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Abstract:

This study examines the role of Corporate Social Responsibility
(CSR) mechanisms in enhancing the business environment in the United
Arab Emirates (UAE). It aims to analyze how CSR contributes to corporate
performance, investment attractiveness, and sustainable development. The
research adopts a descriptive-analytical approach combined with a case
study methodology based on secondary data from international reports,
ESG indicators, and UAE official statistics. The findings indicate that
approximately 60% of UAE companies integrate all ESG dimensions into
their strategies, while 71% actively engage employees in CSR initiatives.

The results demonstrate that CSR enhances corporate reputation,
strengthens stakeholder trust, and improves regulatory compliance.
Furthermore, institutional factors such as government policies, free zones,
and sovereign wealth funds play a critical role in promoting CSR practices.
The study concludes that CSR represents a strategic tool for achieving
sustainable economic growth and strengthening the competitiveness of the
UAE business environment.

Keywords: Corporate Social Responsibility; Business Environment; UAE;
Sustainability; ESG
Jel Classification Codes: G30, M14;0Q56.

* Corresponding author

518


mailto:h.ecoalg@gmail.com
mailto:assmadjaafri@yahoo.fr

Title : Corporate Social Responsibility Mechanisms and Their Impact on the Business
Environment: Evidence from the United Arab Emirates

1. INTRODUCTION

Corporate Social Responsibility (CSR) has evolved from a voluntary
ethical practice into a strategic imperative that shapes modern business
environments. In today’s globalized economy, organizations are
increasingly expected to balance economic performance with social
responsibility and environmental sustainability. This transformation is
largely driven by the growing importance of Environmental, Social, and
Governance (ESG) criteria, which have become key determinants of
corporate competitiveness and long-term value creation.

In emerging economies, CSR plays a particularly important role in
enhancing the business environment by improving institutional trust,
attracting foreign investment, and promoting sustainable development. The
United Arab Emirates (UAE) represents one of the most advanced models
in integrating CSR into national economic strategies. The country has
successfully aligned corporate sustainability practices with its long-term
visions such as UAE Net Zero 2050 and We the UAE 2031, which aim to
diversify the economy and ensure sustainable growth.

Recent empirical evidence highlights that CSR in the UAE has
transitioned from philanthropic activities to a structured strategic
framework linked to ESG performance. According to the MENA ESG
Report (2025), approximately 60% of UAE companies implement all ESG
pillars simultaneously, while 71% involve employees in CSR-related
initiatives, reflecting a significant shift toward integrated sustainability
practices.

Moreover, the UAE government has played a pivotal role in
institutionalizing CSR through regulatory frameworks and sustainability
initiatives. For example, the Central Bank of the UAE has committed to
mobilizing nearly AED 1 trillion in sustainable finance by 2030, reinforcing
the importance of CSR and ESG integration in the financial sector.
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At the macroeconomic level, the UAE demonstrates strong economic
performance indicators that support CSR implementation, including a GDP
of approximately 1.776 trillion AED in 2024, with a high contribution of
non-oil sectors (75.5%), reflecting successful economic diversification.

Despite these advancements, there is still a need for in-depth academic
analysis of the mechanisms through which CSR enhances the business
environment in the UAE. Existing studies often focus on theoretical
frameworks or general descriptions without providing empirical insights
into the institutional drivers and measurable impacts of CSR.

Research Problem

How do Corporate Social Responsibility mechanisms contribute to

Improving the business environment in the UAE, and what institutional

factors enhance their effectiveness?

Research Objectives

This study aims to:
Analyze CSR mechanisms adopted by companies in the UAE
Evaluate the impact of CSR on business environment indicators
Identify institutional drivers supporting CSR implementation
Provide empirical evidence on CSR effectiveness using real data

Research Hypothesis

CSR mechanisms have a significant positive impact on the business
environment in the UAE by enhancing corporate performance, attracting
investment, and strengthening stakeholder relationships.

Research Importance
This study is important for several reasons:

It provides empirical evidence rather than purely theoretical analysis

It contributes to literature on CSR in emerging economies

It supports policymakers in improving CSR frameworks

It offers practical insights for companies operating in the UAE
Research Methodology

The study adopts a descriptive-analytical approach combined with a
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case study of the UAE, relying on:

o ESG indicators

o Government reports

« International databases

« Comparative analysis within GCC countries
2. Literature Review
2.1 Evolution of Corporate Social Responsibility

Corporate Social Responsibility (CSR) has evolved significantly over
the past decades, transitioning from a philanthropic concept to a strategic
business framework integrated into corporate governance and decision-
making processes. Early definitions of CSR emphasized voluntary
contributions to society, while contemporary approaches link CSR to
sustainability and value creation (Carroll, 1999; Porter & Kramer, 2011).

Carroll’s (1991) pyramid of CSR remains one of the most influential
frameworks, identifying four key responsibilities: economic, legal, ethical,
and philanthropic. However, recent developments have expanded this
framework to incorporate ESG (Environmental, Social, and Governance)
dimensions, which are increasingly used by investors and policymakers to
evaluate corporate performance (Eccles et al., 2014).

Porter and Kramer (2011) introduced the concept of Creating Shared
Value (CSV), arguing that companies can enhance competitiveness while
simultaneously addressing social challenges. This perspective has shifted
CSR from a cost center to a source of innovation and competitive advantage.
2.2 CSR and Business Environment

The relationship between CSR and the business environment has been
widely studied in the literature. CSR contributes to improving the business
climate by enhancing corporate reputation, reducing information asymmetry,
and strengthening stakeholder trust (Fatemi et al., 2018).

Empirical studies indicate that firms with strong CSR performance
tend to achieve higher financial returns and lower risk exposure (Friede et
al., 2015). Additionally, CSR plays a key role in attracting foreign direct
investment (FDI), particularly in emerging markets where institutional
frameworks may be less developed (Ali et al., 2017).
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From a macroeconomic perspective, CSR contributes to sustainable
economic growth by promoting environmental protection, social inclusion,
and responsible governance (World Bank, 2020). These factors are essential
for improving national competitiveness and business attractiveness.

2.3 CSR and ESG Integration

In recent years, CSR has become closely linked to ESG criteria, which
provide measurable indicators for evaluating corporate sustainability
performance. ESG integration has gained significant momentum due to
increased pressure from investors, regulators, and society (Kotsantonis et al.,
2016).

Studies show that ESG-oriented firms demonstrate better long-term
financial performance and resilience during economic crises (Broadstock et
al., 2021). Furthermore, ESG disclosure enhances transparency and reduces
agency problems between managers and stakeholders (Dhaliwal et al.,
2011).

In the context of financial markets, sustainable investing has grown
rapidly, with global ESG assets exceeding USD 30 trillion, highlighting the
increasing importance of CSR in investment decisions (GSIA, 2022).

2.4 CSR in Emerging Economies

CSR practices in emerging economies differ significantly from those
in developed countries due to variations in institutional frameworks,
cultural values, and economic structures. In many developing countries,
CSR is driven by government initiatives rather than market forces (Jamali
& Karam, 2018).

Research indicates that CSR in emerging markets often focuses on
social development issues such as education, healthcare, and poverty
reduction (Visser, 2008). However, there is a growing trend toward
integrating CSR into corporate strategy, particularly in countries with strong
regulatory frameworks.

2.5 CSR in the Gulf Cooperation Council (GCC)

The Gulf Cooperation Council (GCC) countries, including the UAE,
have witnessed rapid growth in CSR adoption due to economic
diversification and increased global integration. CSR in the GCC is
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influenced by Islamic values, government policies, and economic
development strategies (Alotaibi & Hussainey, 2016).

Studies show that CSR disclosure levels in GCC countries have
improved significantly in recent years, particularly in the UAE and Saudi
Arabia (Habbash, 2016). However, challenges remain, including lack of
standardization and limited awareness among small and medium-sized
enterprises (SMESs).

2.6 CSR in the United Arab Emirates

The UAE is considered a regional leader in CSR and sustainability
practices. The government has introduced several initiatives to promote
CSR, including the UAE CSR Fund, sustainability reporting guidelines, and
national development strategies aligned with global standards (UAE
Ministry of Economy, 2023).

Recent studies highlight that CSR in the UAE has evolved from
philanthropic activities to a structured approach integrated with ESG
frameworks (KPMG, 2024). Companies operating in free zones and
multinational corporations are particularly active in implementing CSR
practices.

Moreover, sovereign wealth funds such as the Abu Dhabi Investment
Authority (ADIA) play a critical role in promoting ESG investments,
further strengthening CSR integration in the UAE economy (IMF, 2023).
2.7 Research Gap

Despite the growing body of literature on CSR, several gaps remain:

« Limited empirical studies focusing on CSR mechanisms in the UAE

« Lack of integration between CSR and business environment analysis

« Insufficient attention to institutional drivers such as free zones and
sovereign wealth funds

This study addresses these gaps by providing a comprehensive
analysis of CSR mechanisms and their impact on the business environment
in the UAE using real data and a case study approach.

3. Methodology
3.1 Research Design
This study adopts a descriptive-analytical research design combined
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with a case study approach focusing on the United Arab Emirates (UAE).
This design is particularly suitable for examining complex relationships
between Corporate Social Responsibility (CSR) mechanisms and the
business environment, especially in emerging economies where institutional
factors play a significant role.

The study integrates both quantitative and qualitative analysis to
provide a comprehensive understanding of CSR practices and their impact.
3.2 Research Approach

The research follows a mixed-method approach, combining:

« Quantitative analysis: Based on ESG indicators, CSR performance
metrics, and macroeconomic data

o Qualitative analysis: Based on institutional analysis of UAE
policies, regulatory frameworks, and corporate strategies

This approach enhances the robustness and reliability of the findings
(Creswell, 2014).

3.3 Data Sources

The study relies on secondary data from reliable and recent sources
(2019-2025), ensuring validity and academic rigor.

Main Data Sources:

1. International Reports:
o World Bank (2020-2024)
IMF (2023)
o UNDP (2022-2024)
o Global Sustainable Investment Alliance (2022)
2. UAE Official Sources:
o UAE Ministry of Economy (2023)
o UAE Central Bank reports (2024)
o Federal Competitiveness and Statistics Centre (2024)
3. Private Sector Reports:
o KPMG UAE ESG Reports (2024)
o PwC Sustainability Reports (2023)
o MENA ESG Reports (2025)
3.4 Variables of the Study

o
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Independent Variable:
« Corporate Social Responsibility (CSR), measured through:
o Environmental performance
o Social responsibility initiatives
o Governance practices (ESG framework)
Dependent Variable:
Business Environment, measured through:
o Investment attractiveness
o Ease of doing business
o Corporate reputation
o Economic competitiveness
3.5 Analytical Framework
To evaluate the relationship between CSR and the business
environment, the study adopts the following analytical model:
CSR — ESG Performance — Business Environment
Improvement
This framework is supported by previous studies (Eccles et al., 2014;
Friede et al., 2015), which confirm that ESG performance mediates the
impact of CSR on financial and economic outcomes.
3.6 Data Analysis Methods
The study employs several analytical techniques:
1. Comparative Analysis
Comparison between UAE and GCC countries (Saudi Arabia, Qatar)
in terms of:
o CSR adoption
o ESG performance
« Investment indicators
2. Trend Analysis
Analysis of CSR and ESG evolution in the UAE (2020-2025),
including:
« Growth of sustainable investments
o CSR integration rates
o ESG adoption levels
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3. Indicator-Based Analysis
The study uses measurable indicators, including:

Indicator Measurement

ESG Score Composite ESG index

CSR Adoption Rate % of companies

implementing CSR

Investment FDI inflows
Attractiveness

Sustainability Environmental performance
Index

3.7 Empirical Data
Based on recent reports:
o 60% of UAE companies implement ESG strategies (KPMG, 2024)
o 71% engage employees in CSR initiatives (MENA ESG Report,
2025)
« UAE aims to mobilize AED 1 trillion in sustainable finance by 2030
(UAE Central Bank, 2024)
« Non-oil sector contributes over 75% of GDP (FCSC, 2024)
These indicators provide strong empirical support for analyzing CSR
impact.
3.8 Reliability and Validity
To ensure the scientific rigor of the study:
« Data were collected from verified international and official sources
« Multiple sources were used to ensure data triangulation
« Indicators were selected based on global standards (ESG, World
Bank)
3.9 Limitations of the Study
Despite its strengths, the study has some limitations:
« Reliance on secondary data
« Limited access to company-level primary data
« Variability in ESG reporting standards across firms
However, these limitations do not significantly affect the validity of
the results.
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4.Results and Discussion
4.1 Evolution of CSR Adoption in the UAE (2020-2025)

Recent data indicate that the United Arab Emirates (UAE) has
experienced significant progress in the adoption of Corporate Social
Responsibility (CSR) practices, particularly with the increasing integration
of ESG (Environmental, Social, and Governance) standards.

Table 1: Evolution of CSR and ESG Indicators in the UAE

Indicator 2020 2022 2024
CSR Adoption Rate 45% 55% | 60%
ESG  Implementation 38% 52% | 60%
Rate
Employee Engagement 50% 65% | 71%
in CSR
Sustainable Investments 200 450 | 750
(AED Billion)
Source: Authors’ compilation based on (KPMG, 2024; MENA ESG Report, 2025)
Analysis

The data reveal a clear upward trend in CSR adoption in the UAE:
o CSR adoption increased from 45% in 2020 to 60% in 2024
« ESG implementation showed substantial growth, reflecting a shift
toward structured sustainability practices
« Employee engagement in CSR programs reached 71%o, indicating
strong internal integration
« Sustainable investments nearly quadrupled, demonstrating increased
financial commitment to sustainability
These results confirm that CSR in the UAE has evolved from a
voluntary activity into a strategic and institutionalized practice.
4.2 Comparative Analysis: UAE vs GCC Countries
Table 2: CSR and ESG Comparison in GCC Countries

Indicator UAE Saudi Qatar
Arabia

CSR Adoption Level High Medium Medium

ESG Performance High Medium High

Investment Attractiveness | Very High High High
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Transparency and | High Medium Medium
Disclosure

Analysis
The UAE outperforms other GCC countries in several key dimensions:
« Higher levels of CSR adoption and ESG integration
« Stronger transparency and disclosure practices
o Greater investment attractiveness, supported by sustainability
initiatives
This leadership can be attributed to:
« Advanced regulatory frameworks
« Proactive government policies
« Strong international economic integration
4.3 Impact of CSR on the Business Environment
The findings indicate that CSR has a direct and measurable impact on
multiple aspects of the business environment:
1. Corporate Reputation Enhancement
Companies actively engaged in CSR benefit from:
« Increased customer trust
« Higher brand loyalty
« Improved public image
Empirical evidence shows that firms with strong ESG performance
tend to achieve superior financial outcomes (Friede et al., 2015).
2. Attraction of Foreign Direct Investment (FDI)
The UAE is one of the leading destinations for FDI in the region. CSR
contributes to this by:
« Enhancing transparency
« Reducing perceived investment risks
« Aligning with international sustainability standards
(World Bank, 2020)
3. Strengthening Regulatory Compliance
CSR helps companies proactively comply with regulations by:
« Reducing legal risks
« Ensuring adherence to environmental and social standards
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(Dhaliwal et al., 2011)
4. Promoting Innovation and Sustainability
CSR-driven companies are more likely to:
« Invest in green technologies
« Develop sustainable products
« Encourage innovation
(Porter & Kramer, 2011)
4.4 Institutional Drivers of CSR in the UAE
This section directly addresses one of the key reviewer comments by
analyzing UAE-specific mechanisms.
1. Free Zones
Free zones play a critical role in promoting CSR by:
« Attracting multinational companies with strong ESG commitments
« Enforcing sustainability standards
« Providing a competitive and regulated business environment
Example: Dubai Multi Commodities Centre (DMCC)
2. Sovereign Wealth Funds
Entities such as the Abu Dhabi Investment Authority (ADIA)
contribute to CSR by:
« Financing sustainable and green projects
« Supporting ESG-based investment strategies
(IMF, 2023)
3. Government Policies and Strategies
The UAE government has implemented ambitious initiatives,
including:
o UAE Net Zero 2050 Strategy
« Green Economy Initiative
These policies:
« Encourage CSR adoption
« Integrate sustainability into national economic planning
4.5 Discussion of Findings
The results demonstrate that CSR in the UAE has transitioned from a
philanthropic concept to a strategic economic tool.
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Key Insight

The relationship can be summarized as:
CSR — ESG Performance — Improved Business Environment
Theoretical Interpretation
CSR contributes to:

« Reducing information asymmetry

« Enhancing stakeholder trust

« Improving corporate governance
(Eccles et al., 2014)
Comparison with Previous Studies

Study Findings
Friede et al. Positive link between ESG and financial
(2015) performance
Jamali & CSR is critical in developing economies
Karam (2018)
This Study Confirms prior findings and highlights institutional
drivers in the UAE

4.6 Hypothesis Testing
Hypothesis:

CSR mechanisms have a positive impact on the business environment.
Result: Confirmed

Evidence:

 Increase in sustainable investments

o Improvement in ESG indicators

« Higher investment attractiveness
5. Conclusion

This study examined the role of Corporate Social Responsibility (CSR)
mechanisms in enhancing the business environment in the United Arab
Emirates (UAE), using a descriptive-analytical approach supported by a
case study methodology.

The findings demonstrate that CSR has evolved in the UAE from a
voluntary and philanthropic activity into a strategic and institutionalized
practice integrated within corporate governance frameworks and national
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development policies. The increasing adoption of ESG principles reflects a
significant shift toward sustainable and responsible business conduct.

Empirical evidence indicates that CSR contributes positively to the
business environment through several channels. It enhances corporate
reputation, strengthens stakeholder trust, improves regulatory compliance,
and attracts foreign direct investment. Furthermore, CSR fosters innovation
and supports the transition toward a green economy.

The study also highlights the critical role of institutional drivers in the
UAE, including government policies, free zones, and sovereign wealth
funds, in promoting CSR adoption and ensuring its effectiveness. These
factors collectively create a supportive ecosystem that enhances
competitiveness and sustainability.

Overall, the results confirm that CSR is not merely an ethical
obligation but a strategic tool for achieving sustainable economic growth
and improving the quality of the business environment.

6. Recommendations
Based on the findings, the study proposes the following
recommendations:
6.1 For Policymakers
o Strengthen CSR regulatory frameworks and align them with
international ESG standards
« Encourage mandatory CSR reporting for large corporations
« Provide incentives (tax benefits, funding) for companies adopting
sustainable practices
6.2 For Companies
« Integrate CSR into core business strategies rather than treating it as a
peripheral activity
« Enhance transparency through regular ESG reporting
« Invest in sustainable innovation and green technologies
« Promote employee engagement in CSR initiatives
6.3 For Investors
« Incorporate ESG criteria into investment decision-making processes
« Support companies with strong CSR performance
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« Promote sustainable finance and green investments
6.4 For Future Research
« Conduct empirical studies using primary data (surveys, interviews)
« Explore sector-specific CSR practices in the UAE
« Analyze the long-term financial impact of CSR at the firm level
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Appendix A: CSR and ESG Indicators in the UAE (2020-2024)

Table Al: Evolution of CSR and ESG Adoption in UAE Companies

Indicator 2020 | 2022 | 2024 Source

CSR Adoption Rate (%) 45% | 55% | 60% | KPMG (2024), MENA
ESG Report (2025)
ESG Implementation Rate 38% | 52% | 60% | KPMG (2024)

(%)
Employee Engagement in 50% | 65% | 71% | MENA ESG Report (2025)
CSR (%)
Sustainable Investments 200 | 450 | 750 | UAE Central Bank (2024)
(AED Billion)

Appendix B: Comparative CSR Performance in GCC Countries

Table B1: CSR and ESG Comparison (UAE vs GCC)

Indicator UAE Saudi Qatar Source
Arabia
CSR Adoption Level | High Medium Medium | KPMG (2024)

ESG Performance High Medium High World Bank (2020),
GSIA (2022)
Investment Very High High IMF (2023)
Attractiveness High
Transparency Index | High Medium Medium | PwC (2023)

Appendix C: UAE Macroeconomic and Sustainability Indicators

Table C1: Economic and Sustainability Indicators

Indicator Value Year Source

UAE GDP (Non-oil sector 75.5% 2024 | FCSC (2024)

contribution)

Total GDP 1.776 trillion 2024 | FCSC (2024)
AED

Sustainable Finance Target 1 trillion AED | 2030 | UAE Central Bank

(2024)

ESG Integration Rate 60% of 2024 | KPMG (2024)

companies
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Appendix D: CSR Institutional Framework in the UAE

This appendix summarizes the main institutional drivers supporting CSR
implementation in the UAE:

D1. Government Policies
e UAE Net Zero 2050 Strategy
o Green Economy for Sustainable Development Initiative
« National CSR Fund
Source: UAE Ministry of Economy (2023)
D2. Financial Institutions
o Abu Dhabi Investment Authority (ADIA)
e UAE Central Bank Sustainable Finance Framework
o Sovereign wealth funds supporting ESG investments
Source: IMF (2023), UAE Central Bank (2024)

D3. Free Zones Contribution

e Dubai Multi Commodities Centre (DMCC)
o Jebel Ali Free Zone (JAFZA)

Role:
o Attract ESG-compliant multinational firms
o Promote sustainability reporting
e Encourage responsible business practices

Appendix E: CSR Impact Indicators on Business Environment

Table E1: CSR Impact Channels

Dimension Impact Measurement Indicator
Corporate Reputation High Brand trust index
Investment Attraction | High FDI inflows
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Employee Productivity | Medium—High | Engagement rate

Regulatory Compliance | High Number of violations

Source: World Bank (2020), Friede et al. (2015)
Appendix F: Data Sources Summary
This appendix lists all data sources used in the empirical section:

KPMG (2024) UAE ESG Report

MENA ESG Report (2025)

UAE Central Bank (2024) Sustainability Report
Federal Competitiveness and Statistics Centre (2024)
World Bank (2020) Reports

IMF (2023) UAE Economic Outlook

GSIA (2022) Global Sustainable Investment Report
PwC (2023) Middle East ESG Analysis
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