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Sulaiman Alsughayer (Saudi Arabia)

IMPACT OF ENVIRONMENTAL
MANAGEMENT ACCOUNTING
ADOPTION ON SUSTAINABILITY
PERFORMANCE: MEDIATING ROLE
OF CORPORATE GOVERNANCE

Abstract

The study aims to explore the effect of institutional pressures (INP) on environmental
management accounting (EMA) and the mediating role of sustainable corporate gov-
ernance (SCG) on the effects of EMA on sustainability performance. The partial least
squares structural equation modeling (PLS-SEM) was applied to test the hypotheses.
Data were gathered through a survey of 298 publicly listed companies in Saudi Arabia,
using questionnaires distributed to executives, financial managers, accountants, and
board members. The results show that INP has a significant positive effect on EMA
(B =0.295, T = 6.062); in turn, EMA has a significant positive effect on environmen-
tal (B = 0.295), social (p = 0.332), and economic ( = 0.332) performance. Mediation
analysis demonstrates that SCG acts as a significant mediator between INP and EMA
(B =0.113, T = 2.366), and EMA shows significant mediation between INP and en-
vironmental (f = 0.115), social (p = 0.126), and economic (p = 0.174) performance.
These findings demonstrate that INP has both direct and indirect impacts on sustain-
ability performance through EMA. A robust SCG structure strengthens the linkage
between external INP and EMA adoption and provides the linkage with an internal
legitimating mechanism. These outcomes bring forward the role of EMA as a mediat-
ing variable for materializing the effects of external pressures driven by the legitimacy
needs into sustainability performance. The findings add to the body of knowledge of
institutional theory by emphasizing the role of concurrent external institutional forces
and internal factors that affect corporate sustainability performance.

Keywords institutional pressure, environmental management
accounting, sustainable corporate governance,
sustainability performance

JEL Classification M41, Q01, Q56, G39
INTRODUCTION

Organizations are increasingly facing institutional pressures (INPs)
arising from environmental concerns, regulatory mandates, and
stakeholder expectations, compelling them to incorporate sustain-
ability practices and seek legitimacy (Al-Qaimari, 2025; Ding & Wang,
2025). This pressure has positioned sustainability at the core of orga-
nizational strategies and increased interest in how institutional forces
influence performance (Cicchini et al., 2025). These forces shape the
creation, adoption, and implementation of internal routines, report-
ing practices, and governance frameworks that incorporate sustain-
ability considerations into daily operations, allowing organizations
to respond effectively to external expectations (Castro-Lopez et al.,
2023; Chetanraj et al., 2024). Such internal routines serve as opera-
tional links that transform external INPs into actionable sustainabili-
ty outcomes (Ferretti et al., 2024). Although more is understood about
the external isomorphic pressures (coercive, normative, and mimetic),
less is known about the process by which these pressures are embed-
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ded and internalized within organizations through routines to produce environmental, social, and eco-
nomic outcomes (Chetanraj et al., 2024; Latif et al., 2020). This gap highlights the scientific problem of
understanding the internal mechanisms and governance processes that translate external legitimacy
motives into measurable sustainability outcomes, particularly in specific contexts such as Saudi Arabia
(Alwadani et al., 2023).

In particular, internal routines such as environmental management accounting (EMA) are recognized
as key mechanisms for quantifying, managing, reporting, and operationalizing sustainability strate-
gies. However, the influence of INPs on the adoption of routines like EMA, and how such routines fa-
cilitate sustainability performance (i.e., environmental, social, and economic), remains underexplored.
Considering the potential mediating role of sustainable corporate governance (SCG), investigating how
external institutional forces are embedded within organizational routines and how these processes
shape sustainability outcomes in the context of Saudi organizations has not been thoroughly examined.

1. LITERATURE REVIEW AND

HYPOTHESES

The combination of environmental pressures with
stakeholder expectations and regulatory require-
ments drives organizations to establish sustain-
able practices in order to maintain legitimacy and
meet accountability standards (Al-Qaimari, 2025;
Ding & Wang, 2025). Influences such as legislation,
norms, and mimetic processes critically shape the
organizational structuring of routines and deci-
sion-making processes that can either contribute
to or detract from sustainability performance
on environmental, social, and economic levels.
Institutional theory, as a theoretical framework,
can elucidate this complex mechanism. It posits
that organizations respond to social, legal, and
normative pressures within their broader environ-
ment that inform their processes, structural con-
structs, and behavior (DiMaggio & Powell, 1983;
Meyer & Rowan, 1977). Rules and regulations
alongside industry standards, professional codes,
cultural norms, and stakeholder expectations cre-
ate a macro-institutional environment that directs
organizational behavior through coercive, norma-
tive, and mimetic forces (Mat Yusoh et al., 2023).
Organizations experience coercive pressure from
formal legal requirements and mandates that en-
force specific practices alongside normative pres-
sure from professional standards that push organi-
zations toward responsible behavior, while mimet-
ic pressures lead organizations to adopt successful
practices from their peers to manage uncertainty
and achieve legitimacy (Chaudhry & Amir, 2020;
Meyer & Rowan, 1977). Institutional forces shape
organizational decision-making in sustainabili-
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ty-related initiatives by integrating external pres-
sures and expectations into their standard opera-
tional procedures and governance structures.

Institutional theory in management accounting
suggests that firms adopt accounting practices
like EMA in response to external pressures to gain
legitimacy, meet expectations, and ensure surviv-
al. Coercive pressures from laws and regulations,
normative pressures from professional standards
and stakeholder expectations, and mimetic pres-
sures from successful industry peers all contrib-
ute to the adoption of EMA, an internal manage-
ment accounting routine that aligns with external
institutional demands (Kong et al., 2022). These
pressures go beyond mere compliance and serve
strategic purposes, including reputation building
and long-term survival (Scannell & Tawiah, 2024).
Organizations adapt external pressures by incor-
porating them into their internal routines and
governance structures, which then shape their
decision-making processes and resource distri-
bution methods, along with accounting practices.
Management accounting systems such as EMA
function as strategic tools that provide organiza-
tions with the capacity to respond effectively to ex-
ternal pressures while measuring, managing, and
communicating their sustainability performance.

The EMA system is a newly developed and ex-
panding category of management accounting sys-
tems that aims to identify, allocate, generate, and
use environmental information in both physical
and monetary terms (Hasan et al., 2024b; Mat
Yusoh et al., 2023). Management accounting sys-
tems are conventionally made for profit maxi-

http://dx.doi.org/10.21511/ee.17(1).2026.13



mization, so they are very unlikely to lead com-
panies to make sustainable decisions, as they do
not consider environmental costs (Lee et al., 2024).
Thus, the EMA system is very capable of support-
ing efficient, effective, and competitive strategic
development by simply identifying, measuring,
reporting, and managing environmental infor-
mation. The EMA system can be categorized into
two main types: physical (i.e., water, material, and
energy flows, as well as the emissions) and mon-
etary (i.e., costs of the resource consumption and
the prevention and remediation of environmental
damage) (Alnaim & Metwally, 2024; Barani et al.,
2025). Implementation of the EMA system can re-
sult in massive cost savings, enhanced organiza-
tional performance, and attractiveness. However,
its implementation remains under-explored, par-
ticularly among publicly listed companies in
Saudi Arabia (Asiri et al., 2020; Hamoudah, 2025).
Internal mechanisms such as SCG are expected to
encourage organizations to align their routines,
policies, and culture to sustainability principles
and have an increased tendency to maintain EMA
systems.

SCG functions as a fundamental internal process
that incorporates sustainability into organiza-
tional practices, leadership principles, stakeholder
relations, and accountability measures (Al-Shaer
et al., 2021; Lopez et al., 2025; Quttainah et al,,
2025; Yoshida, 2025). Well-established gover-
nance structures, such as board composition, sus-
tainability committees, sustainability reporting
and assurance, and others, serve as moderators
that can facilitate the absorption and response
to external INPs, translating them into internal-
ized and culturally embedded sustainability prac-
tices (Atalay et al., 2025; Doni et al., 2021; Liao et
al., 2015; Peters & Romi, 2013). Research shows
that board characteristics, including size and di-
versity, directly impact environmental practices
(Almagtari etal., 2023; Musa et al., 2025). Changes
in environmental governance mechanisms, on the
other hand, can enhance companies’ capabilities
for sustainability performance. Internal gover-
nance mechanisms, such as sustainability com-
mittees, can function as key resources in moni-
toring and supporting environmental practices,
having a direct impact on the company’s sustain-
ability performance (Agrawal et al., 2022; Soussi et
al., 2025). These internal routines and governance
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structures serve as vital mediators that translate
external INPs into effective sustainability practic-
es and performance.

Research demonstrates that the implementation
of EMA has a consistently positive influence on
environmental performance, leading to enhanced
transparency, trust, and reporting of sustainability
performance (Mat Yusoh et al., 2023; Voskopoulou
etal, 2025; Xia et al., 2025). EMA implementation,
by improving the quality of disclosure and carbon
management, reducing cost, and facilitating long-
term eco-efficiency and sustainable development,
improves organizational performance (Hasan et
al., 2024a; Xia et al.,, 2025). These improved ca-
pabilities empower organizations to assess and
manage environmental impacts while minimiz-
ing negative effects and maximizing resource effi-
ciency, which generates scarce and unique assets
that establish a competitive advantage (Asiedu et
al., 2025; Majeed et al., 2025).

The adoption of EMA can also be associated with
social performance, which, in turn, might contrib-
ute to organizational sustainability. Social perfor-
mance reflects an organization’s impact on soci-
ety, stakeholders, and communities affected by its
activities, contributing to health, well-being, ethi-
cal practices, and social responsibility (Rasit et al.,
2019). It is also an important measure to ensure
a positive societal impact and the development
of sustainable relationships with an organization
and its stakeholders. Social business activities in-
clude voluntary efforts that improve the quality of
life, such as philanthropic work (Rasit et al., 2019).
Key indicators include health and safety incidents,
ethical practices, and economic welfare (Beske et
al., 2015). Despite its significance, research link-
ing environmental management practices to so-
cial performance remains limited (Alnaim &
Metwally, 2024; Chetanraj et al.,, 2024). The EMA
system is found to improve the internal decision-
making process, stakeholder relations and activi-
ties, recruitment, and retention (Rasit et al., 2019).
Additionally, Michelon et al. (2013) survey showed
that 90% of customers will never deal with a com-
pany without a corporate social responsibility plan.
The costs of social elements might be essential for
their considerations, so neglecting them means
having an imperfect measure of performance and
organizational success.
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Economic Performance
(ECO)

Figure 1. Research model

Economic performance, which indicates the
shift in a company’s financial condition result-
ing from managerial decision-making, is also
impacted by EMA adoption (Chetanraj et al.,
2024; Shan et al., 2024). The increased environ-
mental awareness of senior executives and man-
agers adopting the EMA system can assist in
reducing high operating costs and optimizing
resource efficiency (Conde et al., 2019; Liem &
Hien, 2024; Mat Yusoh et al., 2023). The system
helps organizations identify, understand, and
manage environmental costs, thereby minimiz-
ing expenses for raw materials, waste, and dis-
posal. This cost-conscious approach encourages
more financially sound decisions and sustain-
able growth (Chaudhry & Amir, 2020; Latifah &
Soewarno, 2023; Rosdrio et al., 2024). Research
demonstrates that manufacturing enterprises
experience improved economic performance
through EMA system implementation, which
is further amplified when they provide clear
environmental disclosures (Nuleg et al., 2021;
Mat Yusoh et al., 2023). Thus, the EMA system
proves to be an essential instrument for finan-
cial competitive advantage.

The aforementioned studies have confirmed that
EMA adoption leads to better environmental, so-
cial, and economic outcomes, as it provides better
measures and supports environmental manage-
ment and sustainability reporting. However, very
little is known about the mechanisms through
which INPs result in desired or undesired out-
comes, including a potential mediating role of
EMA or the moderating role of internal gov-
ernance on the relationship between INPs and
performance.
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The research aims to contribute to the EMA and
sustainability literature by testing whether EMA
mediates the relationship between INPs and
sustainability performance, and whether SCG
moderates this relationship. While both EMA
and corporate governance have been extensively
studied in past research, their examination in
a combined institutional model has been rela-
tively limited. Thus, Figure 1 presents a model
in which INPs lead to EMA adoption, which, in
turn, results in better performance in different
areas, with governance moderating this effect.
Based on previous research, the following hy-
potheses are derived:

HI: INP positively affects EMA adoption.

H2: EMA adoption positively affects the compa-
ny’s environmental performance (ENV).

H3: EMA adoption positively affects the compa-
ny’s social performance (SOC).

H4: EMA adoption positively affects the compa-
ny’s economic performance (ECO).

H5:  SCG positively moderates the association be-
tween INP and EMA adoption.

Hé6a: EMA adoption positively mediates the rela-
tionship between INP and ENV.

H6b: EMA adoption positively mediates the rela-
tionship between INP and SCO.

Hé6c: EMA adoption positively mediates the rela-

tionship between INS and ECO.
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2. METHOD

This paper uses a quantitative method to test the
hypotheses. The survey questionnaire was dis-
tributed to respondents from 112 randomly cho-
sen listed companies from different sectors and
industries in Saudi Arabia. Responses were ob-
tained from authorized representatives within the
organizations, including senior executive manag-
ers, financial managers, accountants, and board
members, who are qualified to provide official
perspectives on the company’s practices regarding
institutional pressure (INP), environmental man-
agement accounting (EMA), sustainable corporate
governance (SCG), and sustainability governance.
All respondents are members of the company’s
senior management or governing body, with re-
sponsibilities related to the scope of the study, thus
sharing a common perspective on the relevant is-
sues. Respondent roles include senior executives
responsible for strategic planning and decision-
making; financial managers managing financial
planning, analysis, and reporting; accountants,
involved in recording and analyzing financial
transactions; and board members, overseeing or-
ganizational governance and strategic direction.
These roles reflect varying levels of responsibility
and influence within the organization, enabling
respondents holding official positions to represent
the organization’s formal stance.

Table 1 offers a clear overview of the industry sec-
tors represented in the sample, highlighting the
diversity and distribution of companies included
in the study, and clarifying the composition of the
sample in terms of respondent positions and roles.
It demonstrates how well the sample reflects the
overall population in terms of sector representa-
tion and respondent roles, supporting the validity
of the study.

To ensure the credibility and authenticity of the
data, responses were aligned with the compa-
nies’ documented policies and public disclosures,
including annual reports, sustainability reports,
regulatory filings, and public statements. The data
collection process involved direct communication
through official channels such as company email
addresses, and responses were validated through
follow-up correspondence to confirm their official
nature, thereby reflecting the organization’s true

http://dx.doi.org/10.21511/ee.17(1).2026.13
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positions rather than personal opinions. This ap-
proach ensures that the findings are based on reli-
able, authoritative sources, providing a solid foun-
dation for the study’s conclusions.

Saudi companies serve as the test subjects for the
developed model because they operate within a
specific regulatory system while representing a di-
verse economic landscape with sustainability pri-
orities that reflect cultural values alongside efforts
to diversify the economy. This approach also helps
to ensure the accuracy of data on institutional
pressures, EMA adoption, and sustainable perfor-
mance measures.

Due to challenges in forming a fully representative
sample, the paper used a convenience sample due
to constraints related to time, costs, and accessi-
bility of respondents. A non-probability sampling
technique is often preferred for large populations
(Cepeda & Monteiro, 2020; Monteiro et al., 2021).
As for sample size, according to the rule of thumb
for factor analysis and regression n > 50 + 8k (Hair
et al., 2010), where k is the number of independent
variables, the minimum number of observations
in the study was computed. In the current research,
the minimum required sample size to achieve suf-
ficient statistical power based on the minimum
number of independent variables was n > 50 + (8
x 4) = 82, which is acceptable for both EFA and
regression. Sample size is categorized as excellent
at 1,000, extremely good at 500, good at 201-300,
adequate at 101-200, and weak at < 50 (Comrey
& Lee, 1992). The final sample size was targeted
at 500 to ensure conservative analyses. The survey
was electronically administered from February to
June 2025. A total of 298 responses were received
that met the criteria for analysis.

The data collection method was a web-based sur-
vey using Google Forms. The questionnaire con-
sisted of two parts. Part 1 included demograph-
ics, and Part 2 contained questions that evaluate
the main dimensions of the proposed model us-
ing the respective scales (Appendix A). Responses
were based on a 5-point Likert scale ranging from
“strongly agree” to “strongly disagree.” Questions
were asked and answered anonymously to avoid
any bias. To ensure that the responses accurately
reflect the company’s official policies and practices,
respondents were instructed in the questionnaire’s
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cover letter to answer based on their knowledge of
the company’s stance, rather than their personal
opinions or perceptions. This approach is consis-
tent with the aim of gathering data that captures
the INP” impact on EMA, as well as the mediat-
ing role of SCG on sustainability performance,
from an official perspective. Respondents were in-
formed that their responses would be anonymous
and used solely for the purposes of the study.

The questionnaire was pretested by two business
managers and two academics, and minor changes
were subsequently implemented. The email con-
taining the study information, requesting informed
consent (to ensure participants understood that
participation was voluntary and they could with-
draw at any time), along with the link to the ques-
tionnaire, was sent to all participants in February
2025. Along with the initial email, two reminder
emails were also sent. Key respondents were con-
tacted by phone to confirm they received the emails
and to encourage them to complete the survey. The
data were cleaned and analyzed using SPSS. This
left 298 complete responses to use for analysis. This
yielded a response rate of 59.6%, an acceptable fig-
ure for a web-based survey (Zikmund et al., 2013).

Measurement items were based on established
scales. INP was assessed with seven items from
Gunarathne et al. (2021). SCG was assessed with
six items from El-Kassar and Singh (2019) and
Thomsen (2023). EMA adoption was measured
with seven items from Gunarathne et al. (2021).
ENV used four items from Deb et al. (2023). SOC
and ECO were evaluated with five items each from
Hadi and Baskaran (2021). Appendix A provides
details of these scales.

Reflective indicators are used for the measure-
ment of the constructs, and PLS-SEM is used for
the statistical analysis of the data. PLS-SEM is a
technique that does not impose strict assump-
tions, handles small sample sizes effectively, is
well-suited for cases where limited data are col-
lected, and is capable of estimating the direct and
indirect effects in complex models, and allows the
use of non-normally distributed data. Diagnostic
tests are run before assessing the structural model
to minimize the impact of the common method
bias (CMB) and to verify the reliability, validity,
and fit of the model. Reliability is assessed using
Cronbach’s alpha (CA) and composite reliability
(CR). Discriminant and convergent validity are
evaluated using the average variance extracted
(AVE) of the latent variables to ensure that the un-
related constructs are not associated. The model’s
performance is measured by the coefficient of de-
termination (R?) and the effect size (F?).

The respondents’ demographic profile is presented
in Table 2. The profile shows that males (69.1%)
outnumber females (30.1%) in the survey. Most re-
spondents work in large companies (61.4%), while
others work in medium-sized firms (38.6%). In
terms of sector affiliation, 54% are from the mate-
rial sector, 16.1% from the food and beverage sec-
tor, 11.7% from the capital goods sector, and 18.1%
from other sectors. Regarding experience, the ma-
jority of respondents have 6-10 years of work ex-
perience (64.8%), 17.1% have 0-5 years of experi-
ence, and the remaining respondents have 11-15
years (13.1%) and 15 or more years (2%). Most
survey participants are aged between 33 and 44
years (49.7%), followed by those aged 24-32 years
(27.5%), 45-54 years (15.1%), and over 54 years

Table 1. Sector distribution and respondent roles in the study population

Sector : No. of. iPercentage Senior Executive§ Financial Board iAccountantsi Total
: Companies ' (%) Managers* | Managers | Members : Sample
Material : 42 3750,
.Capital goods 14 1250
Jransportation 9 L304
.Food and beverage 20 17.85
.Pharma and biotech 3 268,
Utilities . b, 6 ..2:36
Realestate investment trusts : 12 1071 oA
Total S 112 ¢ 10000 78

Note: * Senior Executive Managers: CEO, MD, and GM.

170

http://dx.doi.org/10.21511/ee.17(1).2026.13



Table 2. Demographic information

Environmental Economics, Volume 17, Issue 1, 2026

Item Answers Freq.

Male 206

Gender -
Female 92
o Large-sized companies 183
Entity size - -
Medium-sized enterprises 115
Material 161

Food and beverage 48

Sector -
Capital goods 35

Other 54

Diploma 34
Bachelor 218

Education -
Master 37

Ph.D. 9

i Trained 93

Sustainability Training o
Non-trained 205

0-5years 51
6-10 years 193

Experience -
11-15 years 39

Above 15 years 6

24-32 82
33-44 148

Age -
45-54 45

Above 54 23

Senior executives 78
. Financial managers 102
Position -

i Board members 8
Accountants 110

(7.7%). Most respondents held a bachelor’s degree
(73.2%), followed by a diploma (11.4%), a master’s
degree (12.4%), and a Ph.D. (3%). The primary
roles of participants are accountants (36.9%) and
financial managers (34.2%), followed by senior ex-
ecutives (26.2%) and board members (2.7%). The
majority of the respondents (68.8%) have not re-
ceived training on sustainability issues, while
31.2% have.

3. RESULTS

Based on data collected through a sampling survey,
the study addressed common method bias (CMB)
in survey studies by using multiple informants for
each item (Kock, 2015). CMB is most often caused
by common sources of social desirability and the
consistency motif. To minimize CMB in self-re-
ports, procedural methods were used, which in-
cluded explaining the concepts clearly, randomiz-
ing measurement items, protecting the anonym-

http://dx.doi.org/10.21511/ee.17(1).2026.13

ity of the respondents, and conducting statistical
checks. All VIFs are less than 5.0, meaning that
multicollinearity and, consequently, CMB is not a
concern.

The study employs PLS-SEM modeling to test the
construct validity of INP, SCG, EMA, ENV, SOC,
and ECO, as well as test the proposed hypotheses.
Initially, the study assesses the reliability, con-
vergent validity, and discriminant validity of the
four constructs. Reliability indicates the degree
to which the measure is consistent. As Hair et al.
(2010) suggests, indicators with factor loadings
greater than 0.5 have an acceptable level of reli-
ability. As shown in Table 3, all indicators range
from 0.727 to 0.901, which are above the cut-off
values. In addition, Table 4 reveals that the values
of CA and CR for each construct range from 0.866
to 0.945 and from 0.896 to 0.965, respectively,
which are all above the value of 0.70 recommend-
ed by Hair et al. (2010). This implies that all the
scales demonstrate satisfactory reliability.
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Table 3. Outer loadings and VIF

Constructs Items . Outer Loadings CVIF
NPL 0744 2763
NP2
Instituti | INP
prossure (INP) NP4,
INP7 . I
EMAL
EMAZ
Environmental | £pa3
oot EMAL
(EMA)  LEMAS
EMAG
EI\/IA7N
Sustainable 15€G2 . ...
Corporate  {SCG3
Governance :SCG
(SCG) 56
ENVL

Environmental i

Performance
(ENV)
ENV4 .
50¢1
Social SO0C2
Performance :SOC3
(S0C) SOC4
Sele '
Economic  (ECO2 .
Performance ECO3.
(ECO) ECO

: ECO5

0.873

3.441

The construct validity in PLS-SEM is established
by performing two tests: convergent validity and
discriminant validity. Convergent validity shows
the degree of correlation between multiple mea-
sures of the same construct. As a result, the follow-
ing criteria for convergent validity are used: factor
loadings are above 0.5, AVE is at least 0.5, and CR
is greater than 0.6 to 0.7 (Hair et al., 2010). As seen
in Table 4, all six factors had an AVE value above
0.5. As a result, convergent validity is established.

In the PLS path model, discriminant validity
shows that a reflective construct has stronger con-
nections with its own indicators than with any
other construct (Hair et al., 2022). The divergent
validity of all latent variables in the model was as-
sessed through the criteria proposed by Fornell
and Larcker (1981). Table 4 indicates that the
squared AVE for each construct exceeds the cor-
relation between each corresponding pair of con-
structs. Additionally, Henseler et al. (2015) also
use a multitrait-multimethod matrix to assess dis-
criminant validity. This matrix shows the hetero-
trait-monotrait ratio of correlations (HTMT). As
shown in Table 4, the HTMT values of all pairs of
constructs are below 0.90, as suggested by Henseler
et al. (2015). Hence, the discriminant validity of
the constructs is established. Table 5 presents the
descriptive statistics and correlation coefficients of
the variables.

When assessing the model, a set of essential met-
rics provides practical information about the

Table 4. Reliability and validity of constructs and indicators

HTMT Ratio
Constructs a CR AVE T T
INP SCG : ENV : SCO ECO
NP 0.912 0.942 0.620 - - - - -
s¢G 0.866 0.896 0.520 0.292 - - -
ENV 0.923 0.956 0.690 0.314 0.228 - - -
soc 0.945 0.936 0.783 0.217 0.274 0.316 - -
ECO 0.941 0.936 0.783 0.259 0.255 0.309 0.237 -
EMA 0.937 0.965 0.789 0.301 0.243 0.273 0.212 0.227
Table 5. Descriptive statistics and correlations
Constructs Mean SD INP SCG EMA ENV SOC ECO
INP 3.86 0.74 0.852 - - - - -
T ST T T R - -

EMA 377 0.94 0.523* 0.665* 0863 T T i
ENV 3.23 0.79 0.643* 0.605* 0.411* 0.840 - -
soc U e e ossr ose ose oL
ECO 3.84 0.76 0.455% 0.354* 0.621* 0.596* 0.423* 0.882

Note: *Correlation is significant at the 0.05 level (2-tailed), SD: standard deviation.
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overall explanatory power and adequacy of the
model. The R’ range of 30% to 34% indicates con-
siderable explanatory power, as the exogenous
constructs explain between 30% and 34% of the
variance in the endogenous constructs (see Table
6). Even though the benchmark for R? does not
exist, such a range surpasses the value of 0.10,
which has been recommended to establish an
acceptable level of variance in a dependent vari-
able (Falk & Miller, 1992). In order to determine
the extent to which independent variables pro-
duce small, medium, or substantial effects, with
no universal standard in place, the paper com-
pares the value of F? to the values of 0.02, 0.15,
and 0.35 provided by Hair et al. (2014). Therefore,
any value of F? that is greater than 0.1 can usu-
ally be considered as a sizeable effect. The model
achieves F? values from 0.101 to 0.126, which are
considered medium to high effects.

Table 6 reports the results of hypothesis testing
that demonstrate the relationships and the me-
diating effects in the structural model (Figure 2).
The obtained results are consistent with the pro-
posed relationships in the model. The results show
that the INP-EMA relationship (H1) is significant,
with coefficients of 0.295 and the T-statistics of
6.062. The results also show that EMA-ENV (H2),
EMA-SOC (H3), and EMA-ECO (H4) relation-
ships are statistically significant, with coefficients
0f0.295, 0.332, and 0.332, and T-statistics of 6.062,
6.313, and 6.568, respectively. These results can
be interpreted that INP is a valid antecedent that
motivates the organizations to adopt environmen-
tal management practices that result in improved
performance across various dimensions.

Table 6. Hypotheses testing results

Environmental Economics, Volume 17, Issue 1, 2026

On the mediating effects, H5 suggests that SCG
partially mediates the relationship between INP
and EMA. The results for the indirect relationship
between INP and EMA via SCG (H5) are statis-
tically significant (coeflicient = 0.113, T-statistic =
2.366). This finding indicates that the mediating ef-
fect of SCG is significant. Further, the results show
that EMA has a significant mediating effect on
INP and EVN performance relationship (Hé6a, co-
efficient = 0.115, T-statistic = 2.254), INP and SOC
relationship (H6b, coefficient = 0.126, T-statistic =
2.2283), and INP and ECO performance relation-
ship (H6c, coefficient = 0.174, T-statistic = 2.319).
These mediating effects further support the direct
effects. Specifically, INP has a significant indirect
effect on the environmental, social, and economic
performance, where these effects are all mediated
through EMA. These indirect effects via EMA are
all significant (p < 0.05), indicating that EMA is a
significant mediator in the process of INP affect-
ing improved performance.

In general, these results support the theoretical
framework proposed in this study, that is, that
INP has a direct and indirect effect on sustainabil-
ity performance, mediated by the role of EMA.

Four respondent groups were surveyed within
each organization. It was acknowledged that these
positions entail different levels of responsibil-
ity and power. The study also assumed that each
group might have different perceptions of the in-
stitutional pressures exerted on their organization
and varying levels of organizational factors based
on their roles and responsibilities. To determine
if there were any differences, analyses were con-

Hypotheses Relationship Coefficient T-statistics P value R? F? Hypothesis Testing
Direct Effects

H1 CINP = EMA 0283 7053 0.000 L0126 supported
M2 EMASENV 0.334 6.422 0.000 0101 supported
M3 EMA>soc 0.275 5385 0.000 0121  supported
" H4  EMAECO 0258 | 4768 . 0.000 0114 supported

Mediating Effects

H5 “INP = SCG - EMA 0113 2366 0.000 supported
 Hea  INPSEMASENV 0.115 2254 0.012  supported
" Heb INP > EMA >S0C 0.126 2.228 0.001 supported -
CH6c  INPSEMAECO 0.174 2319 0.000 supported

Note: INP: Institutional Pressure, EMA: Environmental Management Accounting, SCG: Sustainable Corporate Governance,
ENV: Environmental Performance, SOC: Social Performance, and ECO: Economic Performance.
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EMA1 EMA2 EMA3 EMA4 EMAS EMA6 EMA7 0 871 ENV1
\ \ \ f / / oss —¥ ENV2
0.768 0.727 0.865 0.887 0.874 0.743 0.764 @— 0787 3 ENV3
0 892
INP1 ENV4
0.744
INP2
0. 882 S°C1
INP3  €—— (53 \ 0.238 (o 000) . 866
0.785 SOC2
INP4 4 W o 59—
/ 0.865 INP EMA 0 748 > soc3
INP5 0.868 : \ . 85.,
INP6 / 0.856 0.301 20.000) soc o 779 soc4
/ | ™S socs
INP7
sScG /v ECO1
0.792
_w» ECO2
0.881
TR 0.298 070 —p ECO3
0.859 0.890 0.812  0.839  0.901  0.7782 0.833
/ / ‘ \ \ \ ECO 0.773 ECOg
SCG1 SCG2 SCG3 SCG4 SCG5 SCG6 S ECO5

Figure 2. Struct

ducted separately for each respondent group. The
means (Likert scale scores) showed little variation
between groups, but one-way ANOVAs were per-
formed for each variable to assess whether these
differences were statistically significant. Table 7
presents the results of these tests.

The results indicate that there are significant dif-
ferences among the four groups’ perceptions of
the INP and SCG variables (F = 4.50, p = 0.004,
and F = 4.20, p = 0.005, respectively). This implies
that board members may view these two variables
differently from senior executives, financial man-
agers, and accountants. This difference could be
attributed to board members having a strategic
or governance lens. As for the other variables, the

ural model result

research findings do not indicate any statistically
significant differences between groups’ perception
of EMA, ENV, SOC, and ECO, as evidenced by
their low F-values and high p-values, suggesting
uniform perceptions across all roles.

4. DISCUSSION

This study explores the relationship between insti-
tutional pressure (INP) (coercive, normative, and
mimetic) pressures and the adoption of internal
routines, specifically environmental management
accounting (EMA), and investigates how sustain-
able corporate governance (SCG) moderates this
relationship and subsequently influences organi-

Table 7. ANOVA test: Perception differences across respondent groups

Variables Seni(?r Financial . Accountants Board F-value p-value P?rception

i Executives Managers i Members Difference
N 78 102 110 8 - - -
e 3 .80 3 é.76 : 4.50
s 3.67 3.62 359 372 4 .20 .
EMA é.75 3.73 3.72 376 O .60 062 i non- agnlﬁcantm
NV 5.24 .5.19 é.ZO .5.27 .(')‘450 0. 69'. ‘iunon 5|gn|ﬁcantm
soc 377 373 374 379 0.80 050 . non-significant
FO 3.87 379 3.82 3.86 0.70 055 non-significant
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zational sustainability performance. The data col-
lected from Saudi public-listed companies’ finan-
cial managers, accountants, and other key stake-
holders enabled this study to evaluate the assump-
tions regarding the relationships among these
variables. The findings of this study have many
useful implications on how SCG and INP impact
EMA adoption, and ultimately, sustainability per-
formance (environmental, social, and economic).
The findings in light of the institutional theory
perspective provide an indication of the mecha-
nisms through which organizational practices are
aligned with the expectations and pressures of in-
stitutions to reach sustainability performance.

The SEM results show a positive impact of INP
on EMA adoption. This implies that external in-
stitutional forces, such as regulatory pressures,
social expectations, and industry norms, compel
organizations to integrate environmental factors
into their accounting practices. The significant
positive effect of coercive, normative, and mi-
metic pressures is in line with institutional theory,
which posits that organizations conform to norms
and rules to acquire legitimacy and resources.
Therefore, H1 is accepted and is consistent with
prior research and theoretical underpinnings
(Chaudhry & Amir, 2020; Gunarathne et al., 2021;
Mat Yusoh et al., 2023).

The results provide support for H2, H3, and H4,
as EMA adoption is associated with better sus-
tainability performance. EM A adoption has posi-
tive effects on environmental (f = 0.295), social (B
= 0.332), and economic ( = 0.332) performance,
which can be interpreted as a greater degree of
EMA adoption being beneficial for an organiza-
tion’s ability to measure, manage, and commu-
nicate its sustainability practices. Organizations
that implement EMA practices find themselves
conforming to institutional demands for trans-
parency and accountability in sustainability re-
porting, which results in improved performance.
This study’s results are similar to those of other
studies (Alwadani et al., 2023; Mat Yusoh et al.,
2023; Voskopoulou et al., 2025; Xia et al., 2025;
Zandi & Lee, 2019).

The findings also show that SCG fully moder-

ates the INP-EMA adoption link, as proposed
in hypothesis H5. The mediating effect of SCG

http://dx.doi.org/10.21511/ee.17(1).2026.13
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was found to be significant. Organizations with
well-developed and sustainability-oriented gov-
ernance structures have the potential to success-
fully transform the expectations associated with
external INPs into actual internal practices, such
as EMA. Internal institutional arrangements,
which include clear sustainability policies, sup-
portive leadership, stakeholder involvement, and
accountability mechanisms, play a key role in
strengthening the relationship between external
pressures and the adoption of sustainability-re-
lated practices. When organizations have strong
governance systems that prioritize sustainability,
they are more likely to be open and responsive to
institutional expectations. Thus, EMA adoption is
more likely to become part of organizational stan-
dard operating procedures, thereby facilitating
not only compliance but also proactive adoption
of sustainability measures to gain legitimacy and
competitiveness. This finding aligns with institu-
tional theory, which emphasizes the importance
of internal structures in achieving external legiti-
macy. In this context, internal governance mecha-
nisms act as the pathway through which the influ-
ence of external INPs is internalized and enacted.
Organizations that actively develop and rein-
force sustainability-oriented internal governance
are more likely to respond effectively to external
INPs and drive more effective adoption of EMA
(Alwadani et al., 2023; Lopez et al., 2025; Musa et
al., 2025; Soussi et al., 2025).

The results in support of H6a, H6b, and Héc re-
veal the mediating role of EMA between INP and
sustainability performance. In particular, EMA
acts as a bridge between external forces and actual
improvements in environmental, social, and eco-
nomic outcomes. In the lens of institutional theory,
the integration of EMA as an intermediary pro-
cess is not unique. Organizations are constantly
seeking legitimacy and reputation by conforming
to external expectations. External pressures drive
organizations to be more sustainable. In response
to these pressures, organizations create internal
routines that institutionalize sustainability prac-
tices. EMA functions as an organizational man-
agement practice that systematically tracks and
reports environmental performance indicators
and benefits, while analyzing costs. EMA repre-
sents an institutionalized routine since it becomes
an essential part of organizational processes and
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decision-making, which involve knowledge and
information management. It converts the need
for legitimacy from external sources (regulations,
society, industry standards) into internal actions.
EMA demonstrates its commitment to sustain-
ability through environmental impact measure-
ment and by evaluating costs and considering
environmental factors in its strategic decisions.
EMA, as a mediator linking INP and performance,
validates its role in translating legitimacy-seeking
motives into tangible outcomes. Multiple studies
aligned with these results have empirically ex-
amined and confirmed EMA as a mediating fac-
tor between INP and environmental effectiveness
and sustainable performance (Chaudhry & Amir,
2020; Kong et al., 2022; Latifah & Soewarno, 2023;
Mat Yusoh et al., 2023; Voskopoulou et al., 2025;
Xia et al., 2025).

The implications of the findings support the in-
stitutional theory postulation that organizations
adopt practices, such as EMA, to meet external
expectations and mandates in order to acquire or
retain legitimacy. The presence of mediating and
moderating effects of SCG highlights the impor-
tant roles played by organizations’ internal gover-
nance in the processes of institutional influences.
The study’s findings have the practical implica-
tion that it is important for organizations to focus
on ensuring that they have effective governance
structures in place to be able to respond to existing
institutional influences, and this can assist them
in enhancing their sustainability (greenness) per-
formance. Organizations interested in enhancing

sustainability performance need to align their in-
ternal governance, in this case the SCG, with the
external INPs to reinforce such institutional influ-
ences. Practitioners and decision-makers should
focus on establishing effective SCG for organiza-
tions as this has a higher potential to have a posi-
tive outcome on their EMA practice, which also
means their sustainability performance. Policy-
makers and industry regulators should continue
to set standards and communicate them to orga-
nizations through various institutional mecha-
nisms to help organizations adopt sustainability
as part of their everyday activities and decisions
for better environmental, social, and economic
performance.

The diverse roles and perspectives of senior execu-
tives, financial managers, board members, and
key accountants can lead to differing views on
the relevance and consequences of organization-
al decisions and policies. Senior executives might
perceive INPs differently from financial manag-
ers and board members. As senior executives fo-
cus more on strategic decision-making, they may
look at external pressures as opportunities to gain
competitive advantages, resulting in EMA adop-
tion and sustainability. Board members who per-
ceive legitimacy may look at internal controls,
while others may perceive otherwise. Recognizing
and addressing these divergent perceptions can
help tailor strategies that align stakeholder views,
thereby enhancing decision-making effectiveness
and the implementation of sustainable policies in
diverse organizational settings.

CONCLUSION

This study examined the relationship between institutional pressures and the adoption of environmen-
tal management accounting, and how sustainable corporate governance moderates and mediates this
relationship concerning organizational sustainability. The results show that external pressures promote
environmental management accounting, which improves environmental, social, and economic perfor-
mance. Sustainable governance strengthens the link between institutional pressures and environmen-
tal management accounting and mediates their impact on sustainability. Organizations with strong
governance and higher environmental standards that proactively adopt environmental management
accounting are more receptive to external pressures and are more likely to pursue sustainability efforts,
leading to better performance and success.

The study has limitations that future research may address. Selection bias may have affected the results
and their generalizability, as respondents came from many different backgrounds and thus had differ-
ent roles and perceptions. Future studies may want to focus on one stakeholder group. Questions can
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also be tailored to fit different stakeholder groups and their role. Because this is a cross-sectional study,
causality and temporal change cannot be examined. Future research may use longitudinal methods to
examine and understand these aspects. Sustainability may be influenced by other external factors such
as technology advancement, international standards, and stakeholder engagement, and internal prac-
tices such as internal learning, leadership, and resource availability, which future studies could explore.
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APPENDIX A

Table Al. Scale measurement
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\fa(:'i‘:slz t:::‘m::;ls ét::; Item Description Adopted from
INP1 The practice of environmental regulatlons both domestic and international ‘
INP2 : Adherence to coh‘s‘ervatlon and resource- savrné mandates at the nanonal"a"nd .....
egionallevels
Np3 | Pressure from partners, suppllers and customers to address enV|ronmentaI
. .- Gunarathne et al.
Institutional pressure INP4 Employees awareness and understandlng of'e‘nwronmental issues (2021)
INP5 Consumers |ncreas|ng ecologlcal consclousness
NP6 Environmental consciousness among the general public, |nc|ud|ng non-
: governmental organizations, groups, and individuals
NP7 he importance assigned to environmental policy within the orgamzatlon S
.......... H stated goals andudbjectlves )
EMA 1 Iden‘nﬁcat‘lon of environment-re related costs
EMA2  Estimation of environmental-related contingent liabilities
EMA 3 Cla55|ﬁcat|on of environment- related costs
EMA adoption EMA4 :Introduction or enhancement to environment-related cost management '''''''''' Gunarathne et al.
EMAS5 :Creation and utilization of environment-related cost accounts (2021)
EMA 6 Development and application of environment-related key performance
iIndicators
.......... EMA7  Elaboration of monetary enV|ronmentaI capltal budgeting
ENV1
i ENV2
Envronment ... EM2 Deb et (2023)
........... ENV4
SOC1
Nelovi )
Social performance SCO3 | Had a(nz(égf)skaran
SCO4 Awareness of the community’s needs andrights
.......... SCO5 i Compliance with any legal requirement
ECO1 Increases in profitability everyyear
ECO2 Increases in return on investments every year
Economic performance ECO3 Increases in sale:s::\:/:olume every year Hadi a(nz%zBf)skaran
ECO4 Increases in productivity
........... ECOS
SCG1
SCG2
) : El-Kassar and
Sustaénsvbelen(;(:]rczorate : SCG3 Singh (2019),
SCG4 Spendlng in R&D to make products or services more sustalnably friendly Thomsen (2023)
SCG5 Havmg board sustainability commlttees and sustainability competenaes
SCG6 i Financial reporting covering sustainability reports and carbon disclosure
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