused managerial decisions on clearly prioritized environmental measures (Brielmaier & Friesl, 2023; Ocasio, 1997) tailored for specific contexts (Danso et al., 2020; Jamali et al., 2020) improve MNEs’ sustainability outcomes (Lucas, 2010; Zhang & Ma, 2021). Finally, larger firms tend to exhibit higher sustainability performance—consistent with resource and scrutiny advantages—whereas headquarters in higher-income settings are, on average, associated with lower observed sustainability performance in our sample; this pattern is descriptive, not causal, and likely reflects regional composition factors
5.2 Implications
5.2.1 Theoretical Implications
This paper makes several theoretical contributions by extending stakeholder theory and related frameworks, clarifying the dynamics of EP, EMP, SDG adoption, and SP in emerging market contexts, particularly in the MENA region. Stakeholder theory traditionally posits that addressing stakeholder needs enhances legitimacy and corporate performance (Donaldson & Preston, 1995; Freeman et al., 2010; Parmar et al., 2010; Jones et al., 2018). Our theorizing is situated in a heterogeneous MENA setting, shaping how stakeholder claims are translated into practice.
However, our findings introduce nuances to this narrative. First, our results advance the understanding of NST, supporting critiques that emphasize limits to the automatic benefits of ethical engagement (Valentinov & Hajdu, 2021; Kaptein, 2023). In complex and turbulent environments, codifying ethical commitments into effective stakeholder practices faces significant barriers (Danso et al., 2020; Lashitew, 2021), underscoring the need to rethink assumptions about the universally positive outcomes of EP. Consistent with the “ethical paradox” (Kaptein, 2023), recent evidence shows that well-intended transparency or innovation efforts can underperform or backfire without enabling institutions and capabilities (e.g., conditional payoffs to environmental disclosure; rebound/threshold effects in digital and green transitions), reinforcing the context dependence of ethical commitments (Alnafrah et al., 2024; Alnafrah, 2025a; Alnafrah, 2025b). Second, by confirming the mediating role of EMP, our study strengthens the instrumental IST. Consistent with the IST view that strategic stakeholder management can enhance firm performance (Jones et al., 2018; Valentinov & Hajdu, 2021), we show that specific operational actions, such as environmental supply chain practices and renewable energy adoption (Lucas, 2010; Colvin et al., 2020; Zhang & Ma, 2021), effectively translate ethical intentions into measurable sustainability improvements.
Third, our study contributes to SDG-related literature by reinforcing concerns about the persistence of the intention–realization gap in emerging markets (Nonet et al., 2022; OECD, 2020; Lashitew, 2021; Alexander et al., 2022). It emphasizes that global frameworks like the SDGs require localized adaptation and stakeholder alignment to drive corporate sustainability effectively (van Tulder et al., 2021; Ghauri, 2022). Our negative mediation result for SDG adoption suggests that broad, multi-goal agendas can disperse attention and add coordination costs unless anchored in verifiable routines and governance, which is consistent with ABV’s emphasis on attention as a scarce resource in complex contexts (Ocasio, 1997; Durand & Jacqueminet, 2015; Brielmaier & Friesl, 2023). Finally, we advance the ABV of the firm by exploring how managerial attention, as a finite resource, affects the success of environmental and sustainability initiatives. Our findings reveal that aligning managerial focus with targeted operational initiatives enhances sustainability outcomes, while dispersing attention across broad sustainability agendas can dilute effectiveness.
We therefore suggest that stakeholder theory and the ABV offer complementary conceptual frameworks for analyzing how firms navigate sustainability and ethics trade-offs under resource constraints. Effective stakeholder management requires not only broad engagement (Freeman et al., 2010; Gutierrez et al., 2022) but also strategic prioritization of managerial attention, especially when facing the polycontextural pressures of sustainability in emerging markets (Durand and Jacqueminet, 2015; Valentinov & Hajdu, 2021). In heterogeneous MENA settings, this complementarity clarifies why EP may need capability-building (EMP) and context-sensitive SDG integration to consistently register as higher SP.
5.2.2 Managerial and Policy Implications
This study provides several practical implications for managers seeking to enhance SP in complex, resource-constrained environments, particularly within the MENA region’s heterogeneous institutional conditions. First, managers should recognize that heightened ethical standards may introduce operational inefficiencies if not carefully integrated into organizational routines (Valentinov & Hajdu, 2021; Kaptein, 2023). Rather than treating EP as abstract aspirations, MNEs should embed improvement tools, ethics policies, and diversity initiatives into operational targets that are achievable and context sensitive. Clear internal communication and stakeholder engagement must balance ethical commitments with realistic organizational capacities.
Second, our findings reinforce the importance of investing in EMP as actionable pathways for operationalizing ethical commitments. Managers are encouraged to focus on pollution prevention, resource optimization, environmental supply chain management, and renewable energy use (Lucas, 2010; Longoni et al., 2018; Colvin et al., 2020). MNEs that embed environmental practices into core operations are better positioned to deliver measurable sustainability outcomes while enhancing legitimacy among stakeholders.
Third, while global frameworks like the SDGs offer valuable orientation, managers should approach their adoption strategically. Our results caution against SDGs’ uncritical, broad implementation, which may fragment attention and stretch organizational capacities (OECD, 2020; Lashitew, 2021; Alexander et al., 2022). Instead, managers should adapt SDG commitments to local MENA contexts, engaging regional stakeholders to ensure meaningful realization and to bridge the global–local gap. This emphasizes that SDG adoption must be grounded in operational feasibility and institutional realities.
Fourth, sustainability management also requires careful prioritization of managerial attention (Ocasio, 1997; Durand & Jacqueminet, 2015; Brielmaier & Friesl, 2023). Firms should focus on initiatives that yield tangible outcomes and avoid dispersing efforts across too many broad sustainability agendas. By strategically channeling managerial attention toward a well-defined set of environmental and social objectives, organizations can enhance their ability to meet stakeholder expectations, improve sustainability outcomes, and strengthen resilience in turbulent environments.
Finally, beyond the firm, complementary policy levers can reinforce this trajectory. Governments can shift from label-based to outcome-contingent incentives. Link tax credits, fee rebates, and green public procurement to independently verified performance (e.g., emissions-intensity reductions, waste/water KPIs). In parallel, harmonize indicators across agencies and fund capacity complements—compliance systems, data/assurance, supplier due diligence—to reduce attention overhead and support substantive implementation (OECD, 2020; van Tulder et al., 2021). International organizations and DFIs can deploy performance-based blended finance tied to assured KPIs and invest in regional assurance capacity and interoperable SDG–ESG taxonomies that cut duplicative reporting and free managerial attention for execution. Industry associations and exchanges can publish sector playbooks that translate a small set of priority SDG targets into canonical operational KPIs and data templates, facilitate peer benchmarking on assured outcomes rather than policy volume, and promote board-level SDG governance through clear decision rights and KPI-linked oversight. Taken together—and calibrated to differing capacity levels across MENA—these levers help discourage symbolic adoption, mitigate the negative-mediation risks of sprawling SDG agendas, and strengthen the conditions under which SDG adoption enhances the EP–SP link.
5.3 Limitations and Future Research 
This study examines the relationships between EP, EMP, SDG adoption, and SP. However, several avenues remain for further investigation. First, while the present analysis captures a specific time (i.e., 2023), sustainability practices and stakeholder dynamics are inherently evolutionary. Future research could adopt longitudinal or process-oriented designs to examine how EP, environmental management initiatives, and SDG engagement evolve temporally and interact with shifting institutional and stakeholder environments. Such approaches allow a more comprehensive understanding of sustainability as a dynamic and adaptive organizational process.
Second, although focusing on 560 MNEs operating in the MENA region provides insights into emerging-market contexts, the region’s institutional heterogeneity warrants broader comparative investigations. Future studies could extend the analysis to other emerging economies and developed markets to assess the findings’ generalizability and explore how variations in institutional and regulatory structures influence the operationalization of ethical and sustainability practices. Comparisons with domestic firms and multi-country panels would also help separate contextual effects from firm type and address lingering endogeneity concerns.
Third, the present study treats stakeholder pressures as aggregated constructs. Future research could disaggregate stakeholder categories—such as employees, local communities, investors, and regulators—to analyze how different stakeholder demands shape corporate sustainability strategies. Such differentiation would refine stakeholder theory applications and provide a more granular understanding of stakeholder-specific influences on organizational behavior.
Fourth, while the study integrates insights from the ABV, further research is needed to elucidate the organizational and cognitive mechanisms that govern managerial attention allocation toward sustainability initiatives. Future inquiries could examine how governance structures, decision-making routines, and cognitive framing shape firms’ strategic focus under conditions of environmental and institutional complexity.
Fifth, measurement and operationalization present limits. Our reliance on Refinitiv indicators may not fully capture the intensity or quality of practices. In addition, SDG12, although conceptually relevant (Ghauri, 2022), was excluded from the SDG construct because it exhibited problematic collinearity with EMP in our structural model, indicating empirical overlap and a risk of double counting. Future research could triangulate with audit-based or text-based measures, supply-chain verification data, and validated attention proxies to sharpen construct distinctness and depth. Finally, the cross-sectional design limits causal inference and leaves scope for residual endogeneity despite robustness probes. Future work may employ panel data or mixed methods to further clarify and examine when and how SDG processes and managerial attention influence outcomes.
6. Concluding Remarks
While ethics have long been positioned as the moral compass of corporate behavior, this study shows that their realization into meaningful outcomes is neither automatic nor assured. In turbulent institutional contexts, ethical aspirations require more than commitment; they demand deliberate structuring through practical mechanisms and focused managerial engagement. Rather than assuming a linear path from ethical intent to sustainability success, our findings suggest that firms must consciously navigate the space between ideals and operational realities, transforming values into embedded practices that endure across complexity and change.
Environmental management practices are the practical conduit that turns normative ambitions into measurable outcomes, and ethical commitments gain traction only when embedded in operating systems—policies, processes, and routines that carry intent into everyday work. This reframes stakeholder theory from values declared to values institutionalized through capabilities and day-to-day execution. From an attention-based view, good intentions alone rarely suffice: when agendas sprawl across many goals, translation into SP weakens. SDG commitments work best when they are made governable—assigned clear decision rights and distilled into a small set of cascading, verifiable targets—so aspirations become actions. In short, sequencing and focus built on well-specified environmental routines and governed SDG priorities, sustain performance better than ever-wider agendas.
Finally, the context of MNEs in the MENA region reminds us that sustainability strategies unfold amid heterogeneous governance quality, political stability, civic space, and resource dependence. The dual role of SDG adoption, both enabling and constraining, reflects the enduring tension between global aspirations and local complexities. Managing sustainability is thus an ongoing effort to align ethics and execution, global aims and local actions, and values professed and values lived, with attention disciplined toward verifiable practices that fit institutional realities.
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