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Abstract
The purpose of this paper is to explore the existing relationships among greenwashing, 
thoughts on environmental sustainability, environmental performance, and generative lead-
ership. Data from 575 small- and medium-sized enterprises (SMEs) from Saudi Arabia 
were used to test research hypotheses. By using a questionnaire, the results were derived 
through random sampling, indicating that the findings could be helpful for future research 
in this field. This study demonstrates how firms can become more efficient and improve 
their environmental performance through environment sustainable thoughts. However, 
greenwashing is expected to negatively influence the relationship of environment sus-
tainable thoughts and environmental performance. Furthermore, the study examines the 
mediating roles of greenwashing and generative leadership in the relationship between 
environmental sustainability thoughts and environmental performance. The findings may 
be helpful for managers who want to run their companies sustainably since they need to 
understand the role of greenwashing and creative leadership. In fact, generative leadership 
within an organization increase the likelihood of promoting environmental performance, 
whereas greenwashing negatively contributes to improving environmental performance. 
The perspective adopted in this paper is consistent with previous theoretical studies and 
emphasizes attractive trends in environmental-friendly businesses. Similarly, the research 
offers insights into the sustainability realm, bridging various factors to provide a broader 
understanding and in-depth analysis of how greenwashing and generative leadership affect 
each dimension of sustainability and environmental performance of companies.

Keywords  Environmental sustainability thoughts · Greenwashing · Generative leadership · 
Environmental performance · Small- and medium-sized enterprises (SMEs)

1  Introduction

In the contemporary literature, sustainable use and environmental sustainability perfor-
mance are mainly examined by small and medium businesses rather than larger organiza-
tions, whereas SMEs (small- and medium-sized enterprises) jointly contribute to a large 
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share of ecological impacts from numerous commercial activities/processes and remain 
underexplored in the scholarly literature (Das et al., 2020; Ögmundarson et al., 2020). Sus-
tainable environmental practices are developed through the development of internal capa-
bilities and a green culture that promotes high environmental performance (EP) (Abbas & 
Khan, 2022; Pullman et al., 2009). Despite this, businesses across different industries and 
locations have been compelled to engage in green practices due to societal and stakeholder 
pressures (Konar & Cohen, 2001; Lin et al., 2021; Rasheed, 2022). Many businesses pri-
marily rely on tangible natural resources to address environmental sustainability issues 
(Vezzoli & Manzini, 2008; Yahya et  al., 2021). The previous research has demonstrated 
that all employees across functional levels in SMEs have a significant impact on environ-
mental outcomes (Alraja et al., 2022; Ilinitch et al., 1998; Rasool et al., 2021); however, the 
vital role of thoughts on environmental sustainability has not been recognized yet. Due to 
the underperformance of employee competencies and motivation, SMEs have been largely 
unable to address the complex challenges associated with environmental sustainability per-
formance (Mankoff et  al., 2007; Zahoor & Gerged, 2021). In this study, we explore the 
impact of environmental sustainability thoughts (EST) on the intention of achieving envi-
ronmental performance (EP) from diverse perspectives.

In the face of intense competition, businesses are compelled to continuously set them-
selves apart from their competitors (Ellitan, 2020). A variety of drivers compels firms to 
strive toward better environmental practices. Among these are regulatory compliance obli-
gations (Dupraz & Guyomard, 2019), cost saving measures (Kularatne et al., 2019), risk 
management priorities (Alzoubi et  al., 2020), a push for competitive advantage (Zameer 
et  al., 2020), the demands of stakeholders (Stocker et  al., 2020), and the need for mar-
ket access and funding opportunities (Maltais & Nykvist, 2020). As a solution to envi-
ronmental concerns, firms are increasingly turning to green initiatives as a way to achieve 
differentiation (Bager & Lambin, 2020). This is due to the growing recognition that they 
have an environmental responsibility, as consumers and other stakeholders place greater 
importance on corporate environmental performance (Alsayegh et al., 2020). Furthermore, 
in order to achieve sustainability, businesses have been pushed to adopt environmentally 
friendly practices and strategies (Singh et al., 2022; Sumrin et al., 2021). To capitalize on 
this trend, some firms use advertising messages that prominently feature environmentally 
friendly syntax and context (Szabo & Webster, 2021). However, some organizations started 
practicing concepts like greenwashing (GW), a deceptive marketing tactic used to mislead 
consumers into believing that a product or service is environmentally friendly when it is 
not (Mangini et  al., 2020; Szabo & Webster, 2021; Tarabieh, 2021). Greenwashing can 
have serious negative effects on consumers and businesses (Ioannou et al., 2022). Green-
washing can cause consumers to become confused, doubtful, and suspicious of environ-
mental promises (Tarabieh, 2021). This can make it challenging for customers to decide on 
purchases with knowledge and can damage the credibility of genuine eco-friendly goods 
and services (Dragomir & Dragomir, 2020). On the other hand, greenwashing can have 
negative effects on a company’s reputation as well as social, environmental, and ecological 
implications (Gatti et al., 2019). Companies that make inaccurate or deceptive environmen-
tal claims risk legal action from consumer protection organizations, bad press, and a loss 
of customer confidence (Tarabieh, 2021). This may result in a drop in sales and a tarnished 
brand reputation, both of which can be challenging to repair (Santos et al., 2023). Although 
there has been substantial development in the understanding and assessment of greenwash-
ing, little is known about management views how it effects in the relationship of environ-
mental sustainability thoughts and environmental performance. The literature evidenced 
that there have been major contributions and breakthroughs in the field of green marketing; 
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however, more research is still required to fully comprehend how greenwashing affects the 
aforesaid variables and their relationship. The existing literature linked negative impact 
of greenwashing on purchase intent (Nguyen et  al., 2019; Tarabieh, 2021), green confu-
sion and green brand (Qayyum et al., 2022), capability reputation (Ioannou et al., 2022), 
employees value orientation (Tahir et al., 2020), market consumption (Arouri et al., 2021), 
job performance (Li et  al., 2022), financial performance (Li et  al., 2023), organizational 
credibility (Kassinis et al., 2022), and green innovation (Zhang, 2022). Furthermore, the 
direct link of greenwashing with environmental performance has been studied and proved, 
however, has not gotten enough study attention to its indirect impact in the relationship of 
environmental sustainability thoughts and environmental performance and only a few stud-
ies that evaluated the impact of greenwashing on the environmental performance of SMEs, 
especially in a developing and non-Western countries. This empirical and evidence gap 
will be addressed by the current research by evaluating the moderating role of GW in the 
relationship between EST and EP for SMEs.

In recent years, environmental sustainability has grown in importance for businesses 
(Cai et al., 2020; Yong et al., 2020). Stakeholders are starting to demand more account-
ability from corporations to move toward sustainability as the negative effects of climate 
change and other environmental problems become more obvious (Baumüller & Sopp, 
2022; Lashitew, 2021; Stahl et  al., 2020). As a result, businesses are looking for ways 
to incorporate environmentally friendly practices into their daily operations in order to 
enhance their EP (Al-Swidi et al., 2021; Gilal et al., 2019; Roscoe et al., 2019). Although 
many studies have looked at the connection between EP and EST, not much is known about 
the variables that moderate this connection. Thus, there is an empirical gap that exists in 
the literature. One potential mediator that has not gotten much attention in the literature is 
generative leadership (GL), a style of leadership characterized by the capacity to generate 
new options and perspectives. In the existing literature, leaders are increasingly recogniz-
ing the importance of integrating sustainability into their decision-making processes. GL, 
characterized by its ability to create new possibilities and perspectives, is a critical lead-
ership style for organizations looking to develop long-term, sustainable strategies (Mac-
zux, 2012). It further increased awareness of sustainability issues that influence leaders’ 
decision-making processes. At the same time, environmentally sustainable thoughts lead to 
the development of new perspectives and innovative solutions to environmental challenges 
(Begum et  al., 2022a, 2022b). Furthermore, environmental sustainability thinking moti-
vates leaders to embrace change and act toward more sustainable practices thus enhancing 
the EP. There are limited studies that studied the proposed links. This literature gap will be 
addressed by the current study by exploring the mediating role of GL in the relationship of 
EST and EP.

The current study envisages a vague situation concerning to this relationship by the 
research questions including How do environmental sustainability thoughts directly affect 
EP?, Do GW moderate the linkage between environmental sustainability thoughts and EP?, 
What is the effect of environmental sustainability thoughts on GL?, How does GL influ-
ence EP?, and Is the relationship between environmental sustainability thoughts and EP is 
mediated by GL?

The study contributes to the existing literature by adding valuable insights. The study 
can be utilized by the management and practitioners to enhance their SMEs environmen-
tal performance. The study suggested them that greenwashing can have serious negative 
effects on environmental performance. Greenwashing can cause consumers to become 
confused, doubtful, and suspicious of environmental promises and at the same time it 
can reduce the overall impact of environmental sustainability thoughts on EP. Therefore, 
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managers and practitioners should avoid GW, develop generative leadership, integrating 
sustainability objectives into business strategy by avoiding GW to increase their EP. In this 
way, they can accomplish a more sustainable future for the earth and themselves by doing 
this.

The paper is presented in the following order. Section 2 shows the literature review, and 
the next section presents the methodology. Section 4 consists of a discussion, limitations, 
and future research and the last section includes data analysis and results.

2 � Literature review and hypotheses development

The following section describe the process of hypothesis development:

2.1 � Environmental sustainability thoughts and EP

Research has been conducted globally on the link between environmental sustainability 
and EP, yielding a range of interesting findings (Delmas et al., 2010; Repar et al., 2017). 
However, there is still no consensus on the relationship between these concepts. Accord-
ing to Kassinis and Soteriou (2015) and Hang et al., (2022), environmental sustainability 
is positively linked to organizational performance, as measured by customer satisfaction. 
When assessing environmental sustainability, Zhang et al. (2008) and Rehman et al. (2023) 
recommend that organizations put paying emission costs ahead of adopting eco-friendly 
behaviors. In the tourism sector, Molina-Azorin et  al. (2009) discovered a link between 
environmental sustainability and EP, indicating that businesses that prioritized sustainabil-
ity outperformed their competitors. Le and Ikram (2022) and Tang et al. (2018) also found 
a positive relationship between environmentally friendly sustainability and various aspects 
of corporate performance. Consequently, environmental sustainability practices are a good 
way for an organization to reduce production costs, enhance its reputation, and contribute 
to its environmental performance (Delmas & Blass, 2010; Repar et al., 2017; Zhang et al., 
2022). As a result, a preliminary hypothesis can be formulated:

H1  Environmental sustainability thoughts and EP are positively interrelated.

2.2 � Environmental sustainability thoughts and generative leadership

The pressure to reduce organizations’ environmental impact is causing them to become 
more aware of the importance of environmental sustainability (Ahmed et al., 2022). Cre-
ating a culture of sustainability through leadership is one way to improve organizational 
environmental sustainability (Al-Swidi et al., 2021). Thus, the GL style emerged to cope 
with such situations. GL is a leadership style that focuses on creating a positive and inclu-
sive work environment. The literature suggests that environmental sustainability thoughts 
have a positive impact on GL (Mel’Nichuk Marina, 2019). According to a study by Begum 
et al., (2022a, 2022b), environmental sustainability thoughts positively impact leadership 
behavior related to sustainability. Study results found that leaders with strong commitments 
to environmental sustainability are more likely to reduce waste and energy consumption 
and engage in sustainable behaviors. Another study by Raab et al. (2018) found that envi-
ronmental sustainability thoughts positively impact the adoption of sustainable practices in 
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organizations. According to the study, employees who have a positive attitude toward envi-
ronmental sustainability are more likely to adopt sustainable practices at work. According 
to a study by Zhang et  al. (2021), leaders who have a strong environmental identity are 
more likely to engage in sustainable behaviors and create a culture of sustainability in the 
workplace, thus supporting the argument of the study. Similarly, a study by Domínguez-
Escrig et al. (2019) found that environmental sustainability thoughts positively impact the 
adoption of GL behaviors related to sustainability. It has been found that leaders who are 
positive toward environmental sustainability are more likely to implement sustainable prac-
tices and encourage sustainability within their organizations (Adams et al., 2021). Based 
on these findings and previous research, it is proposed that:

H2  There is a positive relationship between thoughts on environmental sustainability and 
generative leadership.

2.3 � Generative leadership and environmental performance

Leadership plays a vital role in promoting environmental sustainability within an organiza-
tion. Recently, the role of GL has been increasingly discussed regarding improving EP as 
their style of leadership encourages a culture of collaboration, innovation, and creativity. 
In this leadership style, employees are encouraged to explore new ideas, take risks, and 
work together to solve complex problems. In the existing literature, several studies have 
explored the impact of GL on EP. In one study, Castillo and Trinh (2019) discovered that 
GL improved EP in the manufacturing sector. The study discovered that GL supported staff 
members’ participation in eco-friendly activities like waste minimization and energy con-
servation. Another study by Sotarauta (2015) found that GL had a positive impact on envi-
ronmental innovation in Chinese manufacturing firms. In the study, it was found that GL 
employees were encouraged to think creatively and develop innovative solutions to envi-
ronmental issues. A study by Rogers et al. (2000) explored the impact of GL on EP in the 
hospitality industry. The study found that GL had a positive impact on EP by encouraging 
employees to engage in sustainable practices such as reducing energy consumption and 
waste. According to a study by Surie and Hazy (2006), GL positively impacts environmen-
tal sustainability in organizations. It was found that leaders who create a culture of sustain-
ability in the workplace are more likely to increase the uptake of sustainable practices. 
Overall, the GL approach has a positive effect on EP since it encourages employees to 
adopt sustainable practices and develop innovative solutions. Organizations that adopt GL 
can benefit from improved EP, reduced costs, increased efficiency, and enhanced reputation 
with stakeholders. Based on the aforementioned considerations and previous research, the 
hypothesis is suggested as:

H3  Generative leadership and environmental performance are positively interrelated.

2.4 � The moderating role of greenwashing

The practice of greenwashing involves businesses faking their environmental friendli-
ness in order to promote their goods, practices, or goals (Kaur et al., 2023). Greenwashing 
more explicitly refers to the selective disclosure of favorable information regarding a com-
pany’s environmental or social performance while omitting negative information on the 
same dimensions in the context of environmental conservation (Zhang, 2023). Essentially, 
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greenwashing is when a business presents itself as ecologically beneficial while actually 
harming the environment underneath.

A company’s intents and guiding principles with regard to its overall environmental 
performance are stated in its environmental policies, which provide a set of environmen-
tal objectives and targets (Asiaei et al., 2022; Ramus & Montiel, 2005) for achieving ES. 
SMEs that are dedicated to ES, they work to implement wholesome and sensible meth-
ods and policies in order to achieve it. Because some businesses successfully manage their 
environmental consequences through self-regulation, regulatory action is not necessary 
(Holliday et al., 2002; Onah et al., 2022). This may have advantages, but it may not always 
work. While industry sectors may not differ much in their adherence to certain environ-
mental policies, only cutting-edge businesses in the sector actually put those principles into 
practice proactively (Perifanis et al., 2023; Ramus & Montiel, 2005). The other may prac-
tice greenwashing to protect themselves as companies are more likely to use greenwashing 
when they fail to translate policies into practical execution. Greenwashing businesses typi-
cally do poorly in terms of the EP and are less likely to adhere to their environmental stand-
ards (Heras‐Saizarbitoria et al., 2020). When we consider the role of greenwashing in the 
relationship of EST and EP, GW is more likely to dampens the said relationship as SMEs 
declare its support for environmental protection does not imply that it would implement 
environmentally friendly practices and policies (Dzikriansyah et al., 2023; Ramus & Mon-
tiel, 2005; Winn & Angell, 2000). Making environmental claims or utilizing green market-
ing lingo alone is not the same as engaging in green activities. This is because greenwash-
ing firms are less likely to implement environmental policies effectively and tend to have 
worse EP. Based on these arguments, the hypothesis formulated is:

H4  The relationship between environmental sustainability and environmental performance 
is moderated by greenwashing.

2.5 � Mediating role of generative leadership

According to some researchers, such as Scharmer and Kaufer (2013), GL is a leader-
ship style that emphasizes the creation of a future that is better than the present. In this 
style, opportunities are created, innovation is fostered, and people and organizations are 
empowered to meet the challenges of the future. Generative leaders are proactive, for-
ward-thinking, and focused on creating a vision for the future and then working to make 
that vision a reality (Scharmer & Kaufer, 2013). They are also known for their ability to 
inspire and motivate others, and to create a sense of shared purpose among team members. 
Additionally, generative leaders create an environment conducive to learning and growth, 
and they support their team members in developing their skills and capabilities to suc-
ceed (Scharmer & Kaufer, 2013). GL is considered to be especially significant in today’s 
quickly evolving and uncertain environment since it can assist organizations in adapting 
and addressing these issues (Wilkinson, 2006). This can be achieved by fostering creativ-
ity, experimentation, and learning, and by building a culture of resilience and adaptability. 
In contrast to traditional forms of leadership, which often focus on short-term objectives, 
GL is focused on creating a better future for the organization and society.

According to Silsbee (2008), GL has become essential in modern businesses, particu-
larly as there is a growing emphasis on sustainable business practices and a move away 
from corporate greed. The challenges facing organizations today are complex and global 
and include issues such as climate change, social disruption, and resource depletion. 
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Environmental sustainable thoughts alone cannot tackle these challenges; therefore, busi-
nesses require GL to balance short-term and long-term goals and create value for diverse 
stakeholders. These studies suggest that transformational leadership can play a mediating 
role in the relationship between environmental sustainability and performance, by strength-
ening the positive impact of environmental management practices and promoting environ-
mental innovation. It is plausible that GL, which shares some similarities with transforma-
tional leadership, could also act as a mediator in this relationship. Thus, in the context of 
the current study, GL acts as a mediator in the relationship between environmental sustain-
able thoughts and EP.

Thus, in the context of the current study, GL acts as a mediator in the relationship 
between environmental sustainable thoughts and EP.

H5  The relationship between environmental sustainable thoughts and environmental sus-
tainability is mediated by generative leadership.

Figure 1 sets a theoretical framework based on research hypotheses.

3 � Methodology

In this study, we used a qualitative method for data collection. SMEs that were registered 
with the Saudi Arabian General Investment Authority (SAGIA), Chambers of Commerce 
and Industry, and the Ministry of Commerce and Investment were selected to collect the 
data. It helped researchers in getting additional information like the size, sector, and loca-
tion of the SMEs. The study approaches SMEs in manufacturing, services, and energy and 
mining sectors were selected for the current research. A total of 30 (10 from each sector) 
were selected and approached by research associates to know their volunteers to participate 
in our research. Following the work of Nurunnabi (2020), data were collected from Riyadh, 
Makkah, and Eastern Region. The data were collected from aforementioned regions as 
these are among the biggest states in the country. Furthermore, the sectors which were 
focused on in the current study were present in these regions. One of the research assistants 
personally visits those SMEs to take appointments on specific dates, day, and timing for 

Fig. 1   Conceptual framework
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questionnaire fulfillment on the spot from all triads such as the CEO, owner, senior manag-
ers, and HR managers. Following the recommendations of Harrington, Clark, and Miller 
(2013), the sample size for the current study involving testing a mediation model was esti-
mated to be equal to or greater than 450. However, as there is low response rate in aca-
demic researcher, the concept of oversampling proposed by Fink (1995) and also indorsed 
Salkind (1997) was also utilized. Resultingly, we selected 500 respondents including the 
CEO, human resource manager, senior manager, senior employees, and owners who ful-
filled the questionnaires on spot and returned back to us on the same day. The selected 
respondents filled out survey questionnaires on environmental sustainability thoughts, GW, 
GL, and EP respectively. Out of 500, 461 responses were complete in all respects and were 
used for the current research. Response rate for the study was 92%. Total data were col-
lected within one and a half months from all SMEs’ respondents. Questionnaire items were 
checked by three academic experts before their distribution to test their validity and reli-
ability. The questionnaire was divided into two sections. In Sect. 1 all demographic vari-
ables such as age, experience, and education are mentioned and Sect. 2 contains the detail 
of the study items (see Appendix).

3.1 � Measurements

For the measurement of environmental sustainability thoughts (independent variable), GW 
(moderating variable), and EP (dependent variable), prior study items were adapted. To 
measure the responses, items validity five-point Likert scale where 0 = strongly disagree 
and 4 = strongly agree was used.

3.1.1 � Environmental sustainability thoughts

Environmental sustainability thoughts were measured through a 7-item scale adapted from 
Şahin and Erkal (2017).

3.1.2 � Greenwashing

For the measurement of GW, a 5-item scale was adapted from Zhang et al. (2018).

3.1.3 � Environmental performance

EP is measured through a 4-item scales adapted from Singh et al, (2020).

3.1.4 � Generative leadership

GL was measured using the scale developed by Alma Çallı et al. (2022). Eighteen items 
with factor loading value greater than 0.7 were used in the current study.

4 � Data analysis

Results are discussed below:
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4.1 � Discriminant validity

Statistical Package for the Social Sciences (SPSS v23.0) was used in this study. According 
to Fornell and Larcker (1981), the method was applied to test the discriminant validity. 
Table 1 shows the reliability, validity, and average variance extracted. Table 1 demonstrates 
that all the values met the established criteria, with composite reliability and average vari-
ance extract exceeding the cutoff points. Specifically, the composite reliability (CR) > 0.70, 
the average variance extracted (AVE) > 0.50, and the CR values were greater than the aver-
age variance extracted. Moreover, Cronbach’s alpha > 0.70.

Table  2 shows the confirmatory factor analysis (CFA). Using analysis of a moment 
structures (AMOS), the CFA technique was used to the abstract scale of validity of the 
constructs of this research. The fit keys, χ2 = 1167.21, Df = 431, χ2/df = 2.70, CFI = 0.91, 
GFI = 0.92, RMSEA = 0.04, proved the fitness of our model.

4.2 � Descriptive statistics

The results of the mean, standard deviation (SD), alpha, and correlation are presented 
in Table  3. Results proved environmental sustainability thoughts (EST), greenwashing 
(GW), generative leadership (GL), and environmental performance (EP). GW is signifi-
cantly associated with EST (r = 0.215**, p-value = Significant). EP has a positive and sig-
nificant association with EST (r = 0.313**, p value = Significant), and GW (r = 0.315**, 
p value = Significant). GL has positive and significant association with EP (r = 0.23**, 
p value = Significant), GW (r = 0.331**, p value = Significant), and EP (r = 0.41**, p 
value = Significant). Furthermore, given that the VIF scores were less than 10.0, they fur-
ther demonstrate that multi-collinearity is not a problem in this study.

4.3 � Hypothesis testing

Table 4 shows the results of the first four hypotheses (H1-H4). Structural equation mod-
eling was used, and the results are presented in Table 4. H1 showed that EST is positively 
associated with EP, (β = 0.271, p-value is less than 0.001). H2 was also confirmed that EST 
predicts GW (β = 0.398, p-value is less than 0.001). H3 showed that GL was positively 
associated with EP (β = 0.356, p-value is less than 0.001). And the significant relationship 
of EST with EP was turned insignificant with the addition of GL as a mediator, confirming 
H5 of the study.

Table 5 shows the moderating effect of GW between EST and EP. Hierarchal regression 
analysis was used, and the result indicated that GW is a significant moderator between EST 
and EP. Hence, H4 was accepted.

5 � Discussion

The current study examined the influence of environmentally friendly sustainability 
thoughts, GL, and GW on the EP on SMEs. Owners, managers, consumers, and researchers 
are increasingly interested in EP because SMEs can improve their financial performance, 
enhance their reputation, comply with regulations, and contribute to a more sustainable 
future by prioritizing their impact on the environment. Keeping in view the importance of 
the topic, current research developed a model with five hypotheses.
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This research H1 supports that environmental sustainability thoughts positively affect EP. 
The previous research on environmental sustainability and EP has been conducted worldwide, 
leading to a diverse range of findings (Delmas et al., 2010; Repar et al., 2017). Despite the 
connection between these concepts, there is no clear consensus on the relationship between 

Table 1   Values of alpha, CR, and AVE

Variable Fact. Loa T-Value Alpha Val C.R Val AVE Val

Environmental sustainability thoughts 0.82 0.93 0.66
EST_1 0.82 15.47
EST_2 0.85 14.52
EST_3 0.78 15.65
EST_4 0.86 14.95
EST_5 0.88 14.55
EST_6 0.74 13.52
EST_7 0.78 14.45
Greenwashing 0.84 0.91 0.66
GW1 0.84 15.65
GW2 0.85 14.55
GW3 0.80 15.47
GW4 0.78 13.54
GW5 0.82 14.52
Environmental performance 0.86 0.88 0.65
EP1 0.84 15.44
EP2 0.86 14.58
EP3 0.74 13.55
EP4 0.78 14.75
Generative leadership 0.756 0.96 0.61
GL-1 0.71 13.45
GL-2 0.76 15.65
GL-3 0.77 15.43
GL-4 0.71 14.54
GL-5 0.87 14.43
GL-6 0.76 14.67
GL-7 0.77 13.98
GL-8 0.89 14.54
GL-9 0.74 15.43
GL-10 0.74 14.54
GL-11 0.78 13.78
GL-12 0.87 15.65
GL-13 0.76 15.88
GL-14 0.78 13.65
GL-15 0.73 14.78
GL-16 0.76 14.98
GL-17 0.78 15.54
GL-18 0.87 14.56
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them (Lin et al., 2013). Customer satisfaction and environmental sustainability are positively 
correlated, according to Kassinis and Soteriou (2015), although Zhang et  al. (2008) found 
that some businesses may opt to pay emission taxes rather than encourage environmentally 
sustainable behavior. Environmental sustainability and EP were found to be positively cor-
related in the tourism sector by Molina-Azorin et al. (2009), with enterprises devoted to sus-
tainability obtaining greater levels of performance. Moreover, Lin et al. (2013) discovered a 
favorable correlation between business performance metrics and environmental sustainability. 
Accordingly, we hypothesize that environmental sustainability improvements can motivate 
small- and medium-sized enterprises (SMEs) to enhance and improve EP. The current study’s 
H2 demonstrates that environmental sustainability thoughts directly influence GL. The data 
also supported the hypothesis. According to the study, environmental sustainability is a fun-
damental component of the GL vision, and leaders think carefully before making decisions 
that have an environmental impact. Castillo et  al. (2019) also support this argument of the 

Table 2   CFA Description χ2 Df χ2/df RMESA GFI CFI

Four-factor model 1167.21 431 2.70 0.04 0.92 0.91
Three-factor model 1099.21 375 2.93 0.09 0.79 0.80
Two-factor model 1011.41 370 2.73 0.21 0.69 0.71
One-factor model 1101.61 322 3.42 0.24 0.59 0.61

Table 3   Descriptive analysis

EST = Environmental sustainability thoughts; GW = greenwashing; EP = environmental performance; 
G = generative leadership

Variable Mean SD 1 2 3 4 5 6 7 8

1 Business.Age 4.64 1.15 1.00
2 Business.Size 1.65 0.32 1.21* 1.00
3 Respondent.Experience 5.76 0.89 0.11 0.011 1.00
4 Respondent.Education 4.21 0.62 0.26 0.12 − 0.12 1.00
5 EST 3.23 0.76 0.21* 0.14 − 0.25 0.21 1.00
6 GW 3.44 0.65 0.61 .021 − .98* 0.41 .215** 1.00
7 EP 3.37 0.8` 0.15* − 0.12 0.12 0.12* .313** .315** 1.00
8 GL 3.23 0.69 0.22 0.32 0.11 0.21 .23** .331* 0.41* 1.00

Table 4   Results of H1, H2, H3, and H4

EST = Environmental sustainability thoughts; GW = greenwashing; EP = environmental performance; 
G = generative leadership

Model Description B F T Sig Remarks

M1 EST→EP 0.271 13.205 4.150  < .001 Accepted H1
M2 EST→GL 0.398 46.334 6.310  < .001 Accepted H2
M3 GL→EP 0.356 59.412 8.560  < .001 Accepted H3
M4 EST→GL→EP 0.218 29.48 5.610 0.974 Accepted H4

0.273  < .001



	 Z. Yousaf et al.

1 3

study. According to Macaux (2012), leaders who prioritize environmental sustainability are 
more likely to engage in GL practices. H3 of the study linked GL with EP of SMEs. Data also 
supported the proposed hypothesis. Findings such as these confirm prior studies and advance 
previous literature knowledge about a leader’s vision and attitude regarding engaging in envi-
ronmentally friendly practices and satisfying customers’ needs. Moreover, a generative leader 
remains more focused on creating a positive impact on people and society, thus enhancing 
EP. Macaux (2012) also proved the importance of GL for the sustainable performance of the 
organization. Thus, supporting the stance of the current study.

Fourth hypothesis (H4) of the study tested the moderating role of GW in the relationship 
between environmental sustainability thoughts and EP. The results of the study supported H4, 
which proposed that GW moderates the relationship between environmental sustainability 
thoughts and EP in such a way that when GW is higher, the relationship between EST and 
EP is dampened. This finding is consistent with the previous research that has shown that 
GW can reduce the market value (Du (2015), environmental and product perception (Szabo & 
Webster, 2021), sustainable business strategy (Jhamb & Fiegl, 2022), green purchasing (Wang 
et al., 2020), and green brand trust (More, 2019). The last hypothesis (H5) tested the mediat-
ing role of GL in the relationship between environmental sustainability thoughts and EP. The 
result also supported the hypothesis. It is essential for contemporary managers to have positive 
environmental thoughts that further lead to EP. Furthermore, GL also plays a key role in the 
relationship between environmental sustainability thoughts and EP by fostering a culture of 
sustainability, encouraging creativity and innovation, and promoting learning and growth. By 
focusing on GL, organizations can create a more sustainable future while also driving better 
business outcomes.

Table 5   Moderating results

EP

Detail β T− Value β T− Value β T− Value

Step 1
Business_age 0.10 0.31 0.12 0.47 0.13 0.41
Business + size 0.51 1.21 0.47 1.04 0.48 0.68
Respondent_education 0.17 0.17 0.13 0.21 1.14 1.43
Respondent_experience 0.08 0.14 0.10 0.23 0.02 0.03
Step 2
EST 0.283* 5.27 0.296* 4.11
GW − 0.369* 5.32 − 0.373* 6.41
Step 3
ESTxGW − 0.28** 3.12
F 3.23** 15.24* 16.23*
R2 0.02 0.19 0.21
Change-R2 0.17 0.02
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6 � Conclusions and policy recommendations

This study emphasizes the significance of creative leadership and environmental sustaina-
bility ideas in achieving environmental performance for SMEs in Saudi Arabia. According 
to the findings, SMEs should priorities creating a culture of environmental sustainability, 
and committed executives can be important in creating such a culture. The study does, 
however, provide a warning about the detrimental effects of ‘greenwashing’, which can 
sabotage the link between EP and environmental sustainability beliefs. In order to avoid 
greenwashing, SMEs must make sure that their environmental statements are transparent 
and true. SMEs may achieve a more sustainable future while avoiding the traps of green-
washing by putting an emphasis on ES and GL. The results of the study support all indirect 
and direct hypotheses, and they also suggest numerous practical and theoretical contribu-
tions as outlined below.

6.1 � Theoretical implications

The study extended the existing literature by examining the relationship between environ-
mental sustainability thoughts, EP, GL, and GW. The study has theoretical implications for 
the literature. A first contribution of this study is to advance ecological modernization the-
ory by identifying and elucidating what factors can help SMEs achieve EP. Environmental 
sustainability is regarded as a strategic capability that SMEs should utilize to achieve GL, 
which has a positive impact on EP and GW negatively influence the EP. Thus, the study 
proposed that environmental sustainability thoughts are vital resources that assist firms in 
a valuable manner in acquiring EP. Secondly, the study proved that environmental sustain-
ability thoughts are important and essential for GL. According to this study, environmental 
sustainability thoughts have a positive impact on GL and EP in turn, leading to an enhance-
ment of GL. Lastly, the study highlighted the moderating role of GW in the relationship 
between environmental sustainability thoughts and EP. Only a limited number of studies 
have tested a similar mechanism. By adding GW as a moderator, the study added to a more 
comprehensive understanding of EP.

6.2 � Practical implications

This research provides several critical practical implications to management about the 
development of environmental sustainability thoughts and their impacts on the attainment 
of EP. Firstly, SMEs should devote environmental sustainability thoughts as a strategic 
resource to increase the human potential for improving EP. Thus, it is suggested that upper 
management could develop environmental sustainability thoughts by designing green poli-
cies/practices for achieving EP. Moreover, the study demonstrated that environmental sus-
tainability thoughts are also essential for the flourishing of GL skills. Thus, it is essential 
for managers and owners of SMEs to create a culture where employees have shared norms 
and values to think positively about sustainability resulting in the emergence of GL which 
further improves the EP of SMEs. Thirdly, GW is a misleading concept considered by 
SMEs for obtaining, designing, and developing green beliefs and standards for achieving 
EP. However, the results demonstrated that GW dampens the link of EST and EP. Lastly, 
we recommend that management should emphasize GW practices as a blustering force to 
achieve EP through unconditional support of environmental sustainability thoughts. All 
these efforts will help SMEs to enhance their EP. Accordingly, the study provides various 
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practical implications to managers and policymakers of SMEs to accomplish higher EP 
with the supportive role of environmental sustainability thoughts and by avoiding GW.

6.3 � Limitations and future directions

This study has several limitations that would act as a future direction for other research. 
Firstly, the present study examined the impact of this empirical model in the SMEs sector, 
limiting its application to other industries. Consequently, we recommend that future stud-
ies broaden our study framework to other manufacturing, services, and industry sectors. 
Secondly, our study used quantitative methods and simple random sampling techniques 
for data collection; future studies should use cross-sectional methods, qualitative methods, 
or another sampling technique. Thirdly, the study is based on single independent variable 
(EST), single moderating variable (GW), and single mediating variable (GL) that are influ-
encing EP. In future studies, different other variables can also be added to make model 
capture extra information. Finally, to measure and achieve EP, this study used variables 
such as environmental sustainability thoughts, GL, and GW. We propose that future studies 
should use other sample perception to better explain and recognize SME’s EP.

Appendix: Questionnaire

Environmental Sustainability Thoughts

1.	 In my perspective, environmental conservation is crucial.
2.	 For things that are healthy for the environment, I’m willing to spend more.
3.	 I try to reduce the amount of water and electricity I use.
4.	 I’m worried about how global warming will affect the environment.
5.	 Recycling and material repurposing, in my opinion, are crucial.
6.	 I think that there is a connection between climate change and human activity.
7.	 In order to reduce my environmental impact, I’m willing to change my way of life.

Greenwashing

1.	 Our SME exaggerates the environmental advantages in its ads.
2.	 The environmental promises made by our SME in its ads are hazy or vague.
3.	 Our SME’s environmental claims are not adequately disclosed in its ads.
4.	 Our SME puts an excessive amount of attention on unimportant environmental benefits.
5.	 Our SME misleads customers by giving the idea that it is environmentally friendly 

despite the fact that this is not supported by its advertisements.

Environmental performance

1.	 Our SME complies with environmental laws and norms or goes above and beyond them.
2.	 Our SME has taken measures to reduce its environmental impact.
3.	 Our SME keeps a close eye on its environmental performance and reports it.
4.	 Our SME has a solid reputation for being environmentally responsible.
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Generative leadership

	 1.	 Our SME encourages team members to contribute to the accomplishment of shared 
objectives through their original ideas.

	 2.	 Our SME gives team members time to reflect and recognize their experiences and 
insights.

	 3.	 Our SME tries to create a supportive workplace where employees can feel supported 
and empowered.

	 4.	 In Our SME, people work in partnership with others to develop original concepts and 
solutions.

	 5.	 Our SME gives team members opportunities to progress professionally.
	 6.	 Our SME emphasizes on respect and trust when forming bonds with teammates.
	 7.	 In our SME, we encourages critical thought and assumption-checking among team 

members.
	 8.	 Our employees are prepared to take calculated risks in order to achieve important 

goals.
	 9.	 Our employees has a good outlook and a pleasant attitude.
	10.	 Our management and leadership invite feedback and accept useful criticism.
	11.	 We uphold moral standards and social duty.
	12.	 We encourage team members to assume responsibility for their duties and obligations.
	13.	 Our expectations are precisely stated and well communicated.
	14.	 We are willing to make tough choices when necessary.
	15.	 We are flexibility and adaptation to changing situations are displayed.
	16.	 We respect the contributions of every member while celebrating team accomplish-

ments.
	17.	 We enable team members to benefit from their setbacks and mistakes.
	18.	 We develop a clear vision for the team.
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