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Abstract: The objective of this study was to combine environmental, social, and governance (ESG)
theories, namely instrumental, political, integrative, and ethical theories, to understand whether
differences in environmental consciousness of managers led to different environmental manage-
ment performance. A questionnaire survey on the environmental consciousness and environmental
management of Taiwan’s manufacturing firms was conducted and 261 samples were analyzed. The
research model investigates the relevant relationships among the constructs by using a structural
equation modeling approach. The results indicate that heightened political, integrative, and ethical
environmental consciousness exert a positive influence on environmental management performance,
whereas stronger instrumental environmental consciousness exerts a negative influence. The results
of this study can assist companies in scrutinizing the effectiveness of their environmental manage-
ment measures while also assisting investors in identifying companies with genuine environmental
consciousness. The findings will do more to provide governing agencies with a reference when
formulating environmental regulations.

Keywords: environmental consciousness; environmental management; environmental performance;
ESG; sustainability

1. Introduction

As society’s view of the public good expands to include responsible corporate citi-
zenship, profit performance alone no longer suffices as the sole measure of a company’s
performance. Nowadays issues of environmental protection and contributions to society
are also included in evaluating overall corporate strategy, thus broadening the evaluation
beyond the income statement [1,2]. As companies adopt the mantle of environmental,
social, and governance (ESG) theories, their potential liabilities are no longer limited to op-
erational costs. Investments in environmental protection and environmental management
systems influence a company’s competitiveness and strategic considerations [3–5]. When
performed right, these investments not only reduce litigation and administrative costs, but
also enhance long-term profitability and continuing development [6,7].

Environmental management can be defined as managing the impact of a company’s
products, processes, and organization on the environment, ecosystem, and culture during its
business operations [8,9]. Hervani, Helms, and Sarkis (2005) [10] assessed the green supply
chain and indicated that being environmentally conscious requires one to incorporate
environmentally friendly designs, implement green procurement (using certified suppliers
and purchasing raw materials that do not harm the environment), employ total quality
environmental management (gauging internal performance and preventing pollution), use
environmentally friendly packaging materials and transportation, and facilitate the reuse
and recycling of expended products. It has been argued that the green economy resolves
the struggles between society and the environment while creating new opportunities and
challenges for companies of all scopes and in all industries. Lundgrena and Zhou (2017) [11]
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stated that environmental management is an investment to reduce environmental impact,
which may also affect a company’s competitiveness, i.e., changes in productivity, and
stimulate more efficient use of energy. Thus, when a company demonstrates better ESG
performance, it will benefit from having a competitive and strategic advantage.

The natural resource-based view of the firm holds that a company’s competitive
advantages are grounded in a series of interconnected strategies regarding pollution pre-
vention, product management, and sustainable development [12]. Arda, Bayraktar, and
Tatoglu (2019) [13] found that environmental proactivity can fully mediate the relationship
between integrated quality and environmental management and firm performance. Put
simply, corporate environmental management integrates environmentally friendly concepts
into corporate business activities, such as using green production methods to reduce the
consumption of resources and energy, creating green products that limit environmental
pollution, and facilitating sustainable development for individuals and the community.

Today, many companies strive to devise marketing strategies that involve corporate
giving (philanthropy) and green images. However, some studies have stated that a corpo-
ration promoting its charity and environmental protection activities for public relations,
advertising, and image marketing does not strengthen its corporate image; in contrast,
such a campaign arouses public suspicion of a company’s underlying motives [14]. Only
when a company fulfills its social responsibilities will stakeholders be satisfied and its
reputation improve [15]. Companies in good standing can attract customers, investors,
and potential employees more easily [16]. In effect, environmental management confers a
double advantage to companies, offering commercial and environmental benefits.

Margolis and Walsh (2003) [17] observed that the majority of previous studies used in-
strumental considerations to investigate corporate social responsibility, such as the relation-
ship between corporate social responsibility and corporate performance. Later, Garriga and
Melé (2004) [18] reviewed existing corporate social responsibility theories and categorized
them by their focus on moral values, profits, social needs, and social performance. This led
them to form four categories: instrumental theory, political theory, integrative theory, and
ethical theory. They then advised that future research focus on these four theoretical bases
and examine the association of these theoretical bases with performance. Existing literature
on ESG clearly shows that the concept of ESG encompasses adherence to moral behavior,
assurances of an increase in profitability, integration of a society’s needs into a company’s
operations, and the exertion of a positive influence on society. However, the majority of
these past studies involved normative and argumentative research; empirical research
has focused solely on a single method or theory or questioned the effectiveness of other
approaches.

Despite the sharp increase in research on environmental issues, few studies have taken
multiple theories into consideration [19]. This study therefore attempts to explore issues of
environmental consciousness and environmental management through the fundamental
theories. The objective is to construct a clearer and more integrated theoretical system
describing environmental management and to fill the gaps in existing literature. It is hoped
that the results can assist companies in scrutinizing the effectiveness of their environmental
management measures while also assisting investors in identifying companies with genuine
environmental consciousness. This will do more to encourage companies to fulfill their
environmental and social responsibilities and provide governing agencies with a reference
when formulating environmental regulations.

The remainder of this paper is organized as follows: The second section comprises
a literature review, and the third section describes the research design. The empirical
evidence is discussed in the fourth section with additional analysis. Finally, the fifth section
summarizes the study and its key findings.

2. Literature Review

Carroll (2016) [20] advocated that a company’s social responsibilities include economic,
legal, ethical, and philanthropic responsibilities. Although the fourth category presented by
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each researcher differs in name, their connotations are similar. Each of the four components
of responsibility is specific to different stakeholders, in terms of the different priorities that
the stakeholder may be affected by.

Garriga and Melé (2004) [17] proposed instrumental theory to describe a company
that perceives corporate social responsibility solely as a financial tool and values-related
investments only in the context of improving its financial performance. This point of view
originates from the agency theory, which upholds that companies take into account only the
managers and shareholders within their organizations and consider profit creation to be the
primary duty of their managers. Freeman (2010) [21] presented a more inclusive stakeholder
theory, which emphasizes that stakeholders provide vital resources, or contributions, to
a firm, which satisfy stakeholder demands. The salient argument behind stakeholder
theory is that companies need to ensure their survival and continued success by satisfying
stakeholder demands or else face severe criticism from their stakeholders [22].

Under instrumental theory, a company is responsible for satisfying shareholder needs;
thus, it considers social responsibilities as operational goals and bases its operations on
the expectations of its shareholders. Performing ESG activities to earn profits is a common
method employed by companies [23]. Many past studies have shown that effective ESG
practices can lead to strong financial performance [13,16] and high market value [11]. It has
been proposed that ESG can have the following economic strategic objectives: maximizing
shareholder value, which mostly centers on short-term performance gauged against market
returns; achieving competitive advantages, in which long-term performance is measured
by long-term profits; and cause-related marketing, in which companies promote good
deeds and positive feedback to gain competitive advantage [17]. ESG can assist companies
in creating substantial benefits, a view receiving more attention as competition grows more
intense. Among many companies, the management of ESG activities has taken priority
over other considerations [24]. Instrumental theory is the most widely applied theoretical
basis in ESG research, perhaps because it emphasizes that the purpose of fulfilling ESG
is to enhance a company’s competitive advantage and value-creating capacity with the
ultimate goal of optimizing the interests of shareholders [25]; therefore, this study adopts
shareholder interest maximization strategies as its theoretical basis.

Political theory emphasizes the social power of a company as a for-profit organization
whose operations rely on more than just the principles of capitalism. In addition to having
economic power, companies are able to demand that governments alter market regulations,
which means they can influence politics. As a result, the general public forms expectations
of these social entities. On account of this double power effect, interdependence exists
between such companies and society [26], in which the latter has precise expectations
regarding the proper behavior of the former. Furthermore, political theory holds that these
companies exercise power responsibly and participate in social collaboration, which means
that their operational strategies should promote environmental and social development of
local communities.

Political theory can be further divided into corporate constitutionalism, integrative
social contract theory, and corporate citizenship [27–29]. Stressing the relationship be-
tween social responsibility and social power, Lee (2011) [30] combines institutional and
stakeholder theories to explain how companies choose their corporate social responsibility
strategy. Companies that cannot bear their environmental and social responsibilities will
inevitably lose their social power. Furthermore, companies can use their social power to
protect their stakeholders from unreasonable organizational powers. This is referred to as
corporate constitutionalism. Donaldson and Dunfee (1994) [31] observed that companies
have social contracts, in which they offer customers, employees, and other members of
society certain benefits in exchange for power. Donaldson and Dunfee (1999) [32] extended
this viewpoint and developed the integrative social contracts theory, which holds that
microsocial contracts established between companies and various economic communities
contain consensual agreements that do not violate the universal rights defined by macroso-
cial contracts. Corporate citizenship originates from the fact that the survival and growth
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of companies rely on the social costs incurred by the general public. Thus, in addition to
making a profit, companies are also obligated to play the part of good corporate citizen. As
they offer value to society through their core operations, they must also pledge to uphold
their obligations to society and act as a public role model in the practice of social ethics.
Corporate citizenship involves a common voluntary operational strategy that operates
within a specific scope [33]; thus, it is easy to measure for the purposes of this study.

Integrative theory indicates that companies are dependent on society, and for this
reason, management practices should include identifying environmental issues with an
emphasis on understanding and responding to different public interests [34], combining
social value with corporate operation activities, and devising integrative management
strategies. When corporate value systems are consistent with the surrounding social value
system, the participating companies can gain legitimacy or prestige. In contrast, inconsis-
tency between the two systems can pose substantial threats to a company’s legitimacy [17].
Thus, ESG is determined by the demands of the social value system at the time, and the
perspective taken by a company’s environmental and social responsibilities should be
converted into a perspective of public responsibility [35]. Integrative theory corresponds
to the purpose of the normative stakeholder theory. Based on this theory, in addition to
paying attention to shareholders, companies must also show concern for their employees,
customers, communities, and the stakeholders. All stakeholders affected by the company
should have the right to participate in corporate decisions, and the management should be
responsible for serving the affected stakeholders [36]. Therefore, a company’s goal should
be to protect the interests of all its stakeholders rather than just its shareholders. Their core
concepts of integrative theory include the corporate social performance model presented
by Wartick and Cochran (1985) [37], which integrates the principles and directive behavior
of ESG and responds to social demands as well as to policy development involving social
issues. Later, Wood (1991) [38] transformed the concepts of the corporate social perfor-
mance model into three interrelated aspects: driving principles, behavioral processes, and
significant efficacy. Wood’s study raises several issues worthy of reflection, such as how
stakeholders might be identified, how the social demands of different stakeholders might
be comprehended, how to manage the conflicts or potential conflicts that might occur
among stakeholders, and finally, how society can determine whether a company’s perfor-
mance meets social demands. In view of these reflections, integrative theory focuses on
issues management, public responsibilities, stakeholders, and corporate social performance.
For instance, Buysse and Verbeke (2003) [39] used the stakeholder perspective to explain
that the green demands of stakeholders influence a company’s environmental strategies.
Theories based on stakeholders are the most common, as it is commonly agreed that taking
into account the interests of corporate stakeholders can benefit a company’s governance
and promote its interests.

Ethical theory examines the relationship between companies and society from the
perspective of moral values. Companies must be aware that all their actions to fulfill
their ESG principles must comply with a code of ethics. Freeman (2010) [20] stated that
due to moral principles, companies are not only responsible for the demands of society,
but also for those of their legitimate stakeholders; they must satisfy the demands of
certain groups in society (their stakeholders) rather than merely their shareholders. The
normative stakeholder theory assumes that stakeholders have valid, normative claims on
companies and that individuals or groups possess legitimate interests in the procedural
and/or substantial aspects of corporate activities [25]. The stewardship theory has been
proposed, emphasizing that managers should have a sense of mission with regard to
morality and endeavor to do what is right. They should respond to their stakeholders
according to ethical standards regardless of whether the results of the decision have adverse
effects on a company’s financial performance [40]. The absolute demands on corporate
behavior also include universal rights and sustainable development, concepts that are
widely advocated on the international level. The social responsibility of universal rights
is centered around human and labor rights. Although standards in this respect remain
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inconsistent, the Universal Declaration of Human Rights and the International Labour
Organization Convention serve as the primary foundation. The Bruntland Report of 1987
is perhaps most representative of sustainable development in that it discusses the social
responsibility of protecting the natural environment. Later, Elkington (2006) [41] again
stressed the triple bottom line: while the single bottom line focuses on the management
strategies involved in the financial aspects or economic benefits of a business, the triple
bottom line encompasses the social aspects of maintaining and developing social and
human capital and environmental factors, which involve complying with environmental
laws and regulations and seeking means to utilize resources and process waste. Henriques
and Sadorsky (1996) [42] measured the environmental ethics of companies, contending
that they must implement the vision, policies, and projects designed by environmental
protection agencies in order for companies to realize their environmental responsibilities.

There is some overlap among the four theories. They all indicate that when a company
is aware of its environmental and social responsibilities, whether it is facing stakeholder
demands or moral obligations, it is impelled to engage in related activities, one of which
is environmental management. Menguc, Auh, and Ozanne (2010) [43] stated that even if
environmental and social standards are not widely accepted as legal standards that regulate
corporate behavior, corporate managers regard ESG practice as a crucial consideration
when striving to achieve strong financial performance as it pertains to resource planning;
therefore, this study applies these theoretical bases regarding ESG to the issue of environ-
mental management in Taiwan as a means of exploring how environmental consciousness
forms in companies and how such consciousness influences environmental management.

3. Research Design
3.1. Statistical Method

This paper employed structural equation modeling (SEM) to test the theoretical model.
SEM is a multivariate data analysis method for analyzing complex relationships among
sets of constructs, incorporating the use of moderators and mediators as necessary. The pro-
posed conceptual model was designed to measure causal relationships among hypothetical
constructs established according to prior literature.

3.2. Measures of Constructs

The constructs outlined in the present research framework included environmental
consciousness and environmental management. From the instrumental, political, integra-
tive, and ethical theoretical bases of ESG, we developed measures for each construct based
on related literature.

3.2.1. Instrumental Theory: Shareholder Wealth Maximization

Singhapakdi, Bohlen, and Diamantopoulos (1996) [44] asserted that managerial per-
ceptions of ethical and social responsibility may be a determinant in an organization’s
performance. We therefore referred to scales designed to measure the perceived role
of ethics and social responsibility (PRESOR) developed by Kraft and Jauch (1992) [45]
and Axinn et al. (2004) [46] to understand the perspectives of shareholders. The scale
contains 4 items emphasizing that the main purpose of a company’s existence is to maxi-
mize shareholder value. With the highest guiding principle of a company being to expand
the interests of the shareholders and meet their demands, the objective of implementing
environmental management is to create profit, and social responsibility and ethics are
of less importance. We revised the scale based on relevant literature, and responses to
the items were measured using a seven-point Likert scale, with 1 indicating “completely
disagree” and 7 “completely agree”.

3.2.2. Political Theory: Corporate Citizenship

Davenport (2000) [47] proposed three specific constructs to assess whether a company
is fulfilling its obligations as a corporate citizen. These constructs guide companies in
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displaying corporate citizenship behavior and serve as standards for corporate social per-
formance. The three constructs indicate that companies should maintain good operations
for the sake of their stakeholders, continue to sincerely communicate with their stakehold-
ers, and disclose their value and operations honestly. Based on the unique environment in
Taiwan and existing literature concerning corporate citizenship, we revised the three con-
structs proposed by Davenport (2000) [47] to develop a more suitable corporate citizenship
scale. For each item, respondents were asked to indicate their degree of agreement using a
seven-point Likert scale in which point 1 means “completely disagree” and 7 “completely
agree”.

3.2.3. Integrative Theory: Stakeholder Theory

In this portion, we adopted the PRESOR scale developed by Kraft and Jauch (1992) [45]
to measure integrative aspects from the perspective of stakeholders, which hold that
corporations should consider social responsibility and ethics as their business goal in
order to meet public demands. In this case, the focus is not on the traditional objective
of maximizing shareholder profits. Rather, caring for society and solving its problems
take on a more significant role. Again, we revised the question items based on the unique
environment in Taiwan and relevant literature. For each item, respondents were asked to
indicate their degree of agreement using a seven-point Likert scale in which point 1 means
“completely disagree” and 7 “completely agree”.

3.2.4. Ethical Theory: Environmental Ethics

The environmental ethics of companies accentuate proactive environmental man-
agement [48], which in turn influences the environmental activities and operations of
companies [42,44,49,50]. With this awareness, corporations must have clear environmental
policies and suitable budgets for environmental investments and procurement, they must
fully integrate their environmental missions, visions, and plans with marketing, and then
incorporate them into their organizational culture. For this portion, we made slight revi-
sions to the environmental ethics scale proposed by Chang (2011) [51]. The scale adopted
the seven-point Likert scale in which point 1 denoting “very low” and 7 denoting “very high”.

3.2.5. Environmental Management

To measure environmental management, we referred to the ISO 14,031 standards
for environmental performance evaluation, which encompass the management systems
and operation systems of an organization as well as its environmental surroundings. The
ISO14031 standards include environmental performance indicators (EPIs), which can be
further divided into management performance indicators (MPIs) and operation perfor-
mance indicators (OPIs). The former directly reflect the outcomes of efforts in management
performance, while the latter reflect the operation system of the organization, including the
design and operation of factory buildings, equipment, raw materials, and energy supply
and demand. Thus, operation performance primarily involves an organization’s energy
and resource efficiency, waste reduction (air pollution, water pollution, toxins, and carbon
dioxide), and process management. In contrast, management performance includes inter-
nal and external assessments. The external evaluation examines whether an organization
can improve its relationships with the outside community to improve its corporate image,
and the internal evaluation involves whether an organization can reduce production costs,
increase profits, improve internal management and communication, and grasp current laws
and regulations. In addition, we referred to items that the Environmental Protection Ad-
ministration (EPA) uses to evaluate companies for environmental rewards and established
four categories for environmental management performance: resource conservation and
carbon reduction measures, waste reduction and recycling, green products or services, and
pollution prevention measures. The scale adopted the seven-point Likert scale in which
point 1 denoting “completely disagree” and 7 “completely agree”.
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3.3. Control Variables

To give back to society and make up for negative impacts on the environment, different
industries display varying environmental management behaviors due to different degrees
of sensitivity to environmental issues. Investments in equipment for pollution prevention
are substantial, long-term, and routine capital expenditures. Thus, based on the proportions
that a company spent on pollution prevention expenditures, we divided participating
companies into industries with high and low environmental sensitivity. The proxy variable
for industries with high environmental sensitivity equaled 1 while 0 was assigned to
companies with low environmental sensitivity.

3.4. Sample and Data Collection

At present, a comprehensive environmental management database does not exist
in Taiwan. For this reason, we employed a questionnaire to better understand whether
environmental consciousness in companies effectively enhances environmental perfor-
mance. Before the formal questionnaire was distributed, it was examined by instructors at
the EPA as well as other experts in environmental management to ensure validity, clarity,
rationality, and relevance. We sent the questionnaire to 10 randomly selected manufacturers
by e-mail as a pilot test, and then revised the questionnaire based on their suggestions.
In total, we obtained 44 samples for the pilot test. We then sent the formal questionnaire
to the managers and supervisors associated with environmental protection at the top
1000 manufacturing companies in Taiwan, excluding those that participated in the pilot
test. The questionnaires were distributed by mail and filled out anonymously.

3.5. Participant Data and Reliability and Validity Analyses

In total, 300 questionnaires were returned. Eliminating the invalid questionnaires, we
obtained 261 valid questionnaires in all, which presented a response rate of 97%. A total of
73% of the participants were male, and 27% were female. One out of four participants were
between the ages of 26 and 35; 37% of the participants were between the ages of 26 and 46;
and 38% of the participants presented an average age of 46. One third of the participants
had less than 5 years of work experience, 26% possessed between 6 years and 10 years
of work experience, 22% had between 11 and 20 years of work experience, and 19% had
over 21 years of work experience. Only 18% of the companies represented were under
10 years of age; 46% of the companies were between 11 and 30 years of age, and 36% of
the companies were over 31 years of age. A total of 32% of the companies had less than
NTD 5 billion, 24% of the companies had between NTD 5.1 billion and NTD 15 billion, and
44% had more than NTD 12.1 billion. In terms of environmental sensitivity, 23% of the
corporations were in industries with high environmental sensitivity, whereas 77% of the
corporations were in industries with low environmental sensitivity.

Table 1 presents the results for the reliability and validity analyses. As can be seen,
the factor loadings of the constructs range between 0.5 and 0.95, thereby presenting a
satisfactory goodness-of-fit for the model. The Cronbach’s α is greater than 0.8, which
means that the indicator items for the latent variables present good internal consistency.
Furthermore, the average variance extracted (AVE) for the latent variables is greater than
0.5, indicating that on average, the observed variables can explain the latent variables to a
fairly high extent. Thus, on the whole, the reliability and validity of the questionnaire in
this study meet requirements and the variables can be assumed to reliably represent the
constructs that we wished to measure.
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Table 1. Reliability and validity analysis of the individual item.

Constructs Items Factors
Loading

Stand.
Error

t-
Value

Goodness-
of-Fit

Cronbach’s
α

AVE

Environmental Consciousness

Instrumental
theory

1. To remain competitive in a global
environment, business firms will must
disregard ethics and social responsibility.

0.906 *** 0.229 19.100
GFI = 0.997;
AGFI = 0.987;
RMR = 0.013;
RMSEA =
0.00;
CFI = 1.000;
NFI = 0.998;
IFI = 1.000

0.908 0.712

2. The most important concern for a firm
is making a profit, even if it means
bending or breaking the rules.

0.894 *** 0.289 18.718

3. If survival of a business enterprise is at
stake, then you must forget about ethics
and social responsibility.

0.791 *** 0.328 15.481

4. Efficiency is much more important to a
firm than whether or not the firm is seen
as ethically or socially responsible.

0.775 *** 0.325 15.030

Political
theory

1. The company engages in commercial
activities that influence stakeholders with
fairness and honesty.

0.515 *** 0.254 8.737
GFI = 0.990;
AGFI = 0.969;
RMR = 0.021;
RMSEA =
0.041;
CFI = 0.996;
NFI = 0.987;
IFI = 0.996

0.840 0.522

2. The company discloses its value and
operations with honesty. 0.913 *** 0.191 18.698

3. The company exchanges opinions with
its stakeholders frequently and honestly. 0.819 *** 0.188 16.000

4. The company has vowed to commit to
sustainable development. 0.695 *** 0.202 12.724

5. The company applies the highest
behavioral standards to all employees. 0.596 *** 0.296 10.453

Integrative
theory

1. Good ethics are often good business. 0.921 *** 0.186 18.821
GFI = 0.985;
AGFI = 0.926;
RMR = 0.026;
RMSEA =
0.105;
CFI = 0.988;
NFI = 0.984;
IFI = 0.988

0.849 0.594

2. The company considers ethics and
social responsibility when formulating
plans and establishing goals.

0.825 *** 0.223 16.010

3. Social responsibility and profitability
can be compatible. 0.758 *** 0.238 14.415

4. The ethics and social responsibility of a
firm is essential to its long-term
profitability.

0.521 *** 0.290 8.846

Ethical
theory

1. All the company’s employees
understand the company’s
environmental policies and regulations.

0.836 *** 0.256 16.756

GFI = 0.981;
AGFI = 0.955;
RMR = 0.025;
RMSEA =
0.053;
CFI = 0.992;
NFI = 0.983;
IFI = 0.993

0.906 0.617

2. The company’s budget includes
environmental investments and green
procurement.

0.824 *** 0.239 16.368

3. The environmental control system of
the company was established with
environmental ethics and legal standard
procedures for the employees to follow.

0.783 *** 0.233 15.170

4. The company’s marketing integrates
environmental protection projects and
visions.

0.775 *** 0.234 14.952

5. The company’s contribution to
environmental protection already greatly
exceeds legal, ethical, and public
expectations.

0.750 *** 0.297 14.260

6. The company provides safe and
reliable green products and services to
consumers.

0.740 *** 0.250 13.995
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Table 1. Cont.

Constructs Items Factors
Loading

Stand.
Error

t-
Value

Goodness-
of-Fit

Cronbach’s
α

AVE

Environmental Management

Management
performance

1. The company values the achievement
of environmental goals. 0.903 *** 0.215 19.034

GFI = 0.989;
AGFI = 0.975;
RMR = 0.016;
RMSEA =
0.008;
CFI = 1.000;
NFI = 0.991;
IFI = 1.000

0.902 0.608

2. The company has increased recycling. 0.803 *** 0.185 15.834
3. The company has reduced response
time when dealing with environmental
incidents.

0.778 *** 0.227 15.089

4. The company has reduced the
complaints and damage claims from
nearby residents due to impact on the
environment.

0.776 *** 0.212 15.060

5. The company has enhanced the
competitiveness of its green products
and services.

0.742 *** 0.269 14.108

6. The company strictly follows
environmental laws and regulations. 0.656 *** 0.185 11.951

Operation
performance

1. The company has improved toxic
chemical operations. 0.875 *** 0.272 19.797

GFI = 0.996;
AGFI = 0.988;
RMR = 0.009;
RMSEA =
0.000;
CFI = 1.000;
NFI = 0.996;
IFI = 1.000

0.896 0.636

2. The company has reduced noise
pollution. 0.860 *** 0.270 18.486

3. The company has improved measures
to prevent water pollution. 0.817 *** 0.264 17.539

4. The company has increased efficient
raw material use. 0.730 *** 0.274 17.508

5. The company has improved measures
for water conservation. 0.687 *** 0.310 16.181

*** p < 0.001; GFI: goodness-of-fit index; AGFI: adjusted GFI; RMR: root mean squares residual; RMSEA: root
mean square error of approximation; CFI: comparative fit index; NFI: normed fit index; IFI: incremental fit index.

3.6. Descriptive Statistics

Table 2 lists the means, standard deviations, correlation coefficients, and square roots of
the AVE for the various constructs. Table 2 shows that of the four theory categories, political
theory scored the highest, followed by integrative theory and ethical theory and finally
instrumental theory. This result indicates that companies are fulfilling their obligations
as corporate citizens. At the same time, they are aware that they have influence over
public environmental issues and social procedures and that taking the lead in fulfilling
ethical obligations toward environmental protection protects the interests of stakeholders
and satisfies the demands of society. Furthermore, the square roots of the AVE for the
constructs were all greater than the correlation coefficients among them, which means that
the constructs all meet judgment criteria for discriminant validity.

Table 2. Descriptive statistics, correlation coefficients, and square root AVE of constructs.

Constructs Mean Standard
Deviation

Correlation and Square Root AVE

1 2 3 4 5 6

1. Instrumental theory 2.064 1.16 0.844
2. Political theory 6.005 0.723 −0.514 *** 0.722

3. Integrative theory 5.966 0.803 −0.563 *** 0.683 *** 0.771
4. Ethical theory 5.688 0.91 −0.437 *** 0.703 *** 0.591 *** 0.785
5. Management

performance 5.971 0.778 −0.483 *** 0.647 *** 0.574 *** 0.773 *** 0.780

6. Operation performance 6.049 0.779 −0.348 *** 0.478 *** 0.465 *** 0.639 *** 0.764 *** 0.797

*** p < 0.001; square root of AVE on the diagonal in bold.
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4. Results and Discussion

We conducted SEM analysis using maximum likelihood estimation. We employed the
goodness-of-fit indicators to determine the external quality of the hypothetical model, in-
cluding absolute fit measures and incremental (correlation) fit indices. Figure 1 exhibits the
path analysis framework for environmental consciousness and environmental performance.
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Table 3 contains the results of the path analysis. The chi-square value of the overall
goodness-of-fit test for the hypothetical model has four degrees of freedom, χ2 = 7.196 and
p = 0.126, which means a good fit between the theoretical model and the sample data. As
for the other goodness-of-fit indices, χ2/df = 1.799, GFI = 0.993, AGFI = 0.939, RMR = 0.010,
RMSEA = 0.055, CFI = 0.997, NFI = 0.994, and IFI = 0.997, all of which indicate a satisfactory
goodness-of-fit in the overall model.

Table 3. Structural equation modeling analysis.

Path Coefficient t-Value

Instrumental theory→Management performance −0.121 *** −2.637
Political theory→Management performance 0.102 * 1.721

Integrative theory→Management performance 0.071 1.296
Ethical theory→Management performance 0.617 *** 11.488

Management performance→ Operation performance 0.761 *** 19.136
Environmentally sensitive industry→Management performance −0.004 −0.106
Environmentally sensitive industry→ Operation performance 0.078 * 1.956

χ2/df = 1.799; GFI = 0.993; AGFI = 0.939; RMR = 0.010; RMSEA = 0.055; CFI = 0.997; NFI = 0.994; IFI = 0.997

***, * p < 0.001, and 0.10.

Table 4 presents the direct effects, indirect effects, and total effects of the factors.
To facilitate our observation of the effects among the research variables, we adopted
bootstrapping to examine the indirect effects. For confidence interval estimation, we
used the bias-corrected percentile method. After testing the overall models of the various
constructs, we found that environmental consciousness based on instrumental and ethical
theories had the greatest direct effect on environmental management performance and
exerted indirect effects on environmental performance via environmental management
performance. Environmental consciousness based on political theory only produced direct
effects on environmental management performance.
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Table 4. Direct, indirect, and total effects in structural equation modeling.

Path Direct Effects Indirect Effects Total Effects

Instrumental theory→Management performance −0.121 *** −0.121
Political theory→Management performance 0.102 * 0.102

Integrative theory→Management performance 0.071 0.071
Ethical theory→Management performance 0.617 *** 0.617

Instrumental theory→ Operation performance −0.092 ** −0.092
Political theory→ Operation performance 0.078 0.078

Integrative theory→ Operation performance 0.054 0.054
Ethical theory→ Operation performance 0.469 *** 0.469

Management performance→ Operation performance 0.761 *** 0.761
Environmentally sensitive industry→Management performance −0.004 −0.004
Environmentally sensitive industry→ Operation performance 0.078 * −0.003 0.075

***, **, * p < 0.001, 0.05, and 0.10.

Environmental consciousness based on integrative theory, however, presented no
significant effects, neither direct nor indirect, on environmental management performance.
We infer that the primary aim of integrative environmental consciousness is to prevent
negative effects for stakeholders, which means that companies tend to protect the interests
of their stakeholders in economic, social, environmental, and ethical aspects. Thus, on
the environmental social responsibility level, we discovered no significant differences.
Finally, environmental management performance presented direct and positive effects on
environmental performance. With regard to the control variables, the results also revealed
that industries with different degrees of environmental sensitivity presented significant
differences in environmental performance.

Environmental consciousness based on political and ethical theory exerted a signif-
icant and positive influence on environmental management performance, the values of
the direct effects being 0.102 (p = 0.085) and 0.617 (p < 0.01), respectively. Ethical envi-
ronmental consciousness displayed the greatest influence on environmental management
performance. A negative association exists between environmental consciousness based on
instrumental theories and environmental management performance, the value of the direct
effect being−0.121 (p < 0.01). Although a positive association exists between environmental
consciousness based on integrative theory and environmental management performance,
the value of the direct effect was 0.071 (p = 0.195), which is not significant.

Based on the negative association between instrumental environmental conscious-
ness and environmental management performance, we conclude that if companies blindly
gauge the returns of environmental investments only from a financial perspective, they will
be unable to commit to environmental management activities effectively. This is because
at present there are no reliable means of evaluating and measuring the returns of envi-
ronmental investments, which may also require a long period of time before manifesting.
Consequently, profit-oriented companies are less willing to invest their resources into
environmental management activities, and in turn, they cannot effectively enhance their
environmental management performance.

Political environmental consciousness deems that in addition to making a profit, cor-
porate operations should also fulfill environmental responsibilities to society through core
operation activities and by proactively participating in social environmental activities. Such
companies allocate their resources to environmental management activities and impartially
dedicate themselves to corporate activities that benefit the environment, such as improving
internal environmental management, communicating environmental information, and
abiding by the environmental laws and regulations of relevant government authorities.

High ethical environmental consciousness indicates that a company believes it must
satisfy more than just the interests of shareholders. Companies demonstrating ethical envi-
ronmental consciousness respond to their stakeholders according to social ethical norms
whether their environmental investments exert a positive or negative influence on their fi-
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nancial performance. Based on moral principles, such companies believe that it is normal to
allocate resources to environmental investments, incorporate environmental protection into
corporate culture and activities, and fully commit to environmental protection activities,
thus developing corporate environmental ethics and instilling concepts of sustainability.

5. Conclusions

This study employed SEM to examine the relationship between environmental con-
sciousness and environmental management vis-à-vis the influence of an institutional envi-
ronment using four ESG theories: instrumental, political, integrative, and ethical [18]. The
data for this study were collected from a questionnaire survey of the top 1000 manufactur-
ing companies in Taiwan. The findings of the study are as follows:

Environmental consciousness based on political and ethical theories has a significant
positive effect on environmental management performance. Among them, ethical environ-
mental consciousness had the greatest effect on environmental management performance.
Furthermore, the environmental consciousness based on instrumental theory has a sig-
nificant negative effect on environmental management performance, suggesting that if
companies emphasize the financial perspective of the return on environmental investments,
they are less willing to devote resources to environmental management activities and thus
cannot effectively improve environmental management performance.

Political environmental consciousness believes that in addition to making profits,
companies should also commit to their corporate social responsibilities and participate
actively to social and environmental improvement activities [27–29]. In addition, ethical
environmental consciousness believes that environmental and social responsibility is not
only limited to the interests of shareholders but should also respond to stakeholders with
ethics and code of business conduct regardless of whether the results of environmental
investments have a negative impact on the financial performance [42,43]. Therefore, based
on ethical theory, we believe that companies should allocate resources to environmental
activities, incorporate environmental and social responsibility into their corporate culture,
make commitments, and achieve sustainable development goals.

The contribution of this study is twofold: This paper contributes to the literature by
integrating multiple ESG theories to exam the relationship between the environmental
consciousness and environmental performance. while most of the existing literature focuses
on the relationship between a single theory and environmental management. Second, this
study provides a more comprehensive explanation and analysis of environmental manage-
ment that can help companies develop ESG strategies to gain a competitive advantage.

This study was limited by the fact that the questionnaire method was used to collect
primary information. Previous experience has shown that when participants self-report on
sensitive issues (corporate ethics were involved), questionnaire results can easily be affected
by missing or incorrect responses that were provided to meet social expectations rather
than to provide truthful answers that reflected current corporate conditions. Furthermore,
the study was unable to have complete control over the collection of the questionnaires.
As a result, the data collected may be concentrated on samples with similar characteristics,
which limit the efficacy of a study’s explanatory power.
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