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In spite of the significant amount of work that has been conducted to investigate the effect of
environmental proactivity on firm financial performance, limited research has focused on
other firm performance outcomes such as operational performance and stakeholder
satisfaction. The roles played by interacting and mediating constructs have also been largely
ignored in the environmental proactivity/firm performance literature. This study thus,
investigated the impact of environmental proactivity on multiple firm performance outcomes
and at the same time evaluated the roles played by intervening as well as interacting factors

on this relationship.

Drawing on stakeholder theory and the resource-based view of the firm, this study
hypothesized that environmental proactivity is positively related to (1) operational
performance, (2) organizational learning, (3) environmental performance, (4) stakeholder

satisfaction and (5) financial performance. The study also hypothesized that the type of



technologies deployed to address environmental issues moderates the relationship between
environmental proactivity and operational performance. Environmental performance was
hypothesized to mediate the association between environmental proactivity and stakeholder
satisfaction and stakeholder satisfaction was hypothesized to mediate the relationship

between environmental proactivity and financial performance.

The study was conducted in Malaysia and data was collected through self-administered
questionnaires that were sent to respondents in the target sample that was drawn from a list of
firms obtained from the Capital 1Q database. A total of 291 usable responses were received
and used for the data analysis. Structural equation modelling (SEM) was used for hypothesis
testing and the results provided support for six of the eight hypotheses posited in the research

framework.

The findings indicated that environmental proactivity was positively related to operational
performance, organizational learning, environmental performance, stakeholder satisfaction
and financial performance. Significantly, the mediating role of stakeholder satisfaction was
also supported by the data. However, the mediating role of environmental performance and
the moderating role of types of technologies were not supported by findings. The overall

findings thus seem to support the theoretical model of the research.



Abstrak tesis yang dikemukakan kepada Senat Universiti Putra Malaysia sebagai memenuhi
sebahagian keperluan untuk ijazah Master Sains

IMPAK PROAKTIVITI PERSEKITARAN TERHADAP PRESTASI SYARIKAT DI
MALAYSIA

Oleh

SAIKU MAYAT BAH

September 2011
Pengerusi: Profesor Murali Sambasivan, PhD
Faculti: Graduate School of Management

Sesungguhnya, kajian dan penyelidikan yang signifikan telah dilakukan untuk menyiasat
kesan proaktiviti persekitaran terhadap prestasi kewangan syarikat, namun tidak banyak
kajian atau penyelidikan yang memberi tumpuan kepada hasil prestasi yang lain seperti
prestasi operasi dan kepuasan pemegang taruh. Peranan yang dimainkan oleh parameter
interaksi serta parameter pengantar telah diabaikan dalam kesusasteraan proaktiviti
persekitaran/ prestasi firma. Justeru itu, kajian ini menyelidik kesan proaktiviti syarikat ke
atas pelbagai prestasi firma dan pada masa yang sama, menilai peranan yang dimainkan oleh

faktor interaksi dan pengimbang dalam perhubungan tersebut.

Berdasarkan teori pemegang taruh dan dan pandangan yang berteraskan sumber syarikat,
kajian ini mengandaikan bahawa proaktiviti syarikat adalah berkait secara positif dengan (1),
prestasi operasi (2) pembelajaran organisasi, (3) prestasi persekitaran, (4) kepuasan pemegang
taruh dan (5) prestasi kewangan. Kajian ini juga mengandaikan bahawa jenis teknologi yang
digunakan untuk menangani isu persekitaran mengimbangi hubungan antara proaktiviti

persekitaran dan prestasi operasi, manakala prestasi persekitaran merupakan pengantara
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hubungan proaktiviti syarikat dengan kepuasan pemegang taruh, yang sebaliknya merupakan
pengantara hubungan proaktiviti syarikat dengan prestasi kewangan. Kajian ini telah
dijalankan di Malaysia dan pengumpulan data adalah melalui soal-selidik yang dihantar
kepada responden dalam sampel sasaran yang diperolehi daripada pangkalan data Capital 1Q.
Sebanyak 291 responden yang boleh-guna telah diterima dan digunakan dalam analisis data.
Analisis Stuructural Equation Modelling (SEM) telah digunakan untuk menguji hipotesis
kajian dan keputusan analisis statistik menunjukkan enam daripada lapan hipotesis telah
disokong. Penemuan ini menunjukkan bahawa perhubungan yang positif wujud antara
proaktiviti persekitaran dengan prestasi operasi, pembelajaran organisasi, prestasi
persekitaran, kepuasan pemegang taruh dan prestasi kewangan. Secara signifikannya, peranan
pengantaraan kepuasan pemegang kepentingan juga disokong oleh data. Sebaliknya
keputusan kajian menunjukkan bahawa peranan pengantaraan prestasi persekitaran dan jenis
teknologi tidak disokong. Secara keseluruhannya, hasil kajian didapati menyokong teori

model kajian ini.

Vi



ACKNOWLEDGEMENT

All praise belongs to Allah, lord of the Universe; he deserves all the thanks for making this
work possible.

| would like to express my deepest gratitude and special appreciation to my supervisory
committee chairman, Professor Murali Sambasivan for leading me to such an inspiring and
interesting area of research. He not only introduced me to the specific article that gave birth to
this research but has also being providing invaluable advice at every stage of the way. It’s no
wonder that students are always clamouring to have him to be at least as a committee
member, for he is always ready to help and makes research that much more interesting.
Suffice it say that you are the supervisor that every student hopes and prays to get and for that

am forever grateful.

To Dr. Ho Jo Ann, the other member of my committee, | cannot say thank you enough. Your
incredible patience and diligence in going through my work and your critical comments and
insightful corrections has made this work what it is. It never seizes to amaze me how you are
always ready to answer my questions and forthcoming with useful comments and suggestions

that make otherwise difficult things look simple.

Words are not enough to express my gratitude to my brother Mohamed M. Bah for always
being there for me. For providing that critical support in terms of everything that I need and
looking out for me. Let’s just say that brothers don’t come better than you do and | am

incredibly lucky to be your bro. I am really proud of you.

| am forever indebted to the people and government of Malaysia for given me the opportunity
to pursue my education by footing the bill. It’s their support that makes this work possible

and | will be always grateful.

My special thanks and appreciation go to Christiana M. Fortune for providing much needed

support since the inception of this work and whose contribution has made a lot of difference.

Lastly but by no means the least | want to thank all my lecturers and friends as well as staff at
the Graduate School of Management and all those who in one way or the other have
contributed to this work. I cannot name you all but rest assured that you all very much

appreciated.

Vii



| certify that an examination committee met on 12" September 2011 to conduct the final
examination of Saiku Mayat Bah on his Master of Science thesis entitled “Impact of
Environmental Proactivity on Firm Performance in Malaysia” in accordance with the
Universities and University Colleges Act 1971 and the constitution of Universiti Putra
Malaysia [P.U. (A) 106] 15 March 1998. The committee recommends that the candidate be
awarded the Master of Science degree. Members of the Examination Committee are as
follows:

Naresh Kumar, PhD

Head, Non-Thesis based Programme
Graduate School of Management
Universiti Putra Malaysia
(Chairman)

Mohan Gopalakrishman, PhD
Associate Professor

Department of Supply Chain Management
W.P Carey School of Business

Arizona State University

(External Examiner)

Ramdzani Abdullah, PhD
Associate Professor

Faculty of Environmental Studies
Universiti Putra Malaysia
(Internal Examiner)

Shaufique Fahmi bin Ahmad Sidique, PhD
Senior Lecturer

Department of Economics

Faculty of Economics and Management
Universiti Putra Malaysia

(Internal Examiner)

Ho Jo Ann, PhD

Senior Lecturer

Department of Marketing and Management

Faculty of Economics and Management

Universiti Putra Malaysia

(Representative of the Supervisory Committee/Observer)

FOONG SOON YAU, PhD
Professor/Deputy Dean

Graduate School of Management
Universiti Putra Malaysia

Date:

viii



This thesis submitted to the senate of the Universiti Putra Malaysia has been accepted as
partial fulfilment of the requirement for the degree of Master of Science. Members of the

supervisory committee are as follows:

Murali Sambasivan, PhD
Professor

Graduate School of Management
Universiti Putra Malaysia
(Chairman)

Ho Jo Ann, PhD

Department of Marketing and Management
Faculty of Economics and Management
Universiti Putra Malaysia

(Member)

ARFAH SALLEH, PhD, FCPA (Aust)
Professor/Dean

Graduate School of Management
Universiti Putra Malaysia

Date:



DECLARATION

| declare that the proposal is my original work except for quotations and citations which have
been duly acknowledged. I also declare that it has not been previously, and is not currently,

submitted for any other degree at Universiti Putra Malaysia or any other institution.

Saiku Mayat Bah

Date:



TABLE OF CONTENTS

Page

DEDICATION ...ttt bbbt h e btk e b s bt bt et s bt e s bt ekt e st e nbesbeebesbesbeesbeereas ii

A B ST RA T e bbbt bttt be bt Ee e R b e bt ke e ke e bt e ebbeetbeeabeebeenree s iii

ABSTRAK et b bbbt E b bRt h bRt bR e e b b e b bR b nhe b e e \Y

ACKNOWLEDGEMENT ..ottt sb e bbb e be e sbe e bt e saneenbeenes vii

APPROWVAL ..ottt bbb bbbt bt e bbb bbb bt et b b ne e ne e viii

DECLARATION ...ttt bttt ettt b e bt e s bt e s st e et e e ebe e sb e e sbbeeebeesbeenbeebesnae e e X

LIST OF TABLES ...ttt sttt b e bt e b et ekt e e be e be e ebe e sbeesabeenbeenbs XV

LIST OF FIGURES ...ttt ettt bt bbb bbbt besb e e nbe e e b XVi

LIST OF ABBREVIATIONS . ...ttt ettt b e e nbe e XVii
CHAPTER

1 INTRODUCTION .. ..o s el S e 1

Introduction...... k... N . B B e N B e 1

22103 (o {1 T ST P 1

Problem Statementis.. ......- st .« oar e e dhlnins o Qo ifimrnnateseeeeessinnssessnssessnssesseseesenns 5

RESEAICH ODJECLIVES. .....viiieiieie ettt sttt e e s ae et e te e b e sbesteesbesteenaestesreensenrens 8

General Objective .. ...oioi e R L N it s 8

SPECITIC ODJECHIVES ...ttt ettt e s be et e besaeebesbe e e e sreenes 9

SCOPE OF STUAY ...ttt e s te e b e s beebe e besbeenbesbesaeenbesreens 10

RESEAICH QUESTIONS ... eiuiiiti ettt st te et et e s te e e e ntesneetesteeeeneennen 11

RESEAICH SEIINGS ...vecveeeieite ettt be et et e st e eseesbesaeebesteenesreeres 11

Significancou R TUdy .. o . B B B B e imireeeesersrssrssrssrssnsresenssssnssnasens 12

Theoretical IMPIICALIONS .........cccviiiiiicieie e sre et sae s 12

Practical IMPIICATIONS ........coiiiiiic e 14

Definition OF KEY TBIMS ... .viiie et re e reesnee s 15

Organization OF THESIS.......couiiiiiiiii bbb 17

CONCIUSION ...ttt e 18

2 LITERATURE REVIEW ......ooii ettt 19

INEFOAUCTION. ...ttt bbbttt bbb 19

Theories Underpinning the StUAY ...........cooioiiiie e 20

The Resource-Based VIEW (RBV).......cciiiiiiiiieieies e 20

StaKENOIAET TREOIY ... 22



Environmental Proactivity and Firm Performance ...........cccoocvvieevie s 24

Environmental Proactivity as a Source of Strategic Resources and Capabilities .............. 27
Environmental Proactivity as a Source of Competitive Advantage............ccoccevvvrvevnernenne. 32
Environmental Proactivity as a tool for Sustainable Development ...........ccccooiiiinincnns 34
Environmental Proactivity as a Source of New Business Opportunities...........ccoceeeverneene. 35
Reviews and Meta-ANalYSIS ........cooiiiii e 37
Environmental Performance and Financial Performance ..............ccocooiiiniiniiiiincnnns 39
Environmental Performance and Organizational Learning ..........c.cccceeevveinivnienencninnenns 40
Stakeholder Satisfaction and Financial Performance..........c.ccoceverereiiiinienins s 42
CONCIUSION ... bbbt 45
RESEARCH FRAMEWORK AND HYPOTHESES DEVELOPMENT .......cccccceviininnne 48
Introdu@iof... BN sl .. 4. 4. B g it s 48
TheoretiCal FramEWOTK ...........oiiiiieieiiises e 48
Environmental Proactivity and Operational Performance ..........cc.ccocooeivininincicncnienns 50
The Moderating Role of Type of TeChNOIOGIES......ccccveiviiiiiiiiiiiicccece e 53
Environmental Proactivity and Organizational Learning ............cccccoceveiviiniiniincncncnenns 54
Environmental Proactivity and Environmental Performance ............ccccocevvivivinveicinee. 57
Environmental Proactivity and Stakeholder Satisfaction.............ccccovveinininiiicncienns 58
The Mediating Role of Environmental Performance............cccoovvveviieiieeieieene e 64
Environmental Proactivity and Financial Performance ............ccocooovveieinininiincnciens 65
The Mediating Role of Stakeholder Satisfaction ...........c.cccecveiviiiiciiiieiic e 68
CoNLrol VariabIES .........c..oiiiiieiee e 70
O elife, W A B RAEEEE 71
RESEARCH METHODOLOGY ...ttt sttt 72
0o 1 4] o SO USSR 72
Target Population and SAmMPIE..........ooeriii e 72
Data ColleCtion INSTIUMENT ..o 74
IMIBAISUIES ...ttt etttk e ettt e e sttt s bt e e sb b e e et e e e sbbe e e bt e e nbbe e e nbe e e nbneenees 78
Data ColICtioN PrOCEAUIE ........ccveiiieiieieese st 85
Profile Of FESPONUENTS .......ocviiiiiice e 87
CONCIUSION ...ttt 90

Xii



DATA ANALYSIS AND RESULTS ...t 91

INEFOTUCTION. ...ttt 91
Data Examination and Preparation ..........ccccceoeiieiiiiiie it 91
HYPOTNESES TESTING ...ttt 93
Data Requirements i SEM .......cooiiiiiiieiece e 94
Multivariate Data NOrMalILY .........ccooveiiiiiiiiie e 94
SAMPIE SIZE.. it re e re e renre e 95
SCale Of MEASUIEIMENT ..ottt n e 96
ASSESSING MOE! VAITILY ... 97
FIEINGICES ...t 97
CONSIIUCE VAIAITY ... 103
The Proposed Measurement MOGEl ..........cccooviieiiiicicie et 107
Assessing the Proposed Measurement Validity ...........cccoovoiiviniiinenenciiiscceee 109
Overall Fit of the Proposed Measurement Model.............ccoooe i 110
Construct validity of the Proposed Measurement Model...........ccccvvvveieiiviiennicienenee 113
Diagnostics of the Proposed Measurement Model ...........cccoeoeviiviiiiiicieiece e 117
The Proposed Structural MOdel .............ooiiiiiiieiiiee e 118
Assessment of the Proposed Structural Model Validity ...........ccocooeviiiiiiiiniiicee, 120
Environmental Proactivity and Operational Performance ............ccccocoeveveiiviveiecicnennnn 123
Environmental Proactivity and Organizational Learning ..........c.ccoceeevvininenencnenenen. 124
Environmental Proactivity and Environmental Performance ...........cccccoceveveieiicniennen, 125
Environmental Proactivity and Stakeholder Satisfaction.............ccccooeviiiininincicnenn. 125
Environmental Proactivity and Financial Performance ...........cccoceviveiiicic e, 126
Testing for Mediating EffECtS ..o 126
The Mediating Role of Environmental Proactivity............cccccovvvviciiiiiieie e, 128
The Mediating Role of Stakeholder Satisfaction.............ccccoveviiiiciiiiccc e, 130
The Moderating Role of Type of TeChnOIOgies..........cccoovviiiriniiicce e 131
AREINALE IMOTEIS. ... 137
(@00 0] (0] IV 7 T T o] [T USSR 141
CONCIUSTON ...ttt 143
DISCUSSION, RECOMMENDATIONS AND CONCLUSION ......ccccocveviiiiiniieiiene 145
INEFOAUCTION. ...ttt 145
Summary and DiSCuSSioN OF RESUITS...........coeiiiiiiiiiiere e 145
SIgNITICANCE OF FINAINGS ....eeviieieieeiee et enes 157
Theoretical IMPIICALIONS .........ccceoiiiiccce e 157



Practical IMPIICALIONS .........ccooiiiiee e 159

Limitations Of the RESEAICN .........ccooviiiiiiiic e 162
Implications for FULUre RESEAICN..........cccviiiiiiice e 164
CONCIUSTON ...ttt b b nn e 165
REFRENCES. ...ttt bbbt ettt st b e bttt s bt bt e nbe bt et nbe e e e nbeenes 167
APPENDICES ...ttt ettt bt bt e s ab e et b e b e e b e e b b e Rt e nbeebe e nbe e 173
Al QUESTIONNAITE COVEE LEIEI . uiiviiriciric ittt ettt be e bbb be e re e ere e 173
A2 Management QUESLIONNAIE ..........eveieiririiie et nn s 175
A3 EMPIoyee QUESLIONNAITE .......cueiveeeeeieeiieiesie sttt nne b e 180
Bl Independent SAMPIES T-TESL......ccoiiiiie et e s ens 182
CL  FACIOT ANGIYSIS. ...ttt e bbb ab bbb e 183
D1 AMOS Graphics of the Initial CFA MOUEL...........ccooviiiieiiece e 184
D2  Fit Indices of the Initial CFA MOGEL...........ccooiiiiiiici e 185
D3 Regression Weights of the Initial CFA Model.............cccoiiiiiiiiiiicice e 187
D4  Standardized Regression Weights of the Initial CFA Model...........ccovvviviiiieivcienen, 189
E1l  AMOS Graphics of the Final CFA Model (After Item deletion) ..........cccccevvveviiviieienen, 191
E2  Fit Indices of the Final CFA Model (After Item Deletion) .........cccccoceveveininiincnineiene 192
E3  Regression Weights of the Final CFA Model (After Item Deletion) .........c.ccoovvvvinenennne 194
E4  Standardized Regression Weights of the Final CFA Model (After Item Deletion)........... 196
E5  Correlation Estimates of the Final CFA Model (After Item Deletion)............cccccvevenenne 198
F1  AMOS Graphics of the SEM Model (Without Mediation) ...........cccccveveeviiieeiciecieieens 199
F2  Fit Indices of the SEM Model (Without Mediation) ...........cccovvriieneieieinisiseseiee 200
F3  Regression Weights of the SEM Model (Without Mediation) ...........cccccceovvvveiiiiiiieiennn, 202
F4  Standardized Regression Weights of the SEM Model (Without Mediation) .................... 204
Gl  AMOS Graphics of the Mediation MOodel............c.ccovoviiiiiiiiiiieccceeee e 206
G2  FitIndices of the Mediation MOGEl.............ccoiiiiiiiiiiiie e 207
G3  Regression Weights of the Mediation Model ... 209
G4  Standard Regression Weights of the Mediation Model ... 211
H1  AMOS Graphics of the Metric INVariance TeSt.........cccviiiriiiiineneieieee e 213
H2  Fit Indices of the Metric INVArianCe TESE..........covririeiiirieeree e 214
H3  Model Comparisons of the Metric INVarianCe TeSt..........cccuvvririieiiieieee e 218
11 Fit Indices and Model Comparison of Moderation TeSt.........c.cccvveriieeierieee e 219
J1 AMOS Graphics of the Most Complex Nested Competing Model............ccccoovvininenne. 222
J2 Model Comparison and Fit Indices of Nested Competing Models ............ccccoeivviiennnenn. 223
BIODATA OF STUDENT ...ttt sttt bbb st sbe e 226



	IMPACT OF ENVIRONMENTAL PROACTIVITY ON FIRM PERFORMANCE IN MALAYSIA
	ABSTRACT
	TABLE OF CONTENTS
	CHAPTER
	REFERENCES



