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Abstract

This study examines how corporate sustainability (CS) influences the relationship

between human capital (HC) effectiveness and corporate performance (CP) in the

context of emerging economies. Drawing on HC theories and CS, we employ partial

least squares structural equation modeling (PLS-SEM) to analyze data from 94 indus-

trial and service firms listed on the Amman Stock Exchange (ASE) between June and

October 2022. Our findings reveal the dual role of HC, which not only directly influ-

ences CP but also significantly reinforces CS efforts. This research contributes to

strategic management literature by highlighting the mediating role of CS in the HC-

performance nexus. The results underscore the strategic value of HC in enhancing

sustainable practices, which positively affect CP. These insights are particularly rele-

vant for emerging economies, where understanding the role of HC can guide corpo-

rate strategies toward sustainable growth. Theoretical and practical implications are

discussed, with a focus on the importance of HC development to promote resilience

and support sustainability goals in emerging markets. Future research could explore

these dynamics across other industries and regions.
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1 | INTRODUCTION

The global economic upheaval, notably marked by the Covid pan-

demic and ensuing variants, has spurred a pivotal shift in academic

and corporate spheres, focusing on the synergy between HC, CS, and

their broader societal impacts (Cuong Pham et al., 2021; Garrigos-

Simon et al., 2018). Recent studies emphasize the redefinition of sus-

tainability in corporate contexts to balance production costs and

resource replenishment and foster competitive and innovative invest-

ments (Di Barbieri et al., 2009; Hui et al., 2024). Furthermore, the

enactment of the EU nonfinancial reporting directive has accentuated

the importance of transparent and sustainable corporate practices,

with an increasing emphasis on environmental, social, and governance

(ESG) data (Markota Vuki�c et al., 2018). In response to these multifac-

eted financial, legal, and operational challenges, the role of HC in fos-

tering organizational resilience and sustainability has gained

unprecedented relevance (Amrutha & Geetha, 2020). Despite sub-

stantial research on human capital (HC) and corporate sustainability

(CS), the specific mechanisms by which HC efficiency influences CS

and performance in emerging economies remain underexplored. This

study aims to bridge this gap by examining the mediating role of CS in

the HC-performance nexus. This study aims to fill this gap by explor-

ing the mediating role of sustainability in the HC-performance nexus.

While extensive literature has examined the direct relationship

between HC and CS (Azzam et al., 2020; Dal Maso et al., 2023;

Diebolt & Hippe, 2022; Rahi et al., 2023; Teixeira, 2014), fewer
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studies have explored the specific mechanisms through which HC

efficiency influences CS and CP. Moreover, existing studies primarily

focus on developed economies, leaving a gap in research on how HC

development shapes corporate outcomes in emerging markets

(Campos-García et al., 2023; Salehi et al., 2023). This research seeks

to address this limitation, contributing new insights into the HC-

CS-CP relationship in developing economies, specifically Jordan.

There is tension regarding the relationship between economic

sustainability performance and nonfinancial ESG sustainability perfor-

mance (Zabihollah, 2016). Sustainable development is not a brand-

new idea. It first appeared in the 1960s as fears of resource scarcity

and the emergence of ecological concerns increased (Carson, 1962;

Hardin, 1968). It emerged as an economic and strategic imperative

that can present both opportunities and risks for businesses

(Zabihollah, 2016), improve financial performance in developing

nations (Azzam et al., 2020), and enhance stakeholder confidence,

including investors and consumers, underpinning the significance of

sustainability accounting in contemporary business practice

(Abdelkader et al., 2024; Alshbili & Elamer, 2020; Markota Vuki�c

et al., 2018).

The idea of sustainable human resources as an institutional

activity addresses an essential but frequently overlooked area. Busi-

nesses and people can actively build human resource policies and

practices to satisfy social demands by creating, maintaining, or dis-

mantling institutional frames (Ren et al., 2023). The importance of

HC for achieving sustainable development has been highlighted in

recent studies (Ibrahim, 2022; Ugnich et al., 2021). Therefore, HC is

a fundamental strategic resource underpinning success and advance-

ment because employee knowledge and skills are vital in the context

of an ever-changing business environment (Subramaniam &

Youndt, 2005, cited in Tran & Vo, 2020). Also, HC is the main driver

of profitability (Nawaz & Ohlrogge, 2023). Thus, robust HC trans-

lates to increased productivity and creativity, fostering economic

growth. Socially, it enhances well-being and collaboration, contribut-

ing to societal sustainability. Environmentally informed and con-

scious HC can lead to better environmental stewardship (Diaconu &

Popescu, 2016). The resource dependency hypothesis states that an

organization's HC is its most valued asset (Barney, 1991). This com-

prehensive view of HC, encompassing its various forms and effects,

positions it centrally in the discourse on sustainable development

and corporate strategy.

Furthermore, the global shift toward an unsustainable develop-

ment paradigm has led to environmental challenges entangled with

social issues, necessitating a reevaluation of HC utilization. Addressing

this requires continuous training and improved education to enhance

economic status and living standards, ultimately leading to a sustain-

able workforce benefiting the entire economy (Alawamleh

et al., 2019). However, despite these opportunities, the uneven and

optional nature of corporate reporting in Jordan, as noted by the IMF,

indicates a gap in harnessing HC for sustainable development. This is

compounded by a general lack of awareness in the Arab world, partic-

ularly in Jordan, about the strategic importance of HC in socio-

economic growth and sustainability (Ugnich et al., 2021).

In the context of emerging economies, CS performance has

recently gained significant attention in academic circles (Roberts

et al., 2021; Selmey & Elamer, 2023; Ullah et al., 2024), particularly in

the vibrant Jordanian business environment. Jordan, as an emerging

economy, provides a unique context for examining the role of HC in

driving CS and CP. Despite its challenges, Jordan has demonstrated

resilience, making it an ideal case for exploring how businesses in

developing markets can leverage HC to achieve sustainability goals.

Jordan's second-largest capital market in the MENA region offers a

strategic location for both regional and international investors

(Albawwat, 2022). However, the country faces several socio-

economic hurdles, including one of the lowest rates of female labor

force participation globally, at less than 14% (Jordan's Economic Mon-

itor, 2023). This lack of workforce diversity, combined with limited

awareness about the strategic importance of HC for economic and

social development, represents a significant barrier to sustainability

(Qa'dan & Suwaidan, 2019). Additionally, corporate reporting in

Jordan remains uneven and often optional, highlighting the need for

better institutional frameworks to support HC development for sus-

tainability purposes (Ugnich et al., 2021). In this context, Jordanian

companies must invest in HC to not only enhance productivity and

corporate performance (CP) but also to foster long-term sustainability.

The challenges in integrating ESG principles into Jordanian busi-

ness practices are compounded by broader issues, such as data qual-

ity, lack of standards, and economic constraints (Leaders

International, 2024). However, adopting ESG practices presents sev-

eral advantages, including improved financial outcomes, enhanced

brand recognition, and increased investor confidence. For Jordanian

companies, overcoming these challenges requires collaborative efforts

to advance knowledge sharing, human capacity building, and the

development of stronger regulatory frameworks. By strengthening

the bond between HC, CS, and CP, Jordanian firms can position them-

selves for long-term success, both domestically and in international

markets (Al Frijat & Shbeilat, 2016).

To strengthen the bond between HC, CS, and CP, this study

focuses on the role that firms play in developing HC. In light of these

differing viewpoints, we think that a thorough literature analysis of

the HC interface in CP might contribute to current conversations and

further our knowledge of the ways in which it influences CP. Our

research aims to close this gap in the literature and advance the fields

of HC and CS in emerging economies. This study will answer the fol-

lowing research questions: (1) What is effective HC? (2) Does HC

impact CS? (3) Does HC impact CP? and (4) Does CS play a mediating

role in the connection between HC efficiency and CP improvement?

To address the first question, we measured HC using 12 dimen-

sions, concentrating on the target parameters identified by HC theory

and sustainability theory. To answer the second question, we consid-

ered sales growth, liquidity, company expansion, and return on invest-

ment as target parameters. To address the third question, we

additionally considered 12 items of the institutional sustainability vari-

able. To address the fourth question, we also looked at the signifi-

cance of three sustainability-related contextual factors—economic,

social, and environmental—through the lens of 12 dimensions; these
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factors most likely operate as mediators in the relationship between

HC and CP.

Finally, what are the main topics and areas of research to which

future efforts should be directed in this area, particularly in developing

nations? In the context of global value chains, the circular knowledge

economy, and the circular economy, managers require more training

to help them understand the significance of this expanding field. They

are searching for innovative approaches to boost institutional sustain-

ability through enhancing HC and creating competitive manufacturing

capacities. Rosa et al.'s (2020) work on I4.0 and the circular economy

has focused on the application of new technologies to increase pro-

duction efficiency and enhance the product-service system. Further-

more, a circular knowledge economy may prove to be a beneficial

substitute for a flourishing circular economy and a means of attaining

sustainability in regional and international commercial activities (Ul-

Durar et al., 2023). Therefore, considering vital global issues like

Industry 4.0, global value chains, and the circular economy, firms

should provide training opportunities that promote excellence in the

development of practical, interpersonal, and technical abilities (Ul-

Durar et al., 2023). Companies will have to hunt harder in the upcom-

ing years for HC that possesses the knowledge, skills, and talents

needed to promote sustainability and improve financial performance,

especially in emerging economies. The realization of sustainability

goals in contemporary businesses is fundamentally reliant on the

engagement and capabilities of their workforce, as highlighted by

Piwowar-Sulej (2021).

This research contributes to the academic discourse by exploring

the intricate relationship between HC, CS, and CP, particularly in the

context of developing economies grappling with current global eco-

nomic challenges. First, it identifies the essential attributes of HC nec-

essary for companies, especially in developing countries. Alawamleh

et al. (2019) underscore that many firms fail to fully utilize their

human potential, often focusing more on task-oriented strategies

rather than leveraging HC for enhanced productivity. Second, the arti-

cle addresses gaps in sustainability performance from a human

resource management perspective. It examines how HC can positively

impact the ESG facets of sustainable development, aligning with the

sustainable development goals (SDGs) to bolster CP in emerging mar-

kets. Structural limitations still influence the results of the labor

market. It also encourages companies to play a pivotal role in develop-

ing the competencies of managers and CEOs and enhancing CP and

sustainability. Third, the study provides insights into the perception of

sustainability in Jordanian firms, highlighting its role as a guiding prin-

ciple in the nation's financial market development. To encourage com-

panies that have not adopted the practice of preparing sustainability

reports as comprehensive and dialogic reports to work toward provid-

ing sustainability reports that are dialogical and comprehensive and in

accordance with disclosure standards so that they are accessible to all

users. This helps companies achieve their SDGs and ensures that

these goals are reflected in their financial performance. Finally, the

research fills a critical gap in understanding the dynamics of sustain-

ability and CP in developing markets, a topic less explored compared

to developed financial markets.

2 | THEORY UNDERPINNING HC AND
SUSTAINABILITY

The extensive and practical usage of HC for sustainability in organiza-

tions has emerged as a popular topic in the research domain

(Rana, 2022). A study by Queiró (2022) indicates that HC is a major

influence on corporate dynamics. Ibrahim (2022) asserts that HC is

considered a vital part of sustainable development. According to

Chaparro-Banegas et al. (2023), achieving sustainable development is

more difficult in the absence of an educated and well-equipped soci-

ety that supports research and initiatives based on sustainable devel-

opment options.

2.1 | HC theory

HC is considered an intangible asset made up of multiple competen-

cies that an individual has learned over his life, including knowledge,

experience, training, and skills (Field & Mkrtchyan, 2017;

Goldin, 2016). It is intellectual capital's most important component

(Fincham and Roslender, 2003). According to Alvino et al. (2021), the

company's most valuable resource is knowledge, which is why “peo-
ple” are the driving force behind its success.

The amalgamation of HC and sustainability theories offers pro-

found insights into addressing critical global challenges. HC, embodied

by individuals possessing knowledge, experience, competence, and

ability, plays a pivotal role in crafting solutions to climate change, soci-

etal well-being, moral and financial capital preservation, and economic

development. These concepts converge to enhance CP, particularly in

emerging economies. The capital approach, as articulated by Atkinson

(2008), underscores the importance of wealth and its impact on sus-

tainability and sustainable development. Wealth, defined as changes

in actual asset values, holds the key to sustainability, as a loss in

wealth directly impacts future well-being. Emerging markets, such as

the Middle East and North Africa (MENA) region, face the imperative

of achieving economic and environmental sustainability. Strategic

approaches that simultaneously bolster HC and foster innovation are

paramount in these contexts (Ibrahim, 2022).

HC theory, as pioneered by economists Theodore Schultz and

Gary Becker in the 1960s, postulates that investments in education

and training enhance productivity (Becker, 1975; Schultz, 1961, cited

in Ross, 2023). This theory underscores the pivotal role of education

in the workforce, subsequently extending to the broader concept of

intellectual and HC. The concept of “human capital” signifies the

innate productive talents of individuals and the potential for improve-

ment through investments in education, on-the-job training, and

health (Eide & Showalter, 2010). The quality of the workforce, encom-

passing knowledge, skills, motivation, and trust, emerges as a primary

driver of HC's wide-reaching impact. It is essential to recognize that

experiences translate into knowledge and skills (Frese & Rauch, 2001).

Proper investments in HC are imperative for improved performance

at the individual, group, organizational, and national levels (Tran &

Vo, 2020).
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Performance is a measurable outcome of managing operations,

procedures, goods (including services), and organization systems

(Jääskeläinen et al., 2022). It could pertain to qualitative or quantita-

tive results (IWA 26:2017). According to Tangen (2005), performance

is the general term for excellence that encompasses productivity and

profitability in addition to other noncost elements like quality, speed,

delivery, and adaptability, cited in Jääskeläinen et al. (2022). Abeyse-

kera (2010) states that when a corporation has resources like HC and

a learning environment, it can more effectively connect with the

external world. Mitchell Williams (2001) backs up this claim, saying

that an organization can improve performance by effectively using its

human resources.

2.2 | Sustainable design theory

On the sustainability front, theories take diverse approaches to

address environmental, social, and cultural issues (Elamer &

Boulhaga, 2024; Elamer & Kato, 2024; Elamer & Utham, 2024;

Mahran & Elamer, 2024). Ecological models emphasize biological

diversity and ecological integrity, while political models focus on social

structures that uphold human dignity. Economic models extend their

scope to sustain natural and financial capital.

The concept of “Sustainable Design Theory” encompasses inno-

vative strategies to rethink industrial products, processes, and organi-

zational operations within a sustainable socio-economic framework

(Baldassarre et al., 2020). Institutional theory highlights the role of

social and environmental factors, often exerting greater influence than

market forces, in shaping formal structures within organizations

(Kauppi, 2013). Sustainability compels companies to operate in the

interest of all stakeholders, including employees, shareholders, inves-

tors, customers, government, and society. A sustainable business

strategy aligns with the core principles of economy, society, and envi-

ronment. Its primary goals encompass enhancing worker justice, job

satisfaction, societal well-being, reducing environmental pollution, and

championing human rights, all of which contribute significantly to

CP. Thus, the corporate sector is working to enhance its social and

environmental performance to shift from short-term to long-term,

sustainable profit maximization (Nazir et al., 2024). For businesses to

accomplish their objectives in a way that aligns with fundamental eco-

nomic, social, and environmental principles, they need capable human

cadres who support enhancing sustainability and improving

performance.

3 | LITERATURE REVIEW AND
HYPOTHESIS DEVELOPMENT

3.1 | HC efficiency and corporate sustainability

Since the 2008 financial crisis, there has been an expansion in the

research on HC, highlighting the critical role that effective financial

management plays in a firm's ability to survive, grow, and profitability

of firms (Kayani et al., 2019). Achieving CS requires the long-term

creation of economic, social, and environmental value through invest-

ments, business strategies, and a focus on sustainability (Elamer et al.,

2024; Hui et al., 2024; Marie et al., 2024; Mio et al., 2022; Mou-

barak & Elamer, 2024; Ullah, Jiang et al., 2024; Ullah, Owusu et al.,

2024). Becker's theory of HC posits that individuals possessing

higher-quality HC tend to generate more favorable outcomes

(Al Shbail et al., 2022). Campos-García et al. (2023) indicate that HC

emerges as a critical driver of business sustainability.

In the context of sustainability, it is imperative to consider all

forms of capital, including natural, biological, social, technological,

financial, and cultural, along with their intricate interactions (Šlaus &

Jacobs, 2011). The growth of HC emerges as a key determinant of

long-term sustainability. Ibrahim (2022) reinforces this perspective by

highlighting that the improvement of HC is equally vital for sustain-

able growth as the advancement of innovation.

Grounded in the theories of Mincer (1958), Schultz (1961), and

Becker (1975), as a fundamental driver of innovation and economic

growth, the concept of HC resembles physical capital in its potential

for enhancement through training, healthcare, and education

(Diebolt & Hippe, 2022). These improvements translate into increased

output and accelerate economic growth (Ibrahim, 2022). Seclen-Luna

et al.'s (2020) research reinforces the direct impact of HC composition

on the productivity of manufacturing firms in developing countries.

Piwowar-Sulej (2021) underscores the essential role of competent

and ambitious HC in the implementation of sustainable development

principles within firms and in advancing the fulfillment of the SDGs

(Chaparro-Banegas et al., 2023). Corredor and Gomez (2019) con-

cluded that HC with higher skill levels is more inclined to implement

sustainability practices.

Building upon the insights gleaned from the literature review, the

study posits the following hypothesis:

H1. HC efficiency positively influences CS.

3.2 | HC efficiency and CP

Tran and Vo (2020) investigated the impact of HC efficiency on busi-

ness performance, finding a positive relationship between HC effi-

ciency and business performance across various industries. Similarly,

Amouzesh et al. (2011) conducted an extensive study examining the

correlation between sustainable growth rates and business perfor-

mance, revealing a strong association between return on assets

(ROAs), price-to-book (P/B) ratios, and the deviation of actual growth

rates from sustainable growth rates. Sisodia et al. (2021) also explored

the relationship between HC and CP, reporting a favorable correlation

between business performance and the presence of a robust HC pool.

HC represents a crucial component of intellectual capital, encom-

passing individuals' knowledge, experience, skills, and capacities

within an organization (Roslender & Fincham, 2004). Lin et al. (2012)

found that HC disclosure positively affects CP, whether measured by

ROA or the market-to-book ratio. Aman-Ullah et al. (2022) identified

4 AL FRIJAT and ELAMER
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HC—defined as employees' productive talents, knowledge, and skills—

as a significant driver of a firm's performance. Tjahjadi et al. (2022)

confirmed that HC efficiency positively and directly influences

CP. Similarly, Majumder et al. (2023) demonstrated that HC-employed

efficiency positively impacts profitability, highlighting the clear rela-

tionship between HC and a company's financial performance.

Research by Wangwe et al. (2016) provides compelling evidence

of the substantial impact of HC on corporate financial performance.

Rahman and Akhter (2021) focused on factors related to HC invest-

ment that influence the performance of banks, including training, edu-

cation, knowledge, and skills, and found a positive correlation

between these factors and bank performance. Bhutta et al. (2021)

emphasized that businesses can enhance productivity by strategically

leveraging the capabilities of talented human resources to achieve

competitive advantages and long-term market success. Hatch and

Dyer (2004) underscored the significant impact of investing in a com-

pany's HC on its overall performance. Nawaz and Ohlrogge (2023)

found that HC efficiency consistently drives financial performance,

particularly during economic downturns, underscoring the pivotal role

of HC in profitability.

Drawing from these profound insights derived from the literature

review, the study formulates the following hypothesis:

H2. HC efficiency positively influences CP.

3.3 | The mediate role of CS on CP

The sustainable growth of businesses is receiving increasing attention,

especially in light of the COVID-19 pandemic and recurrent financial

crises (Zhou et al., 2022). Zhou et al. (2022) found that a company's

market value can increase with improved ESG performance. Feldman

(1997) confirmed that tightening environmental controls can boost

operational effectiveness without raising environmental management

costs, thereby enhancing financial performance. Similarly, Telle (2006)

found that lower pollutant emissions correlate with better financial

performance. Iwata and Okada (2011) demonstrated that greenhouse

gas emission reduction leads to improved financial performance in

clean industries.

On the social side, Al Frijat et al. (2023) concluded that corpo-

rate social responsibility (CSR) sustainability significantly impacts the

financial performance of Jordanian companies. Inoue and Lee (2010)

also found a positive relationship between CSR indicators and finan-

cial performance. Montabon et al. (2007) conducted an analysis link-

ing sustainability management practices with key financial metrics,

such as return on investment and sales growth. Their findings show

a favorable impact of sustainability on financial performance, dem-

onstrating positive associations between various environmental

management practices and company performance measures. Simi-

larly, Khan et al. (2022) examined the influence of sustainability ini-

tiatives on financial performance in both manufacturing and service

industries, revealing significant positive effects of sustainability

investments on financial performance. Yilmaz (2021) further

confirmed a positive relationship between CS performance and

financial performance.

Human development, often characterized by improvements in

HC, plays a pivotal role in driving economic growth. In emerging mar-

kets like the Middle East and North Africa, the potential for sustain-

able growth is substantial (Ibrahim, 2022). This underscores the

importance of building HC for sustainability. CS, as defined by

the Brundtland Report (1987), involves employing business strategies

and activities that address current needs while safeguarding and

enhancing human and natural resources for future generations (Rahi

et al., 2023). Montabon et al. (2007) again highlighted the link

between sustainability management practices and key financial met-

rics, such as return on investment and sales growth, demonstrating a

favorable impact of sustainability on financial performance. Pham

et al. (2021) examined the impact of sustainable policies on the finan-

cial performance of 116 publicly traded Swedish companies, finding a

link between corporate business sustainability and financial success.

Similarly, Khan et al. (2022) found significant positive effects of sus-

tainability investments on the financial performance of companies in

both manufacturing and service industries. Yilmaz (2021) confirmed

this positive relationship between CS performance and financial per-

formance. Azzam et al. (2020) explored the relationship between sus-

tainability disclosures and financial performance in developing nations

like Jordan, concluding that there are favorable correlations between

social and financial performance.

Based on these insights, the study formulates the following

hypotheses:

H3. CS positively influences CP.

H4. CS positively influences the relationship between

HC efficiency and CP.

4 | METHODOLOGY

4.1 | The exploratory methodology and sample

Many studies use an exploratory methodology (Al Frijat et al., 2023).

In our study, we investigate managers' and chief executives' responses

to the role of HC in improving CS and CP at the ASE. Drawing from

their experiences, we construct interpretations that define the reali-

ties of sustainability and performance (Schwandt, 1994). The selection

of the ASE as the focal point of this study is underpinned by the criti-

cal observation of the absence or deficiency of knowledge and skills

within the HC element, which plays a pivotal role in bolstering sus-

tainability and enhancing performance. The ASE encompasses four

distinct sectors: Industry, Insurance, Banks, and Services. By the end

of 2023, 225 companies were listed on the market, with the majority

being small to medium-sized businesses.

According to the Securities Depository Centre (SDC) website, the

study population comprises 190 companies classified as nonfinancial

sectors (Amman Stock Exchange, 2018). Purposive sampling was
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employed, and the sample included 94 industrial and service compa-

nies that have implemented sustainability regulations. Financial sector

companies (Banks and Insurance sectors) were not included in this

analysis due to their adherence to distinct rules of disclosure and cor-

porate governance issued by Jordan's central bank and insurance

commission (Alodat et al., 2022).

Al-Othman and Al-Zoubi (2019) indicate that the companies in

Jordan have become more concerned than in previous years with the

quality of their financial statements. In addition, new governance rules

were issued, and Jordan's framework for sustainability is still in its

infancy (Qa'dan and Suwaidan, 2019). This means that the financial

periods before 2019 were not in which most companies were obli-

gated to disclose sustainability indicators because no mandatory pro-

visions were forcing them to disclose the importance of these

indicators. Furthermore, these corporations were not issuing sustain-

ability reports because they were not legally obligated to do so. Also,

some corporates from the research sample were disqualified for vari-

ous reasons: First, their financial data had gaps; second, companies

suffered successive annual losses; and third, some enterprises were in

the liquidation stage (Al Frijat et al., 2023).

4.2 | Data collection

This study uses an exploratory approach; data procurement for this

research was executed by disseminating a comprehensive question-

naire to managers occupying various strategic roles across departments.

The Jordanian business environment has been expanding due to global

investments. So, companies listed in ASE require the presence of man-

agers with high levels of technical competence to manage their activi-

ties (Al Frijat et al., 2023). The data collection period spanned from

June to October 2022. Several expert evaluators thoroughly reviewed

the questionnaire's format and content to ensure its comprehensive-

ness and alignment with the study's objectives. Subsequently, the ques-

tionnaire items were subjected to a rigorous analysis employing partial

least squares structural equation modeling (PLS-SEM). The findings

shed light on the pivotal role of managers and executives within

Jordanian companies in elucidating the CS vision and strategies. The

sample pool selected for this study, comprising companies listed on the

ASE, comprised 341 participants, of which 287 responses were deemed

suitable for robust statistical analysis. As is often the case with multi-

variate analytical techniques, using large samples can be beneficial in

meeting the analysis of the PLS-SEM approach's minimum sample size

requirements (Ringle et al., 2023).

Table 1 shows the response rate of 84%, which underscores the

participants' commitment to maintaining the confidentiality of their

responses. The data analysis relied on a Likert scale ranging from 1 to

5, effectively capturing the nuances of the participants' perspectives.

Notably, 63% of respondents occupied top and medium administra-

tive roles. This demographic was chosen due to its pivotal contribu-

tions to CS endeavors. Regarding age distribution, 45% of

respondents fell within the 30–40 age brackets, with an additional

33% comprising individuals below 30. Gender-wise, men constituted

the majority, accounting for 85% of the participants. Educational

backgrounds reflected a diverse range, with 72% holding bachelor's

degrees and 28% graduate programs in business-related fields and

others. Regarding practical experience, many respondents boasted an

experience ranging from 5 to more than 15 years. This cohort's practi-

cal experience is a driving force in pursuing CS goals to enhance CP.

4.3 | Variables definition and measurement

This study aims to test the role of CS as a mediating variable in the

relationship between HC efficiency and CP using Smart PLS. Accord-

ing to Ringle et al. (2023), both primary and secondary data can be uti-

lized to analyze PLS-SEM.

4.3.1 | HC efficiency as an independent variable

The independent variable, HC, is a complex construct that includes

various qualities that help firms create value and perform better both

financially and nonfinancially. It encompasses the capacities that peo-

ple possess (Becker, 2009), such as their knowledge, talents, and

insights, which cannot be bought or sold. This includes elements like

human awareness and creativity (Ibrahim, 2022; Šlaus &

Jacobs, 2011), initiatives for training and development

(Monica, 2018), and implicit knowledge (Carson et al., 2004). The

RICARDIS research (2006) by the European Commission reaffirms

TABLE 1 Demographic characteristics of respondents.

Characteristics No. of responses/(responses rate)

Gender

Male 243 (84.66%)

Female 44 (15.33%)

Age

30 or less 33 (11.49%)

30–<40 129 (44.94%)

40–<50 82 (28.57%)

>50 43 (14.98%)

Employees

High management 91 (31.70%)

Mid management 163 (56.79%)

Low management 33 (11.50%)

Education

Undergraduate degree 209 (72.82%)

Graduate degree 78 (27.17%)

Experience

<5 31 (10.8%)

5–<10 77 (26.82%)

10–<15 113 (39.37%)

>15 66 (23%)
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that HC is made up of talents, emphasizing its holistic nature and the

importance of drive, experience, and ability (Mariz-Pérez et al., 2012).

In the modern landscape, essential 21st-century skills, including

communication, cooperation, teamwork, critical thinking, and digital

literacy, highlight the multifaceted nature of HC (Binkley et al., 2012).

This variable was tested using 12 dimensions (see Table 2).

TABLE 2 Measurement model analysis.

Items Loading VIF

Cronbach's

alpha AVE

Rho

(a)

Rho

(c)

Human capital (HC)

HC-1: “Company managers are familiar with areas of the Code of Professional

Conduct about bribery, embezzlement, and anti-corruption.”
0.726 2.006 0.938 0.596 0.940 0.946

HC-2: “Company managers have Knowledge and skills in Managing climate-related

physical and transition risks.”
0.735 2.065

HC-3: “Company managers have knowledge and skills in “management report

discussion and analysis.”
0.798 2.374

HC-4: “Company managers are familiar with strategy—the approach the entity uses to

manage sustainability-related risks and opportunities.”
0.849 3.837

HC-5: “Company managers are familiar with the guidelines for applying the CDSB

framework.”
0.801 2.750

HC-6: “Company managers have the ability to contribute to raising and strengthening

social and environmental consciousness.”
0.856 3.599

HC-7: “Company managers have the ability to evaluate weaknesses in sustainability

areas and correct them.”
0.726 2.001

HC-8: “Company managers have sustainable communication skills with all internal and

external parties to deal with all sustainability-related issues.”
0.793 2.508

HC-9: “Company managers have the ability to promote diversity in employment and

create a work environment that encourages equality and respect for difference.”
0.752 2.179

HC-10: “Company managers have the ability to measure and evaluate the company's

performance from an environmental and social standpoint.”
0.711 1.963

HC-11: “Company managers are familiar and knowledgeable with digital innovation

and blockchain.”
0.753 2.081

HC-12: “Company managers have the skill of planning, making decisions, and

developing recommendations for all sustainability-related issues.”
0.746 2.061

Corporate sustainability (CS)

CS-1: “Company always supports safeguarding the environment and climate change

mitigation.”
0.744 1.983 0.926 0.553 0.927 0.937

CS-2: “Company supports Clean water access and health risk management.” 0.743 1.970

CS-3: “Company supports Efficient natural resource utilization and responsible waste

management.”
0.761 2.234

CS-4: “Company supports Infrastructure development.” 0.728 1.917

CS-5: “Company promotes health, education, and technology transfer.” 0.743 2.055

CS-6: “Company supports gender equality and worker well-being.” 0.804 2.422

CS-7: “Company supports eradicating poverty.” 0.724 2.007

CS-8: “Company supports economic growth and promotes local investments.” 0.700 1.765

CS-9: “Firm supports industrialization, innovation and Blochian.” 0.741 1.900

CS-10: “Company supports equal opportunities and social and economic inclusion.” 0.735 2.101

CS-11: “Company supports creating job opportunities instead of attracting foreign

workers.”
0.737 2.175

CS-12: “Company supports human development through employment and training.” 0.760 2.188

Corporate performance (CP)

CP-1: “We have improved our Sales or Revenue Growth.” 0.882 2.157 0.820 0.650 0.851 0.881

CP-2: “We have improved our Liquidity.” 0.712 1.414

CP-3: “We have reached our Company's growth.” 0.846 2.019

CP-4: “We have increased our Return on investments.” 0.773 1.675
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4.3.2 | CS as a mediating variable

Sustainability disclosures (SDs) are defined by Dienes et al. (2016) as

the balance between financial (profit), social (people), and environ-

mental (planet) elements. CS encompasses three vital dimensions:

financial, social, and environmental. Diaconu and Popescu (2016) indi-

cate that these measurement dimensions are drawn from insights pro-

vided by various studies and reports. As well as sustainable practices

involve formulating a clear environmental policy and making addi-

tional investments to establish sustainability (Ortiz-Martínez

et al., 2023). In our study, this variable was tested using 12 dimensions

(see Table 2).

4.3.3 | CP as a dependent variable

Financial performance metrics have received nearly all the focus in

certain business and management domains. These metrics serve as

business performance indicators, providing quantitative information

demonstrating a firm's performance (Badawy et al., 2016). Many stud-

ies have covered the topic of a firm's financial performance in various

ways. According to Kaplan and Norton (1992), organizational perfor-

mance is a collection of financial and nonfinancial measures used to

evaluate how well a firm's goals and objectives have been achieved.

These measures include financial indicators such as return on assets,

liquidity, sales growth, and return on equity, as well as nonfinancial

indicators like job satisfaction, competitive advantages, customer sat-

isfaction, and service quality. So, researchers have shown a growing

interest in financial and nonfinancial performance metrics

(Dunk, 2005).

Moreover, Singh et al. (2015) indicated that financial performance

indicators can be measured using information from stock exchanges

or publicly available corporate statements. Additionally, financial per-

formance can be measured by data obtained from managers, such as

their market share and profitability, without relying on secondary data

to test the company's performance. Managers can rate their com-

pany's overall success, which is useful given the difficulty of compar-

ing various objective performance indicators in international settings

or gathering objective data in developing nations (Hult et al., 2008,

cited in Singh et al., 2015). Moreover, corporate annual reports

highlighting performance may be intentionally misleading (Brown &

Laverick, 1994), making the data collected from managers the most

reliable for testing.

Although objective performance measures can reduce the poten-

tial for common method variance (Wall & Wood, 2005, cited in Singh

et al., 2015), obtaining consistent and comparable data for the full

sample of companies under study is often difficult. Hence, subjective

performance metrics can be trustworthy in an emerging market, as

Hult et al. (2008) demonstrated. Managers from companies in four

countries, including Jordan, reported that data collected from man-

agers to measure CP were reliable. Responses loaded well on one of

the performance measures, indicating that managers correctly classi-

fied the underlying performance construct across different indicators

(Singh et al., 2015). In our study, this variable was tested using four

dimensions (see Table 2).

4.4 | Descriptive statistics

The findings shed light on the pivotal role of managers within

Jordanian companies in elucidating the CS vision and strategies. The

respondents' insights were solicited on a range of variables encom-

passing HC, CS, and CP.

The descriptive statistics regarding the study variables represent

HC efficiency, CS, and CP. In addition, the mean value of HC is 3.60,

and the mean value and SD of sustainability are 3.62 (0.541); for CP,

the mean value and SD are 3.55 (0.666). This interpretation repre-

sents that HC efficiency plays a vital role in achieving sustainability

for corporates, which is positively reflected in the CP.

5 | ANALYSIS AND FINDINGS

We investigate variables' direct and indirect effects on performance

using the structural equation modeling (SEM) methodology. To verify

the suggested association between HC, CS, and CP, we selected the

PLS-SEM method utilizing Smart PLS. PLS-SEM is widely used across

various business disciplines, including accounting, management sci-

ences, and information systems, demonstrating a deep understanding

of this approach (Aftab et al., 2023; Ringle et al., 2023). Researchers

favor PLS-SEM over covariance-based SEM (CB-SEM) due to its

higher statistical power. Moreover, PLS-SEM is superior to regression

in evaluating mediation effects.

Many studies incorporating primary and secondary data exten-

sively use SEM approaches (Rajesh, 2020). Accordingly, there is a

greater likelihood of detecting correlations between variables with

higher statistical power. Thus, PLS-SEM is an excellent choice for this

study. Furthermore, Hair et al. (2019) and Ringle et al. (2023) highlight

three primary reasons for using PLS-SEM: the use of formative indica-

tors, sample size considerations, and data dispersion. Additionally,

SEM has a significant advantage over most other analytical models. It

is well-known for its ability to estimate causal impacts through path

connection analysis, which evaluates additive and linear causal models

with hypothetical support (Kaplan, 2008).

5.1 | Measurement model assessment

The measurement model's reliability and validity were rigorously

assessed using established methodologies. Internal consistency reli-

ability was evaluated using Cronbach's alpha, a widely accepted mea-

sure that examines the intercorrelations between different

measurement indicators. It is based on the assumption that all indica-

tors should have equal loadings on their respective constructs. In this

study, Cronbach's alpha values for all variables were consistently high,

indicating strong internal consistency reliability. None of the

8 AL FRIJAT and ELAMER
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Cronbach's alpha values exceeded one or fell below 0.70, further

affirming the robustness of internal consistency reliability, as recom-

mended by Hair et al. (2019) (see Table 2).

In addition to AVE, the reliability of individual indicators was con-

sidered. This evaluation measures how strongly measurement indica-

tors are associated with their respective constructs. High loading

values indicate that a substantial portion of the indicator's variance is

accounted for by the underlying construct. While a recommended

outer loading value of 0.708 or higher is ideal, a value of 0.7 is gener-

ally acceptable in most cases because of its proximity to the recom-

mended threshold. Loading values falling between 0.4 and 0.7 are also

deemed acceptable as long as the removal of indicators within this

range does not adversely affect the reliability or AVE of the composite

constructs, as suggested by Hair et al. (2019) (see Table 2).

Convergent validity, another essential aspect of measurement

validity, was assessed using the average variance extracted (AVE)

methodology, originally introduced by Fornell and Larcker (1981).

Convergent validity ensures that all indicators of a particular construct

accurately reflect the underlying construct. As shown in Table 2, each

construct in this study demonstrated an AVE exceeding 0.5 for the

corresponding indices, affirming convergent validity.

Collinearity issues between independent latent variables are also

investigated at this level (i.e., predictor constructs). It can be challeng-

ing to pinpoint the precise amount of change in the dependent latent

variable brought on by a single predictor variable due to the high level

of collinearity (Hair et al., 2019). A VIF measure should be used to

look into any potential collinearity issues at the level of the predictor

constructs, according to Hair et al. (2019). The VIF value should range

from 0.2 to 5.00 to ensure that predictor constructs are not collinear.

Therefore, the VIF results in our study ranged from 0.2 to 5.00, ensur-

ing that the prediction structures are not parallel. As shown in

Table 2, the study's results show no correlation problems related to

the model used.

Table 2 further illustrates the outer loadings for the constructs

employed in this study, confirming their contribution to the mea-

surement model's reliability and validity. Therefore, the previous

assessments enormously enhanced the measurement model's reli-

ability and validity, ensuring the robustness of the data for subse-

quent predictive modeling and path analysis, as depicted in

Figures 1 and 2.

5.2 | Discriminant validity

Discriminant validity, an important aspect of measurement model

analysis, was rigorously assessed using Fornell and Larcker's (1981)

criterion. This well-established method is a modern criterion for evalu-

ating discriminant validity in partial least squares (PLSs) models. It pro-

vides a robust measure to ensure that constructs are distinct. The

Fornell and Larcker ratio was calculated for the constructs in this

study. Therefore, the test threshold value should be less than 0.90 for

discriminant validity. The findings affirm that the constructs in this

study met this threshold, providing evidence of their discriminant

validity. Overall, the results of the measurement model analysis for

discriminant validity, as detailed in Table 3, demonstrate that the con-

structs in this study exhibit discriminant validity. They are distinct and

effectively measure different aspects of the underlying constructs.

This reinforces the robustness of the measurement model and the

quality of the data for subsequent analyses.

6 | HYPOTHESIS TESTING AND
DISCUSSION

This study explores how HC can be leveraged to achieve sustainability

and improve performance, focusing on evidence from emerging econ-

omies. The regression analysis findings for the hypothesized relation-

ships are presented in Table 4 and Figure 2, revealing a favorable

correlation between HC, CS, and CP. According to Table 4, the struc-

tural model test results show that H1 and H2 are supported with path

coefficients of 0.841 and 0.467 and t-values of 39.167 and 5.398,

respectively, all significant at the 0.05 level. This indicates a positive

relationship between HC, CS, and CP, suggesting that familiarity with

knowledge, experiences, capacities, and skills enhances firm perfor-

mance and sustainability. Consequently, H1 and H2 are accepted.

The data gathered to test these hypotheses show a positive rela-

tionship between HC and both CS and CP, indicating that the compe-

tence of HC influences CS and CP. Enhancing sustainability and

improving CP requires efficient HC equipped with knowledge

and abilities. Managers who are well-versed in the code of profes-

sional conduct provisions related to bribery, embezzlement, managing

physical and transition risks associated with climate change, and

“management report discussion and analysis” contribute significantly

to enhancing performance and sustainability. Moreover, familiarity

with strategy, sustainability-related risks and opportunities manage-

ment, and guidelines for applying the CDSB framework further sup-

port this enhancement.

Managers and executives play a critical role in boosting CP and

sustainability by raising social and environmental awareness, assessing

and correcting sustainability-related weaknesses, addressing sustain-

ability issues through effective communication, supporting workplace

diversity, and fostering an environment of equality and respect. Addi-

tionally, their knowledge of blockchain technology and digital innova-

tion equips them to handle sustainability-related challenges

efficiently, ultimately reflecting in the company's financial

H1 H3

H4
H4

HC

CS  

CP H2

F IGURE 1 The study's model. Source: Created by authors. HC,

human capital; CS, corporate sustainability; CP, corporate
performance.
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performance. Šlaus and Jacobs (2011) emphasize that developing HC

is a primary factor in long-term sustainability studies. Similarly,

Githaiga et al. (2023) highlight the significance of firm-specific HC as a

driver of competitive advantage and business sustainability from

resource-based perspective theory and HC theories. Backman (2014)

also indicates that the cognitive capabilities of HC positively affect

company productivity. Piwowar-Sulej (2021) asserts that skilled and

motivated employees are essential for successfully implementing sus-

tainable development ideas in firms.

These findings reinforce the results of previous studies that

assert HC efficiency positively impacts CS and CP (Azzam

et al., 2020; Dal Maso et al., 2023; Hatch & Dyer, 2004; Rahi

et al., 2023). According to Githaiga et al. (2023), human resource

practices such as hiring suitable personnel, providing necessary train-

ing and motivation, evaluating performance, and fair compensation

are crucial for financial sustainability. The theories of Mincer (1958),

and Schultz (1961) propose that HC, like physical capital, can be

improved through training, education, and health, thereby increasing

output and accelerating economic growth (Teixeira, 2014). Schultz

and Becker noted that investing in education and training may

increase productivity.

Similarly, H3 is supported by the analytical results (β = 0.309,

t = 3.725, p < 0.05). The results show a positive relationship between

CS and CP, indicating that CP is affected by sustainability. Thus, H3 is

accepted. This implies that a company's financial performance

improves with increased disclosure of sustainability information,

including environmental protection measures, climate change mitiga-

tion, clean water access, health risk management, natural resource

usage, and responsible waste disposal. Enhanced financial perfor-

mance is also supported by infrastructure development, worker wel-

fare, gender equality, education, health promotion, and technology

transfer. Furthermore, financial performance improves with disclo-

sures on poverty eradication, economic growth support, local invest-

ments, industrialization, innovation, equal opportunities, social and

economic inclusion, job creation over attracting foreign workers,

and human development through employment and training.

The study reinforces previous findings that sustainability disclo-

sure positively impacts CP (Azzam et al., 2020; Bhutta et al., 2021;

Markota Vuki�c et al., 2018). In other words, Sales growth, company

growth, liquidity, and return on investment are significantly influenced

by sustainability reports. Alodat et al. (2023) show a strong correlation

between CS and financial and operational performance. According to

Garcia and Orsato (2020), there may be a favorable correlation

between financial performance and actual ESG scores. Sustainability

initiatives can lead to higher yields, lower costs, and better hazard

management, enhancing the brand's reputation (Dal Maso

et al., 2023).

F IGURE 2 The Smart Pls model. Source: Created by authors.

TABLE 3 Discriminant validity.

Construct HC CS CP

HC 0.806

CS 0.702 0.744

CP 0.727 0.741 0.772

Abbreviations: CP, corporate performance; CS, corporate sustainability;

HC, human capital.
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Finally, Table 5 reveals that the final hypothesis (H4) is statisti-

cally significant, supported by the indirect effects of HC on CS and CP

(β = 0.260, t = 3.613, p < 0.05). This indicates that CS partially medi-

ates the relationship between HC and CP. Thus, H4 is accepted. This

implies that teams with clear environmental policies, sustainable prac-

tice investments, and innovative societal, environmental, and eco-

nomic support programs are more likely to enhance CP. Effective

working capital management can boost revenue and profits, propelling

faster growth rates. Srouji et al. (2023) emphasize that publishing sus-

tainability data is crucial for evaluating company performance and its

importance for profits and diversification.

These results reinforce previous studies that assert HC efficiency

positively impacts CS and CP (Amouzesh et al., 2011; Dal Maso

et al., 2023; Diebolt & Hippe, 2022; Nawaz & Ohlrogge, 2023; Rahi

et al., 2023; Teixeira, 2014).

R-squared values play a crucial role in assessing the predictive

capability of a study model within the sample data. They indicate the

extent to which endogenous factors (dependent variables) can be

explained by exogenous variables (independent variables). R-squared

values range from 0.00 to 1.00, with higher values closer to

1 indicating greater predictive ability. According to Hair et al. (2019),

R-squared scores of 0.75 and above, equal to or below 0.25, are clas-

sified as having strong, middling, and weak predictive power, respec-

tively. CS (R-squared = 0.707) and CP (R-squared = 0.556) were the

two variables with the highest R-squared values in this study, indicat-

ing moderate in-sample predictive power.

Furthermore, Stone–Geisser's metric (Q-squared) is widely used

to assess the model's capacity to forecast data not used and its out-

of-sample predictive power. For any reflective endogenous concept in

the model, Q-squared should be greater than zero (Geisser, 1974; Hair

et al., 2017). According to Hair et al. (2019), values of 0.02, 0.15, and

0.35 specifically indicate low, medium, and high predictive power.

Based on the Q-squared values of the two reflective endogenous con-

structs in this investigation, the model has a strong capacity for pre-

diction (see Table 6).

7 | CONCLUSION, IMPLICATION,
CONTRIBUTIONS, AND LIMITATION

In light of global economic fluctuations and innovations, this study

explores how CS influences the relationship between HC effective-

ness and CP, with evidence from emerging economies. The results

demonstrate a positive relationship between HC, CS, and CP, indicat-

ing that sustainability and performance are significantly influenced by

HC competence. This means that implementing sustainability and

improving company performance requires efficient HC, represented

by knowledge, skills, and abilities, which can be leveraged to engage

in socially, environmentally, and economically responsible activities.

Managers and executives with the necessary skills and knowledge

to manage opportunities related to climate change, business ethics,

and sustainability-related financial disclosures—such as “management

report” and “management discussion and analysis”—play a crucial role.

Familiarity with the CDSB framework requirements and the business's

strategies for addressing sustainability-related risks and opportunities

is essential. Additionally, enhancing social and environmental aware-

ness, developing sustainable communication skills, and supporting

workplace diversity contribute to improved CP and sustainability.

These findings align with previous studies that assert HC effi-

ciency positively impacts CS and CP (Amouzesh et al., 2011; Azzam

et al., 2020; Dal Maso et al., 2023; Diebolt & Hippe, 2022; Hatch &

Dyer, 2004; Monica, 2018; Nawaz & Ohlrogge, 2023; Rahi

TABLE 4 T-value and p-value.
Path Path coefficient t-value p-value Significance (p < 0.05)

H1 HC ! CS 0.841 39.167 0.000 Confirmed

H2 HC ! CP 0.467 5.398 0.000 Confirmed

H3 CS ! CP 0.309 3.725 0.000 Confirmed

Abbreviations: CP, corporate performance; CS, corporate sustainability; HC, human capital.

TABLE 5 Summary of mediation results.

Total effect (HC ! CP)

Coefficient t statistics p values

HC ! CP 0.727 22.843 0.000

Direct effect (HC ! CP)

Coefficient t statistics p values

HC ! CP 0.467 5.398 0.000

Specific indirect effect of (HC on CP)

Relationship Coefficient t statistics p values Significance (p < 0.05)

H4 HC ! CS ! CP 0.260 3.613 0.000 Confirmed
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et al., 2023; Teixeira, 2014). Additionally, the study demonstrates that

enhanced business performance and sustainability are positively cor-

related. Companies that support the disclosure of sustainability

information—such as measures to protect the environment, mitigate

climate change, improve access to clean water, manage health risks,

use natural resources responsibly, and dispose of waste—experience

improved financial performance.

7.1 | Implications

This study advances the literature on HC and CS by highlighting the

critical role CS plays in mediating the relationship between HC and

CP, particularly in the context of emerging economies. While previ-

ous studies have explored the direct effects of HC on corporate out-

comes, our research provides new insights into the underlying

mechanisms that link HC efficiency with sustainability and perfor-

mance. This contribution is especially relevant to emerging markets,

where the integration of sustainability practices is still evolving, and

HC is a crucial strategic asset. The findings emphasize the need for a

more holistic view of HC, one that recognizes its potential not only

as a driver of performance but also as a facilitator of sustainable

development. Future studies should further investigate this relation-

ship in other emerging economies to determine whether similar

dynamics are present in different institutional and economic

contexts.

For practitioners, our research offers actionable strategies to

enhance CS and performance through HC development. Companies

in emerging economies, particularly those listed on the Amman Stock

Exchange (ASE), should prioritize continuous investment in HC, focus-

ing on developing the technical, digital, financial, and sustainability-

related skills that are increasingly essential in the modern economy.

Our findings suggest that HC, when aligned with CS initiatives,

becomes a critical lever for improving organizational resilience and

long-term growth.

Businesses should conduct regular audits of their HC capabilities,

ensuring they can attract and retain skilled workers who are equipped

to meet the challenges posed by digitization, climate change, and

evolving sustainability standards. This includes investing in employee

training programs that foster proficiency in sustainability reporting,

ESG risk management, and technological innovations such as block-

chain and digital tools. Moreover, companies should adopt more com-

prehensive sustainability reporting frameworks that adhere to

international disclosure standards, thereby enhancing transparency

and stakeholder trust. These efforts will not only improve CP but also

support broader social and environmental objectives, such as reducing

carbon footprints, improving worker well-being, and promoting gen-

der equality.

From a policy perspective, regulators and policymakers in emerg-

ing economies should encourage businesses to integrate sustainability

into their HC development strategies. This could include the introduc-

tion of incentives or guidelines that promote sustainable HR practices,

such as training in environmental management, ESG reporting, and

the development of green skills. Governments could also play a more

active role in supporting the corporate sector by fostering public-

private partnerships aimed at advancing sustainability education and

capacity-building initiatives, particularly in areas like renewable

energy, water management, and climate change mitigation.

7.2 | Contributions

This research provides insights into how Jordanian firms perceive sus-

tainability as a guiding principle for the nation's financial markets.

While CS and CP research has advanced in developed financial mar-

kets, this study addresses a crucial research gap by exploring these

variables within developing markets. It identifies the fundamental

skills and knowledge essential for HC in companies, particularly in

emerging nations, and highlights existing gaps in sustainability perfor-

mance, especially concerning human teams responsible for sustain-

ability management.

The study offers a comprehensive guide outlining the critical HC

capabilities required to achieve optimal sustainability performance

and improved overall performance, particularly in challenging times.

These efforts can lead to enhanced CS and expedite progress toward

sustainability objectives, which should be a primary goal for busi-

nesses. Moreover, it encourages developing countries to accelerate

the development of sustainability programs to improve their CP.

7.3 | Limitations

While this study makes valuable contributions to the literature on HC,

CS, and CP, several limitations must be acknowledged. First, the

research focuses exclusively on the manufacturing and service sectors

of companies listed on the Amman Stock Exchange (ASE). This sec-

toral limitation restricts the generalizability of the findings, as the

results may not be fully representative of firms operating in different

industries or global markets. Future research should broaden its scope

to include other sectors, such as finance, technology, or agriculture,

and explore how HC and CS interact across diverse industries in both

developed and developing markets.

TABLE 6 Predictive relevance and
explanatory.

Endogenous construct R-squared R-squared adjusted Q2 predict RMSE MAE

CS 0.707 0.706 0.703 0.549 0.398

CP 0.556 0.553 0.522 0.697 0.523

Abbreviations: CP, corporate performance; CS, corporate sustainability.

12 AL FRIJAT and ELAMER

 15353966, 0, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1002/csr.3013 by T

est, W
iley O

nline L
ibrary on [03/11/2024]. See the T

erm
s and C

onditions (https://onlinelibrary.w
iley.com

/term
s-and-conditions) on W

iley O
nline L

ibrary for rules of use; O
A

 articles are governed by the applicable C
reative C

om
m

ons L
icense

https://onlinelibrary.wiley.com/action/rightsLink?doi=10.1002%2Fcsr.3013&mode=


Second, this study employed 12 CS dimensions as intermediary

variables. While these dimensions provide useful insights, they may

not capture the entire breadth of sustainability factors that influence

CP. For instance, themes such as climate change, biodiversity, and

resource scarcity are gaining significant global attention but were not

fully covered in this study. Future research should extend this work

by incorporating a more comprehensive set of sustainability metrics,

especially those aligned with the United Nations SDGs, to better

understand the holistic impact of sustainability on corporate out-

comes. In particular, exploring firms' climate change disclosures and

sustainability reports could offer deeper insights into how sustainabil-

ity practices affect long-term performance.

Third, there is a lack of recent, in-depth research on Jordan's busi-

ness performance and the specific characteristics of HC in the coun-

try. This highlights a need for further investigation into how HC

strategies in Jordan can be optimized to meet the growing demands

of a globalized economy. Future studies should delve into how busi-

nesses can equip employees with the digital, technological, and tech-

nical skills required in an increasingly knowledge-based economy.

Given the rapid pace of technological advancements, understanding

how firms in emerging markets, such as Jordan, can cultivate a work-

force that adapts to these changes is critical for sustaining

competitiveness.

Finally, this study's focus on industrial companies and service

institutions was driven by the limited availability of nonfinancial data

on sustainability practices over the years. This limitation suggests the

need for future research to promote the collection and analysis of

comprehensive sustainability data across all sectors, including those

with limited reporting practices. Researchers in developing nations,

particularly in Jordan, should be encouraged to examine sustainability

indicators in a broader range of sectors, encompassing both financial

and nonfinancial companies. This would enable a more robust under-

standing of the relationship between HC, sustainability, and CP in dif-

ferent institutional contexts.
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Šlaus, I., & Jacobs, G. (2011). Human capital and sustainability. Sustainabil-

ity, 3(1), 97–154. https://doi.org/10.3390/su3010097
Srouji, A. F., Hamdallah, M. E., Al-Hamadeen, R., Al-Okaily, M., &

Elamer, A. A. (2023). The impact of green innovation on sustainability

and financial performance: Evidence from the Jordanian financial sec-

tor. Business Strategy & Development, 6(4), 1037–1052. https://doi.
org/10.1002/bsd2.296

Subramaniam, M., & Youndt, M. A. (2005). The influence of intellectual

capital on the types of innovative capabilities. Academy of Management

Journal, 48(3), 450–463. https://doi.org/10.5465/amj.2005.17407911

Tangen, S. (2005). Demystifying productivity and performance. Interna-

tional Journal of Productivity and Performance Management, 54(1), 34–
46. https://doi.org/10.1108/17410400510571437

Teixeira, P. N. (2014). Gary Becker's early work on human capital—
Collaborations and distinctiveness. IZA Journal of Labor Economics, 3,

12. https://doi.org/10.1186/s40172-014-0012-2

Telle, K. (2006). “It pays to be green”—A premature conclusion? Environ-

mental and Resource Economics, 35(3), 195–220. https://doi.org/10.
1007/s10640-006-9013-3

Tjahjadi, B., Soewarno, N., Nadyaningrum, V., & Aminy, A. (2022). Human

capital readiness and global market orientation in Indonesian micro-,

small- and-medium-sized enterprises business performance. Interna-

tional Journal of Productivity and Performance Management, 71(1), 79–
99. https://doi.org/10.1108/IJPPM-04-2020-0181

Tran, N. P., & Vo, D. H. (2020). Human capital efficiency and firm perfor-

mance across sectors in an emerging market. Cogent Business & Man-

agement, 7, 1738832. https://doi.org/10.1080/23311975.2020.

1738832

Ugnich, E., Chernokozov, A., & Ugnich, M. (2021). Human capital in the sys-

tem of sustainable development goals: Significance and prospects. EDP

Sciences, 258, 07053. https://doi.org/10.1051/e3sconf/202125807053

Ul-Durar, S., Awan, U., Varma, A., Memon, S., & Mention, A.-L. (2023).

Integrating knowledge management and orientation dynamics for

organization transition from eco-innovation to circular economy. Jour-

nal of Knowledge Management, 27(8), 2217–2248. https://doi.org/10.
1108/JKM-05-2022-0424

Ullah, F., Jiang, P., & Elamer, A. A. (2024). Revolutionizing green business:

The power of academic directors in accelerating eco-innovation and

sustainable transformation in China. Business Strategy and the Environ-

ment, 33, 5051–5072.
Ullah, F., Owusu, A., & Elamer, A. A. (2024). New blood brings change:

Exploring the link between rookie independent directors and corpo-

rate cash holdings. Long Range Planning, 57(4), 102451. https://doi.

org/10.1016/j.lrp.2024.102451

Wall, T. D., & Wood, S. J. (2005). The romance of human resource manage-

ment and business performance, and the case for big science. Human

Relations, 58(4), 429–462. https://doi.org/10.1177/0018726705

055032

Wangwe, S., Mmari, D., Aikaeli, J., Rutatina, N., Mboghoina, T., &

Koyondo, A. (2016). The performance of the manufacturing sector in

Tanzania: Challenges and the way forward. Working Paper No. 22.

Yilmaz, I. (2021). Sustainability and financial performance relationship:

International evidence. World Journal of Entrepreneurship, Management

and Sustainable Development, 17(3), 537–549. https://doi.org/10.

1108/WJEMSD-10-2020-0133

Zabihollah, R. (2016). Corporate sustainability: Theoretical and integrated

strategic imperative and pragmatic approach. The Journal of Business

Inquiry, 16(1), 60–87. https://ssrn.com/abstract=3148705

Zhou, G., Liu, L., & Luo, S. (2022). Sustainable development, ESG perfor-

mance and company market value: Mediating effect of financial per-

formance. Business Strategy and the Environment, 31(7), 3371–3387.
https://doi.org/10.1002/bse.3089

How to cite this article: Al frijat, Y. S., & Elamer, A. A. (2024).

Human capital efficiency, corporate sustainability, and

performance: Evidence from emerging economies. Corporate

Social Responsibility and Environmental Management, 1–16.

https://doi.org/10.1002/csr.3013

16 AL FRIJAT and ELAMER

 15353966, 0, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1002/csr.3013 by T

est, W
iley O

nline L
ibrary on [03/11/2024]. See the T

erm
s and C

onditions (https://onlinelibrary.w
iley.com

/term
s-and-conditions) on W

iley O
nline L

ibrary for rules of use; O
A

 articles are governed by the applicable C
reative C

om
m

ons L
icense

https://doi.org/10.1080/00207543.2019.1680896
http://www.investopedia
https://doi.org/10.1108/JMLC-12-2021-0142/FULL/PDF
https://doi.org/10.1108/CR-01-2020-0021
https://doi.org/10.1111/1467-8551.12126
https://doi.org/10.1080/23322039.2021.1954317
https://doi.org/10.1080/23322039.2021.1954317
https://doi.org/10.3390/su3010097
https://doi.org/10.1002/bsd2.296
https://doi.org/10.1002/bsd2.296
https://doi.org/10.5465/amj.2005.17407911
https://doi.org/10.1108/17410400510571437
https://doi.org/10.1186/s40172-014-0012-2
https://doi.org/10.1007/s10640-006-9013-3
https://doi.org/10.1007/s10640-006-9013-3
https://doi.org/10.1108/IJPPM-04-2020-0181
https://doi.org/10.1080/23311975.2020.1738832
https://doi.org/10.1080/23311975.2020.1738832
https://doi.org/10.1051/e3sconf/202125807053
https://doi.org/10.1108/JKM-05-2022-0424
https://doi.org/10.1108/JKM-05-2022-0424
https://doi.org/10.1016/j.lrp.2024.102451
https://doi.org/10.1016/j.lrp.2024.102451
https://doi.org/10.1177/0018726705055032
https://doi.org/10.1177/0018726705055032
https://doi.org/10.1108/WJEMSD-10-2020-0133
https://doi.org/10.1108/WJEMSD-10-2020-0133
https://ssrn.com/abstract=3148705
https://doi.org/10.1002/bse.3089
https://doi.org/10.1002/csr.3013
https://onlinelibrary.wiley.com/action/rightsLink?doi=10.1002%2Fcsr.3013&mode=

	Human capital efficiency, corporate sustainability, and performance: Evidence from emerging economies
	Abstract
	1  |  INTRODUCTION
	2  |  THEORY UNDERPINNING HC AND SUSTAINABILITY
	2.1  |  HC theory
	2.2  |  Sustainable design theory

	3  |  LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
	3.1  |  HC efficiency and corporate sustainability
	3.2  |  HC efficiency and CP
	3.3  |  The mediate role of CS on CP

	4  |  METHODOLOGY
	4.1  |  The exploratory methodology and sample
	4.2  |  Data collection
	4.3  |  Variables definition and measurement
	4.3.1  |  HC efficiency as an independent variable
	4.3.2  |  CS as a mediating variable
	4.3.3  |  CP as a dependent variable

	4.4  |  Descriptive statistics

	5  |  ANALYSIS AND FINDINGS
	5.1  |  Measurement model assessment
	5.2  |  Discriminant validity

	6  |  HYPOTHESIS TESTING AND DISCUSSION
	7  |  CONCLUSION, IMPLICATION, CONTRIBUTIONS, AND LIMITATION
	7.1  |  Implications
	7.2  |  Contributions
	7.3  |  Limitations

	ORCID
	REFERENCES


