
See discussions, stats, and author profiles for this publication at: https://www.researchgate.net/publication/354352246

Financial Management, Environmental Risks, and Sustainable Business

Practices

Article · September 2021

CITATIONS

0
READS

17

2 authors:

Some of the authors of this publication are also working on these related projects:

Anti-Financial Crime View project

Fighting Financial Crime with Artificial Intelligence, Machine Learning, Cybersecurity, and Big Data View project

Ayesha Abdulla Alhammadi

Abu Dhabi University

4 PUBLICATIONS   1 CITATION   

SEE PROFILE

Haitham Nobanee

Abu Dhabi University, The University of Oxford, and The University of Liverpool

400 PUBLICATIONS   1,355 CITATIONS   

SEE PROFILE

All content following this page was uploaded by Haitham Nobanee on 04 September 2021.

The user has requested enhancement of the downloaded file.

https://www.researchgate.net/publication/354352246_Financial_Management_Environmental_Risks_and_Sustainable_Business_Practices?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_2&_esc=publicationCoverPdf
https://www.researchgate.net/publication/354352246_Financial_Management_Environmental_Risks_and_Sustainable_Business_Practices?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_3&_esc=publicationCoverPdf
https://www.researchgate.net/project/Anti-Financial-Crime?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_9&_esc=publicationCoverPdf
https://www.researchgate.net/project/Fighting-Financial-Crime-with-Artificial-Intelligence-Machine-Learning-Cybersecurity-and-Big-Data?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_9&_esc=publicationCoverPdf
https://www.researchgate.net/?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_1&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Ayesha-Alhammadi-6?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Ayesha-Alhammadi-6?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/institution/Abu_Dhabi_University?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_6&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Ayesha-Alhammadi-6?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Haitham-Nobanee?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Haitham-Nobanee?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Haitham-Nobanee?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Haitham-Nobanee?enrichId=rgreq-79aa68104af7d9d14d876fe080c75e9e-XXX&enrichSource=Y292ZXJQYWdlOzM1NDM1MjI0NjtBUzoxMDY0MTQ3MTkwMDM4NTI4QDE2MzA3MjM4NjkzNjQ%3D&el=1_x_10&_esc=publicationCoverPdf


Financial Management,  Environmental Risks,  and 

Sustainable Business Practices 

 

Ayesha Abdulla Alhammadi 

Supervised by: 

 Prof. Haitham Nobanee  

Abstract  

This research focuses on the role of financial management in managing sustainability and risks of 

business or enterprise. The research aims to acquire the necessary theoretical and practical skills 

needed for financial sustainability, keeping in mind what the finance management’s role is when 

a business is sustainable. The researcher uses the literature review method of research to acquire 

knowledge and information on this particular topic. The research findings are that many aspects 

should be considered when financial management and sustainability and risk are mentioned, such 

as investment returns, customer satisfaction, and profitability, among many other aspects of the 

business. Understanding how the aspects integrate is vital as it is the key to a fruitful and 

competitive business. At large, each business and country is solely concerned with how 

sustainability can be attained in business, environment and social economics. Sustainability also 

focuses on business that does not negatively impact the environment and society. In addition, there 

are sustainability risks that different financial models analyze and solve in regards to attaining 

more revenue in the business. The researcher eventually understands the importance of knowing 

the risks associated with business sustainability because all businesses face risks. 

Keywords: Financial Management, Sustainability and risks, stakeholders, literature review 



Introduction 

The development of any business requires sound financial management. The money 

concerns such as investment, employment, sustainability, customer retention all are linked to the 

financial management of a business. Siminica, Motoi, and Dumitru (2017) elucidate that an 

enterprise’s revenue and funds need management. This is the main aim of financial management: 

the work of trusted financial employees employed under the one financial department umbrella. 

They are required to take right financial decisions at the right time so that the business can attain 

sustainable activities that lead to the growth of the enterprise. In addition, wide knowledge about 

finance and proper planning are the key values of successful financial management. An investment 

is successful when a prior plan guides how finances will be utilized throughout the investment. 

In financial management, there are different ranks that decisions have to be passed on to 

ensure clarity and proper research. Any other departments are dependent upon the financial 

department in all the operations that they carry out. For sustainable financial management, there 

must be stakeholders in a business since a business cannot run without the presence of the 

stakeholders, for example, the customers, shareholders, employers and all the other parties who 

make up a business (Galazova, Manuylenko, Morgoev, Lipchiu, & Biganova, 2017). Customers 

lead to growth and profits in the business; therefore, they have to be sustained by ensuring 

customer satisfaction by providing quality products and services. Sustainability also requires that 

the business has no negative impact on the environment in that what is manufactured and what is 

used as the manufacturing materials should be environmentally friendly.   



Literature Review 

Theoretical Review 

Financial management comprises corporate and organization finance which impact the 

business practices for sustainability and risks encountered by the business. Business and corporate 

finance encompass the aspects of partnership and a sole proprietorship, but in the case of this study, 

the research is limited to the company finance that is embedded in financial management. 

Additionally, to provide an in-depth and broad financial management analysis regarding 

sustainability and risks in the business practices, various theoretical and empirical approaches are 

applied, such as agency theory, profitability models, enterprise risk theory and financial key 

drivers in relation to sustainability issues. 

Enterprise Risk Management Theory. Corporate management can apply risk 

management in various methods to inflict sustainable business practices by either managing risks 

separately or together. Risk management is known as enterprise risk management, which focuses 

on specific and consistent methods and approaches to manage speculated risks that the business 

might be exposed to during the operations (Shad, Lai, Fatt, Klemeš & Bokhari, 2019). Moreover, 

the enterprise risk management on sustainable business practices allows the organization to 

manage the uncertainty of risks by emphasizing events that may hinder the organization from 

attaining the predetermined goals and objectives. Additionally, the specific and consistent 

approaches of mitigating the risks will allow the management to formulate strategies to overcome 

the risks and provide reasonable assurance towards the institution's objectives achievement in the 

short and long run. 

Profitability Model. The profitability model necessitates a high operation profitability 

margin. Therefore, an organization is required to engage in effective, sustainable business 



practices. The ethical foundation within the financial system is essential since the right decision 

and strategies are formulated, leading to the realization of high-profit margins resulting from 

sustainable practice. Nevertheless, the organization management should focus on the future 

generation for sustainable financial management through building technique related to finance to 

increase the value of the business and eventually the profitability aspect. It means that the value of 

a business depends entirely on the profitability margins which accrue at the end of the fiscal year 

of the budget. 

Agency Theory. The agency theory elaborates the sustainability and risks in the 

organization with the modern corporation that is typically characterized by how owners allow 

separate stakeholders to control and stir the utilization of their collective capital for future gains. 

In this study, the agency theory is used since it concerns reducing agency issue, which will 

simultaneously lead to an increase in value maximization. Value maximization allows the business 

to overcome the financial risks inevitable in the operations and business practices; hence 

sustainability is realized by the management. Therefore, agency theory links business practices 

and corporate governance to the financial performance and capability of the organization. The 

theory articulates how the business demands are essential for sustainable business practice and 

financial sustainability. 

Sustainable business practices are dependent on the key financial drivers in corporate 

finance without an overwhelming focus on the analytical evidence, which can alternatively prove 

effective sustainability performance. One of the major key drivers for sustainable business 

practices includes ethical investment projects that allow the business to grow profitably and reduce 

risks. The ethical investment allows business to apply the financial management model to 

overcome risks that affect business practices' sustainability. Corporate finance is equally able to 



increase the organization's value with the number of shareholders. On the other hand, it is 

increasing the worth of the entire business. Additionally, corporate finance will consider the 

inflation rate and the nominal interest rates with the international fisher effect theory application, 

which will affect business sustainability. Moreover, the emphasis of this theory enables the 

management to outline the differences in the demand and supply prospects which eventually allow 

sustainable business practices. 

Stakeholders' Theory. This module suggested that all the stakeholders should be 

contented for a business to thrive. Galant (2017) elaborates that the stakeholders comprise the 

customers, shareholders, and any other party associated with the business because they contribute 

to its success in different ways. Government is one of the business stakeholders and they regulate 

prices in the market. In addition, they require taxes that the businesses must pay for the smooth 

running of the business and avoid the risk of closure. The customers are the greatest source of 

income for the business because they purchase whatever the business has manufactured. The sales 

of the products distribute the finances earned to other departments, which assures sustainability. It 

is risky when the business is unsure when finances will drop or rise. This is determined by the 

customers who are not sure to stay in a business. As there is competition, every business is out to 

get the customers for their products. 

The question that financial management should always ask is how customers are retained 

regardless of the market competition? Customers can be retained when: they are serviced and sold 

products that match their expectations or is above their expectations. The difference between the 

performance of the company and the expectation of the customers results in satisfaction. 

According to Milner and Furnham (2017), when the customer expectation increases, customer 

satisfaction decreases, which is risky for business as it will be hard to retain the customer. A 



suggestion is that ways should be sought that will decrease customer’s expectation so that the 

business will always surpass the customer’s expectation. The expectation of the customer can be 

attained through research of what the customer needs. The product should be unique and 

exceptional from what other businesses offer; it should solve the need in the market. The limitation 

of this model focused on the limitation instead of the positive, which lowering the customer's 

expectation. When the expectation is lowered, it probably means that the products are not of a 

desired quality that the customers desire. 

The level of performance for the enterprise should be high in that the product manufactured 

of the service rendered is of high quality. Gera, Mittal, Batra and Prasad (2017) articulate that 

high-quality services sustain the customers as they are satisfied and when they are satisfied, they 

advertise the product. With the help of advertisement, the business makes more sales and the 

financial management has more finances to plan in the business. The risk of closure of the business 

is reduced when finances help run the business. The customers can also be sustained through 

promotion, for example, buy one get one free aspect. The free product will attract more customers 

who will help increase the sales of the product. Retaining customers is the priority of all businesses 

as without customers, there is no business and they are the primary reason for establishing a 

business. Before putting up a business, the entrepreneur first establishes the need in the market, 

which can only be done by viewing needy customers. 

Empirical Review 

Financial risks on sustainable business practices. Financial risks are liquidity risks, 

interest risks and credit risks that impact the business to attain potential sustainable business 

practice. Due to the lack of implementation of risk management protocols, there is a possible high 

vulnerability of the business's operations to financial, environmental and social risks altogether 



(Kaas, Mellert & Scholl, 2020). For instance, a lack of risk management procedure will cause the 

firm to experience liquidity risks where the company becomes highly geared and cannot service 

the existing loans and debts. Liquidity risks show the possibility of the business not settling 

obligations paramount for the business' survival in the business market. 

Environmental Risks on Sustainable Business Practices. Environmental conditions are 

a major factor that causes fluctuation of business practices regarding the magnitude of the 

operations undertaken. The business should contain environmental risks before the result of 

negative influence and for the appropriate strategies to be implemented, the financial management 

aspect must be applied (Kaas, Mellert & Scholl, 2020). Climate-related risks are one of the rampant 

challenges affecting the running of the business. Considering the risks is naturally uncertain to the 

business, the proper strategic measures must be adopted. Finance management must consider 

increasing insurance cost to account for the anticipated damage to resources and property due to 

the occurrence of the risk (Alhadhrami & Nobanee, 2019). Sustainability of the business practices 

is realized when the management incorporates financial management to mitigate the risks 

associated with the environment. 

  



Discussion 

Sustainability in financial management refers to utilizing current resources to 

accommodate the knowledge of the coming generations to fulfil their needs. Al Ahbabi and 

Nobanee (2019) denote that in finance, sustainability influences investors' expectations of the 

firm's financial stability in that they have greater access to market capital information. The role of 

financial management in providing sustainable business practices is the application of financial 

concepts such as annual budgeting balance and value maximization of a firm which are essential 

in the long–term financial planning (Almansoori, & Nobanee, 2019). Additionally, the financial 

concepts allow the management to identify the risks associated with the external and internal 

environment of the business. 

The decline of sustainability in business practices is encountered when stakeholders, 

customer satisfaction, and balance of shareholder value of the company and anticipated risks are 

not addressed with the organizations financial management. Strategies to address the challenges 

within the field of finance must be formulated to seek a reliable contingency plan. Financial 

management is the stronghold in an organization's business practices to suppress the issues that 

might develop from environmental and financial risks. Sustainability and risks are directly 

associated concepts and can affect the normal operation of the business in the long run. 

           The study strives to understand how the agency theory, theory of profitability, and relevant 

financial risks theories can be applied in business management to ensure sustainable business 

practices. Addressing the shareholders needs financially impacts the value of the business and the 

market value, which reduces financial risks such as liquidity risks. Additionally, the study shows 

that firm profitability is essential for the growth of the business and expansion of the organization 



network, resulting in sustainable business practices. Therefore, financial management is the core 

aspect to address sustainability and risks of business practices. 

Conclusion 

 In summary, this study concludes that for organizations to realize optimum sustainability 

and risks mitigation in business practices, it is essential to incorporate financial management. 

Financial risks and environmental risks are inevitable in the course of the operation running of the 

organization; therefore, mitigating the emerging issues during management is of critical 

importance. Additionally, implementing cost-cutting techniques in the financial management 

context allows sustainable business practices. To provide additional knowledge, theories and 

relevant approaches are important for the growth of the business to attain sustainability and risks 

mitigation. Future studies can provide considerations on the financial risk effects to the 

performance and operations of the organizations. 
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