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2.2Abstract

This study examines the impact of carbon neutrality on the institutional

growth of small and medium enterprises (SMEs) in the United Arab

Emirates (UAE). In the context of global environmental challenges, carbon
neutrality has emerged as a strategic imperative to ensure sustainable
development. SMEs, as pivotal contributors to the UAE's non—oil GDP,
face unique challenges and opportunities in adopting carbon neutrality
strategies.

The study employs a descriptive—analytical methodology, combining
quantitative and qualitative approaches, with data collected through
structured surveys targeting SMEs across diverse sectors. Key findings
indicate that adopting carbon neutrality positively impacts financial
performance by reducing operational costs, enhancing efficiency, and
increasing revenues through improved market reputation. Furthermore,
carbon neutrality strengthens competitiveness by expanding market share,
attracting environmentally conscious customers, and fostering innovation.
The results also reveal that carbon neutrality enhances stakeholder
satisfaction by increasing customer loyalty, investor trust, and societal
acceptance. However, challenges such as high initial costs, technical

resource limitations, and insufficient governmental support in some sectors
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were identified. Despite these obstacles, UAE's national policies, including

financial incentives and capacity—building programs, have played a
significant role in mitigating these challenges and enabling SMEs to
implement sustainability practices effectively.

This research underscores the importance of integrating carbon neutrality
into SMEs' strategic plans to achieve sustainable institutional growth.
Practical recommendations include enhancing government support,
increasing awareness, leveraging innovation, and developing partnerships
to overcome challenges. The study also proposes future research
directions to explore sector—specific impacts, the role of cultural factors,
and the long—term implications of carbon neutrality on SMEs' performance.
Keywords: Carbon neutrality, SMEs, institutional growth, environmental
sustainability, financial performance, competitiveness, stakeholder

satisfaction, UAE, renewable energy, sustainable development.
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