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Abstract 

Sustainability concerns have been posing excessive pressure on businesses to operate in a manner that 

extends beyond the traditional operating system. As a result, legacy profit maximization has also been 

influenced with the inclusion of substantive ESG initiatives. This paper addresses the change and 

examines the relationship between sustainable business practices and financial performance through a 

secondary analysis. Especially, in the recent decades, where environmental, social, and governance 

considerations have become a must, it is important to understand whether sustainability contributes to 

financial outcomes and how both businesses and policymakers should address them. The findings reveal 

that the relationship between sustainability and financial performance is complex and context dependent. 

Many reports support the inclusion of sustainable practices and positively explained how financial gains 

arising from efficiency gains, innovation, and enhanced stakeholder relationships. However, negative 

opinions also came forward as researchers identified short-term cost pressures and mixed or neutral 

outcomes, particularly for SMEs and highly competitive industries. 

The result found that sustainable business practices are most likely to generate financial benefits only if 

strategically integrated into core business operations and evaluated over a long-term period. This study 

is also significant in recommending strategies for managerial figures and policymakers to ensure the 

positive financial outcomes of sustainable business practices. 

 

Chapter 1: Introduction 

1.1 Background of the Study 

The rising concerns of sustainability and the degradation of the environment have transformed the 

operations of the industrial business over the years. Go Green and minimal wastage become the basis of 

these initiatives, upon which the industries are forced to transform their business dynamics to retain their 

position in the market. In this way, sustainability has become a central concern for businesses that 

operate in an increasingly complex and interconnected global environment. 

Sustainability is, however, not limited only to environmental betterment, as it also focuses on social 

equity and governance compliance. The shift towards sustainability further discloses the issues with 

environmental degradation, climate change, social inequality, and corporate misconduct, which lead 

many businesses to face backlash. Now, maintaining sustainability is not just a means of business 

growth, but also to meet the demands of governments, investors, consumers, and society at large (Park et 

al., 2022). As a result, business evaluation has broadened from financial performance to its contribution 

to sustainable development, as well as firms’ ability to operate with responsibility. This transformation 
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has encouraged organizations to integrate sustainability considerations into their strategic decision-

making processes rather than treating them as mere peripheral activities. 

 

 
Figure 1: ESG Infused Business Practices 

Source: (Transforma Insights, 2025) 

 

In business practices, sustainability is mainly encompassed in 3 parts, also known as ESG 

(Environmental, Social, and Governance) factors (Figure 1). Environmental initiatives, such as resource 

efficiency and emissions reduction, are the primary goals set to be achieved within a time period 

(Awewomom et al., 2024). The social practices, including employee welfare, community engagement, 

and governance mechanisms of promoting transparency and ethical conduct, are also considered an 

utmost necessity to maintain a competitive position in an over-competitive industry. The growing 

prominence of the ESG framework reflects the institutionalization of sustainability within corporate 

reporting (annual reporting) and investment evaluation. 

As sustainability becomes increasingly interconnected with operational attributes, its implications have 

also expanded from enhancing brand name to improving financial performance. The situation requires 

special scholarly attention to evaluate whether sustainability can significantly improve financial 

performance or constrain it in the long term. 

1.2 Sustainable Business Practices and Financial Performance 

Improving financial performance and continuing to increase it up to the margin still remains the most 

fundamental indicator for business success, which reflects how an organization generates profit, creates 

shareholder value, and sustains competitive advantage. The most common measures are accounting-

based indicators such as return on assets and return on equity (Shatnawi et al., 2021). Similarly, market-

based measures such as stock returns and firm valuation are also equally important. However, with the 

inclusion of sustainable business practices, firms are now obliged to justify sustainability-related 

investments in economic terms, to stay transparent and true to their business. 

The increasing awareness of sustainability adaptation and the growing demands for sustainable products 

and services create new potential for financial outcomes. For this, some researchers argue that 

responsible business practices can lead to superior financial outcomes through enhanced operational 

efficiency, improved risk management, and increased innovation, which attract stakeholders (Khan et 
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al., 2021). From their perspective, it can be suggested that sustainability is viewed as a value-creating 

strategy that contributes to long-term financial resilience. 

However, there are also different opinions regarding this matter. For instance, Escoto et al. (2022) and 

Geissdoerfer et al. (2023) argue that sustainability initiatives impose additional costs on firms, which 

could negatively affect profitability by diverting resources away from core business activities. Especially 

for small and medium enterprises, these additional costs increase complexities and hinder operational 

excellence. The overly contrasting view highlights the complexities of the sustainability-financial 

performance relationship and underscores the need for additional analysis. 

1.3 Research Gap and Problem Statement 

Despite the different arguments and increasing interest in the relationship between sustainable business 

practices and financial performance, there is a significant lack of academic discussion, resulting in an 

inconclusive solution. The question, whether sustainable business practices increase or decrease 

financial performance remains underexplored. Some studies report a positive association between 

sustainability and financial outcomes, stating that sustainable business practices can be useful in 

increasing firms’ value and ultimately lead to financial gain. Also, others find neutral, mixed, or even 

negative relationships between these two variables. Furthermore, contextual factors such as industry 

type, firm size, and geographic location can also affect the conclusion of the question. But there are not 

many discussions on them to lead to a proper solution.  These limitations suggest a lack of understanding 

regarding the nature and strength of the sustainability-financial performance, requiring detailed research 

using existing literature to comment on the unresolved debate. 

1.4 Research Aim, Objectives, and Questions 

The paper aims to analyze the relationship between sustainable business practices and financial 

performance and how sustainability initiatives influence financial outcomes. The objectives and 

questions are pointed out below. 

Research Objectives 

● To examine the key dimensions of sustainable business practices adopted by firms 

● To analyze the relationship between sustainability and financial performance. 

● To analyze the theoretical explanations linking sustainability and financial outcomes. 

● To evaluate the role of contextual factors in shaping the sustainability-financial performance 

relationship. 

Research Questions 

● What are the key dimensions of sustainable business practices in contemporary organizations? 

● How do sustainable business practices influence financial performance? 

● What theoretical perspectives explain the relationship between sustainability and financial 

performance? 

● What contextual factors affect the strength and direction of the sustainability-financial relationship? 

 

Chapter 2: Literature Review 

2.1 Sustainable Business Practices 

Sustainability in business includes restructuring the organizational activities and strategies to balance an 

organization’s economic performance with ESG protection. The concept has evolved over time, as 

Odeyemi et al. (2024) mentioned, the modern sustainable business practice shifted from a narrow focus 

on environmental compliance to a broader and integrated approach to even business evaluation. To 
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explain it more, Mullen (2020) informed that in early times, sustainability in business only focused on 

environmental management and regulatory adherence to better marketing, which has transformed and 

evolved over time. Today, the contemporary sustainable business practice involves framing 

sustainability as a multidimensional construct embedded within core business strategy that can 

significantly ensure brands’ long-term growth (Figure 2). 

 

 
Figure 2: Key Dimensions of Sustainable Business Practices in Modern Times 

Source: (Pérez Estébanez & Sevillano Martín, 2025) 

 

As stated by Celestin & Sujatha (2024), in this, environmental protection, social responsibility, and 

ethical governance are the prime factors to ensure sustainability within the operation. 

For the adoption of sustainable business practices, many organizations follow the triple bottom line, 

which emphasizes the simultaneous pursuit of economic, environmental, and social objectives. As 

Bonfanti et al. (2023) mentioned, following this framework, firms are capable of generating significant 

profit along with minimizing their environmental harm and improving society. Barko et al. (2022) 

further enlighten the discussion by stating how the firms adapt environmental, social, and governance 

practices to generate high margins. 

Environmental practices include energy efficiency, waste reduction, emissions control, and sustainable 

sourcing, while social practices include employee well-being, diversity and inclusion, community 

engagement, and human rights protection. According to Li et al. (2022), these two factors significantly 

improve organizations’ internal and external operations. Additionally, governance practices include a 

focus on transparency, accountability, ethical leadership, and effective risk management, which can 

improve the brand’s reputation and please stakeholders’ expectations. 

Recently, sustainability has been institutionalized with the ESG frameworks, mandating the inclusion of 

environmental, social, and governance initiatives for every organization. The framework provides a 

standardized criteria for evaluating corporate sustainability performance.  As Puente De La Vega 

Caceres (2024) mentioned, ESG metrics are increasingly used by investors, regulators, and other 

organizational rating agencies to assess a firm’s potential viability in the long run and evaluate risks. 

This shift has further reinforced the strategic relevance of sustainability business practices to ensure a 

firm’s long-term viability. 
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However, despite the growing importance and influence of sustainable business practices, the concept of 

sustainable business practices remains unstable from practice to theory. Regarding this, Alraja et al. 

(2022) mentioned that adoption of sustainable practices is not the same for every organization and firms 

differ significantly in the scope, depth, and motivation of their sustainability initiatives. Especially while 

the larger enterprises are capable of sudden shifts and transforming their operations according to the 

stakeholders’ demands and new rules, small and medium-sized companies suffer from the consequences. 

In addition to the resource gaps, there are also differences in firms’ motivation. For example, as Crossley 

et al. (2021) reflected in some organizations, adopt proactive sustainability strategies aimed at 

innovation and long-term value creation, while others engage in symbolic practices to maintain 

legitimacy. These variations of engaging with sustainable practices complicate the empirical analysis 

and face issues with finding a legitimate answer in research findings. 

2.2 Measures of Financial Performance 

A business’s long-term retention depends on its financial performance, which reflects a firm's ability to 

generate economic value and sustain a competitive advantage amidst global competition. Even while 

studying the relationship between sustainability and organization performance, financial outcomes are 

necessary measures to find whether the sustainable business practices are leading to better economic 

outcomes. As mentioned by Duvnjak (2025), such financial outcomes are commonly measured using 

accounting-based and market-based indicators (Figure 3). 

 

 
Figure 3: Most Common Financial Performance Measures 

Source: (Self-Created) 

 

Accounting-based measures such as return on assets, return on equity, and profit margins disclose how 

efficient the organization’s internal operations are, besides highlighting its short-term financial health. 

Gross & Perotti (2017) explain that these indicators are widely used for their availability and 

comparability across firms. Additionally, market-based measures, including stock returns, firm 

valuation, and Tobin’s Q (Q ratio), help to understand investors’ perceptions of firms’ potential growth 

and long-term profitability. As Wei et al. (2024) highlighted, these measures are particularly relevant 

when firms expect their sustainability initiatives to yield benefits over a certain time period. They further 

explain that market-based indicators are not only important to indicate current organizational 

performance, but also provide information on expected risks, innovation potential, and reputational 

capital. 
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The outcomes of the result depend on which financial performance metrics an organization has used. For 

example, as Chen et al. (2023) mentioned, firms that use account-based measures often underestimate 

the long-term benefit of sustainability investment as they tend to focus mostly on short-term 

profitability. On the other hand, Wei et al. (2024) disclose that market-based measures can be influenced 

by external factors, which often detach the firm from its specific sustainability practices. So, in a way, 

both of these methods involve some backwardness, suggesting that a firm should always align its 

performance measures with the theoretical assumption 

2.3 Theoretical Frameworks: Relationship Between Sustainability and Financial Performance 

Several theoretical frameworks can be employed to explain the relationship between sustainable 

business practices and financial performance. The most influential among them is the Stakeholder 

Theory that explains how firms create value by effectively managing relationships with a wide range of 

stakeholders, including employees, customers, supply chain individuals, communities, and shareholders 

(Awa et al., 2024). Implying this view, it can be suggested that sustainability initiatives enhance trust 

and cooperation with the stakeholders, which ultimately leads to improved financial outcomes. 

The resource-based view (RBV) similarly provides an explanation by putting sustainability as a source 

of valuable, rare, and inimitable resources. Sustainable business practices as RBV, reflect its capabilities 

of environmental innovation, ethical governance, and strong stakeholder relationships, leading to 

sustained competitive advantage (Alkaraan et al., 2024). Organizations that integrate sustainability into 

their strategic decision-making and operations are enabled to achieve superior performance through 

differentiation, cost efficiency, or enhanced resilience. 

There is also the Institutional theory, emphasizing the role of regulatory, normative, and cognitive 

pressures in shaping corporate behavior (Risi et al., 2023). This theory hints at firms’ adoption of 

sustainable business practices, which can be a response to meet those institutional factors, such as 

regulatory requirements, industry norms, or societal expectations. It is also aligned with firms’ 

motivation to adapt those practices. For instance, while sustainability practices can enhance legitimacy 

and reduce regulatory risk, their direct impact on financial performance depends on their strengths in 

institutional pressures and genuine implementation. 

Legitimacy theory further highlights the relationship between sustainable business practices and 

financial performance by suggesting that sustainability initiatives are used by firms to align their 

operations with societal values and expectations (Crossley et al., 2021). Now, legitimacy can indeed 

protect firms from reputational damage and stakeholder sanctions, but when sustainability is aligned 

with this, the financial benefits can be reduced, if not supported by substantive operational changes. 

 

2.4 Different Views on the Sustainability-Financial Performance Relationship 

2.4.1 Positive Relationship between Sustainable Practices and Financial Performance 

A set of existing research focuses on the positive relationship between sustainable business practices and 

financial performance. Bhutto (2024) disclosed that sustainability initiatives contribute to improved 

financial outcomes by enhancing operational efficiency, strengthening brand reputation, and reducing 

business risk. Environmental initiatives, even if they are cost-consuming during the beginning process, 

can be associated with cost-saving and productivity improvement in the long run. 
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Figure 4: How Sustainable Development Contributes to Better Stakeholder Engagement 

Source: (Silva et al., 2025) 

 

Strategically, sustainability is associated with innovation and differentiation. Following sustainable 

practices, several manufacturing departments are forced to close their legacy system and update to more 

efficient and innovative technology. As Ghobakhloo et al. (2021) mentioned, those firms often ended up 

developing new products, accessing environmentally conscious consumer segments, and improving 

stakeholder trust, which ultimately benefits their financial performance. Further, social responsibility 

involves better employee management and ethical organizational behaviors, which translates into higher 

employee productivity, as mentioned by Alkhadra et al. (2023) (Figure 4). By adhering to green 

business, firms can meet customers’ sustainable preferences and build customer loyalty, which also 

improves marginal value. 

2.4.2 Negative Relationship between Sustainable Practices and Financial Performance 

In contrast to the positive reviews, there are also critiques arguing about the negative relationship 

between sustainable business practices and financial performance. Their perspectives mostly suggest that 

sustainability initiatives only impose additional costs on firms, especially in the short term, which can 

often become a burden for them. Omowole et al. (2024) explain that investing in environmentally 

friendly technologies, compliance with social standards, and enhanced governance structures further 

increase operational expenses, leading to a reduction in profit margin. 

This negative relationship can mostly be found in industries with intensive price competition or low 

margins, where they have limited flexibility to upgrade their operational structures and manage the 

additional costs (Sheng & An, 2024).  Also, as Martins et al. (2022) mentioned, small and medium-sized 

firms may also experience financial strain due to resource constraints and lack of economies of scale. 

Critics like Yu et al. (2024) and Marti et al. (2024) further argue that sustainability investment can divert 

managerial attention and capital away from the initial business activities, which ultimately affect the 

financial performance. 
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2.4.3 Mixed and Neutral Findings in the Sustainability-Performance Relationship 

There are also several researchers with mixed or neutral comments regarding the relationship between 

sustainable business practices and financial performance. These studies neither support or discard the 

idea of sustainability improving financial performance. Their views mostly suggest that sustainability 

does not automatically lead to improved financial outcomes, and its effects are only positive for the 

larger organizations. 

 

 
Figure 5: Advantages and Disadvantages of Sustainable Business Practices 

Source: (Bespoke WS Ltd, 2025) 

 

Also, sometimes the positive impacts of stability objectives are neutralized by their negative impacts in 

other directions of the business (Figure 5). Amornkitvikai et al. (2022) argue that small and medium-

sized businesses and many e-commerce businesses focus on short-term financial indicators, so they often 

fail to capture the benefits of sustainable investments, which are meant to be absorbed in the long run. 

Additionally, the variations in how sustainability is operational and rated can also contribute to the 

incident result. 
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2.4.4 Contextual and Other Influencing Factors 

Beyond the overall positive and negative findings, some studies emphasized the role of contextual and 

moderating factors in influencing the relationships between sustainable business practices and financial 

performance. 

 

 
Figure 6: Moderating Factors that Influence the Sustainable-Financial Performance Relationship 

Source: (Alshehhi et al., 2018) 

 

As Bacchiocchi et al. (2024) stated, no matter what strategic decision a firm makes, its size, industrial 

condition, geographic location, and regulatory environment would significantly influence its financial 

outcomes (Figure 6). For instance, as Handoyo & Anas (2024) explain, sustainability initiatives may 

yield stronger financial benefits in environmentally sensitive industries or in those regions that follow 

strict sustainability guidelines. 

 

Chapter 3: Research Methodology 

3.1 Research Design 

A qualitative secondary research design is adopted in this research to examine whether sustainable 

business practices increase organizations' financial performance. Secondary research is considered here 

because the study aims to analyze the existing knowledge of the dataset rather than generating new 

primary data. Also, for a student-initiated research paper, secondary research is appropriate as it can 

gather a significant amount of data within a limited timeline. Further, given the extensive set of data 

with different findings, a secondary research approach allows for a comprehensive evaluation of 

theoretical perspectives (Costa, 2024). 

This paper follows a structured literature review approach, where insights from prior empirical and 

theoretical studies can build different patterns, contradictions, and research gaps. This design can help 

the students to understand the relationship between sustainable business practices and financial 

performance in depth. Also, by focusing on peer-reviewed academic articles and finding answers from 

them would further ensure the credibility and reliability of the findings 
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3.2 Data Sources and Reliability 

Academic sources have been collected from scholarly databases, including Scopus and Google Scholar. 

These databases are considered for this research as they can provide extensive coverage of high-quality 

journals associated with this research. Additionally, articles related to business, management, 

sustainability, and finance further broaden the article selection path. 

To ensure credibility and relevance, several inclusion criteria are applied. For the timeline, only articles 

that are published within 10 years are selected. Also, peer-reviewed journals written in English are 

considered, so it can be easier to access for everyone. Articles were searched using a combination of 

keywords, such as sustainable business practices, sustainability, CSR, ESG, and financial performance. 

The search result has provided several similar articles, but only those that explicitly examined 

sustainable business practices and financial performance at the firm’s level are considered for the final 

selection. Both theoretical and empirical studies were included to provide a balanced perspective, and 

others that focus on non-corporate entities or lack proper sustainability dimensions were excluded. The 

use of clear inclusion and exclusion criteria further contributes to consistency in literature selection. 

3.3 Data Analysis Method 

To find information from the selected literature, qualitative thematic analysis has been used. This 

method is highly reliable for secondary data sources as it enables systematic identification and 

interpretation of recurring themes across the selected studies (Ahmed et al., 2025). Thematic analysis is 

also suitable for this research as it facilitates comparison of findings across diverse contexts and also the 

articles’ methodological approaches. At the beginning of the analysis process, studies were categorized 

based on the relationship between sustainable business practices and financial performance, especially 

within the categories of positive, negative, mixed, or neutral, and contextual findings. Additional themes 

are developed later based on theoretical explanation, measurement approaches, and moderating factors, 

like organizations’ size, industry types, and time horizons. This method allowed us to align empirical 

evidence with theoretical frameworks. 

3.4 Ethical Considerations 

By relying on a secondary dataset, especially from a scholarly database, this paper is excluded from any 

human participant-related biases. So, the ethical risks of identity safety, permission issues, and others are 

also excluded from this paper. All texts and articles that are used directly or that provide information 

from are clearly cited and referenced within the research, ensuring academic integrity and avoiding 

plagiarism. 

3.5 Limitations of Method 

Despite the accessibility of secondary research in this paper, the choice certainly has its limitations. The 

study is solely dependent on the availability of quality data from existing literature, which are often 

associated with publication biases. Also, the variations in identifying the relationship between 

sustainable business practices and financial performances increase the complexities of the findings by 

limiting direct comparability testing. Also, secondary research cannot establish a direct relationship the 

same way primary empirical methods can achieve (Mazhar et al., 2021). Even while this study is 

providing valuable theoretical insights, the findings would be interpreted as indicative rather than 

definitive. These limitations with the method should be acknowledged to ensure transparency and guide 

future research direction. 
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Chapter 4: Analysis and Discussion 

4.1 Overview of Key Findings 

The literature review section has demonstrated the relationship between sustainable business practices 

and financial performance as a complex one, varying based on the context. The main findings about the 

relationship can be divided into four subgroups, including positive, negative, neutral, and contextual. 

However, all of the authors provide evidence to support their statements and discuss their knowledge in 

detail. For example, Bhutto (2024) and Ghobakhloo et al. (2021) reported positive impressions 

suggesting that sustainability initiatives by organizations indeed make a positive impact on the economy. 

Opposing their ideas, researchers like Omowole et al. (2024), Sheng & An (2024), and many others 

suggested that sustainable business practices and the transformation increase short-term financial burden 

and negatively affect the original firm’s performance. Also, some researchers remained neutral in their 

opinion, suggesting there are always negative sides contributing to the positivity of the sustainable 

business practices. Many others suggest that the positive and negative relationship between sustainable 

business practices and financial performance only depends on the contextual factors like firm size, 

strategic orientation, industry types, and others. 

These findings suggest that sustainability is not merely a tool to drive positive margins and lead to the 

financial success of a firm. It can influence the financial outcomes depending on how the firm has 

integrated the practices within its business strategy and how its performance is assessed. 

4.2 Discussion of the Positive Sustainability-Financial Performance Relationship 

The studies that support positive relationships between sustainable business practices and financial 

performance emphasize efficiency gains, innovation, and enhanced stakeholder engagement as their 

primary discussion. For example, Bhutto (2024) argues that sustainable initiatives by an organization 

can improve their financial outcomes by enhancing operational efficiency, strengthening brand 

reputation, and reducing business risk. Even while there are substantial upfront costs required at the 

initial stage, they could generate long-term cost savings through improved productivity and resource 

efficiency. 

Strategic adoption of sustainability also encourages technological upgrading and innovation. 

Ghobakhloo et al. (2021) highlight that firms transitioning from legacy systems to more efficient and 

innovative technologies often develop new products and attract environmentally conscious market 

segments, which also contribute to enhanced revenue growth along with long-term financial benefits. 

These innovations, in a way, contribute to the differentiation strategies of the company, reinforcing 

sustainable measurements at valuable determinants, ensuring rarity, value, and inimitability. 

Sustainable social factors further contribute to the positive financial performance by influencing the 

internal environment of the organization. As noted by Alkhadra et al. (2023), ethical organizational 

behavior and effective employee management enhance workforce productivity and commitment, 

reducing turnover and improving overall organizational value. Furthermore, with better employee 

satisfaction, their commitment to customer satisfaction would also increase. Also, by developing new 

sustainable products, organizations can strengthen customer loyalty and brand value, contributing 

positively to marginal returns with repeat purchases. 
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Figure 7: Sustainable Practices Positively Influence Corporate Financial Performance 

Source: (Alshehhi et al., 2018) 

 

Addressing all of these criteria, Alshehhi et al. (2018) mentioned how recent studies have increased 

about the positive relationship between sustainable business practice and corporate financial 

performance. The figure above highlights that 78% of the research has reported to have a positive 

influence of sustainable practice on financial growth. 

4.3 Discussion of the Negative Sustainability-Financial Performance Relationship 

Different studies have demonstrated the negative influence of sustainable practices on financial 

performance as well. As evidence, they focus on the barriers to adopting sustainable practices and the 

short-term financial struggles of most of the organizations, especially the SMEs (Figure 8). In this, 

Omowole et al. (2024) argue that investments in environmentally friendly technologies, social 

compliance, and governance structures significantly increase operational costs, which can reduce profit 

margins. Such financial pressures are especially pronounced during the early implementation, which can 

be manageable for larger enterprises, but small and medium-sized enterprises, and those working in 

overly competitive industries, struggle to cope with. 

 

 
Figure 8: Barriers to Adapting Sustainable Practices for SMEs 

Source: (Klufallah et al., 2019) 

 

The competition-related issue is further disclosed by Sheng & An (2024), as they explain that firms ope- 
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rating in such environments have limited flexibility to absorb additional costs associated with 

sustainability initiatives. Similar to their view, Martins et al. (2022) find that small and medium-sized 

enterprises often face resource constraints and lack economies of scale, making even investment 

challenging. 

Many critics further argue that sustainable initiatives often divert a company from its initial objective 

and also divert financial resources away from core business activities if they are not strategically 

aligned. Adding to the statement, Yu et al. (2024) and Marti et al. (2024) suggest that when 

sustainability is treated as an obligation rather than a strategic priority, it may undermine operational 

efficiency and negatively affect financial performance. These findings highlight the importance of 

strategic alignment of sustainable practices to determine their outcomes in a marginal increase. 

4.4 Discussion of Mixed and Neutral Findings 

Some studies report mixed opinions about their relationship, or rather stay neutral, suggesting that 

sustainability does not automatically lead to economic benefits. To state its relevance, Amornkitvikai et 

al. (2022) argue that firms focusing on short-term financial indicators often fail to capture the long-term 

value of sustainability investments. This situation is highly accessible for the small and medium-sized 

enterprises and e-commerce firms, where sustainability benefits may be diverted by immediate costs. 

Additionally, variations in the report of how sustainability is operationalized and measured further 

contribute to inconsistent findings. Specifically, differences in ESG ratings, CSR disclosures, and 

operational sustainability indicators complicate the comparison and could neutralize the financial effects. 

In some cases, the positive impacts of sustainability initiatives in one area are swamped by negative 

impacts in another, resulting in overall neutral financial outcomes. These mixed findings agree that 

sustainable business strategies do influence financial outcomes, but there are many complexities 

associated with those, neutralizing their positive impact as well. 

4.5 Contextual Factors and Theoretical Interpretation 

Contextual factors play a decisive role in determining how sustainable business practices can influence 

financial performance. Bacchiocchi et al. (2024) emphasize that firm size, industrial types, geographic 

location, and regulatory environments significantly influence their financial outcomes. To evaluate the 

statement, Handoyo & Anas (2024) find that sustainability initiatives are more likely to generate 

financial benefits in environmentally sensitive industries or regions with strict sustainability regulations. 

These perspectives suggest that sustainable business practices can significantly generate financial value 

only if they are strategically embedded and supported by favorable contextual conditions. 

 

Chapter 5: Research Implications 

5.1 Managerial Implications 

The findings of this paper revealed that business-specific sustainable practices could be approached as a 

long-term strategic investment rather than a short-term cost. There is data suggesting that sustainable 

business practices often divert managerial attention from business-specific objectives. So, 

acknowledging the situation, managers should recognize that while sustainability initiatives may involve 

significant upfront expenditure, their actual benefits would most likely materialize over an extended 

period. The benefits would not be confined to direct financial benefits, but over time, it would indirectly 

contribute to efficiency gains, innovation, and enhanced stakeholder trust (Alshukri et al., 2024). 

Therefore, firms should align their sustainability objectives with their long-term planning, so they can 

http://www.ijfmr.com/


 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com       ●   Email: editor@ijfmr.com 

 

IJFMR260168189 Volume 8, Issue 1, January-February 2026 14 

 

gain significant financial gain over time rather than relying on short-term profitability and marginal 

increases. 

Strategic integration is necessary to initiate financial benefits from sustainability. The manager should 

embed suitable initiatives within its internal and external operations, such as supply chain management, 

product development, and human resource practices. In this way, firms can utilize sustainability as a 

basis for improving their overall structure that focuses on improving revenue generation together. Also, 

firms that operate in highly competitive or low-margin industries should adopt targeted sustainability 

strategies that focus on cost efficiency and operational improvement so that they can minimize the 

overall financial strain (Anastasiu et al., 2020). The most necessary activities in embedding 

sustainability within operations would be investing in employee-focused practices, which could enhance 

overall productivity while supporting work-life balance. This way, managers can improve organizational 

commitment, contributing indirectly to improved financial performance. 

5.2 Policy and Academic Implications 

The findings also highlighted the importance of consistent and transparent sustainability reporting 

standards, so they can ensure financial gains for businesses while also contributing to the betterment of 

the environment as well as society. Policymakers and regulatory bodies should promote standardized 

ESG frameworks to improve the comparability of sustainable measurements (Bengo et al., 2022). Clear 

regulatory guidance of banning certain harmful elements, maintaining employees’ work-life balance, 

and mandating green business would encourage every stakeholder associated with the business. It would 

also encourage firms to adopt substantive sustainability practices rather than compliance-driven 

approaches. 

Apart from business and regulatory approaches, this paper also addresses the requirements of detailed 

and more refined theoretical and methodological approaches in sustainability research. Especially the 

inconsistent results across different studies highlight the importance of integrating contextual factors and 

also adopting other perspectives (longitudinal ones) before examining a paper on the sustainability-

financial performance relationship. 

 

Chapter 6: Conclusion and Future Research Directions 

In conclusion, this paper has examined the relationship between sustainable business practices and 

financial performance through a synthesis of existing academic literature (published within the last 

decade). The findings have provided differentiating results on how sustainability influence 

organizational finance margin. Critiques present evidence on positive, negative, and mixed views, and 

by analyzing them, this paper found that sustainability does not produce direct financial outcomes, but it 

creates situations that could contribute to the great marginal increase. However, it is a uniform duty of 

every individual, including the managers, employees, governance, and the customers, to accept the 

change with an open mind, so it can offer much betterment in the future. Future research should focus on 

longitudinal analyses, industry-specific investigations and align them with sustainability measurement 

frameworks to better capture the long-term financial implications of sustainability initiatives. 
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