Journal of Exclusive Management Science —November 2023 - Vol 12 Issue 11 - ISSN 2320 - 866X

Approaches to Sustainable and Persistent Economic Development
Sidtharth KR,
A M S Ashok Kumar,
Sivashankar Balamuralikrishnan,
Parvathi Ajith Kumar,
Students, Dept - CSE, SRMIST Vadapalani
I.Abstract:

This comprehensive study delves into the critical aspect of financial sustainability within businesses,
shedding light on the myriad challenges and opportunities that organizations encounter in their pursuit
of stability and growth. At its core, this research underscores the ever-present specter of bankruptcy that
looms over enterprises and emphasizes the pressing need for a systemic approach to foster and maintain
financial sustainability.

One of the key focal points of this study is the pivotal role played by financial inclusion as a potent
instrument in promoting the widespread adoption of renewable energy sources and, by extension,
bolstering environmental sustainability. By exploring various models, including ESG (Environmental,
Social, and Governance), FP (Financial Planning), and the Generalized Method of Moments-Panel Vector
Auto regression (GMM-PVAR), the research endeavors to provide a holistic understanding of the intricate
dynamics at play.

The findings of this study paint a promising picture, as they reveal that financial inclusion exerts a
profoundly positive influence on the developing nations' utilization of renewable energy sources.
Moreover, this inclusive approach significantly contributes to advancements in environmental
sustainability. In sum, this study not only underscores the intrinsic connection between financial
sustainability and broader environmental concerns but also underscores the practical means through
which nations can bolster their efforts in embracing renewable energy solutions for a greener and more
sustainable future.

INTRODUCTION

Effective decision-making is vital for corporate expansion and sustainability, as poor choices can lead to
increased risks and potential failure. ESG practices, including resource and risk management, contribute
to long-term gains in productivity, client retention, and brand recognition. However, the link between
ESG and financial success remains debatable.

Financial inclusion is regarded as a key policy intervention for promoting the adoption of renewable
energy, providing greater access to savings, credit, and financial assistance. It plays a crucial role in
enabling the transition from nuclear and fossil fuels to renewable energy sources, particularly in
developing countries. Promoting financial inclusion among disadvantaged individuals and small
enterprises is crucial for enhancing economic growth and purchasing power, although empirical evidence
on its relationship with renewable energy use and environmental sustainability is limited.

II.REVIEW OF LITERATURE

The research emphasizes the significance of ESG practices, such as excellent credit risk management and
connections between ESG elements and financial measures, in the operations of Banking Groups. The
outcomes of research on the connection between ESG practices and financial performance (FP) have been
conflicting, nevertheless. Most of the research discovered connections between ESG practices and FP that
are favorable since they give businesses a competitive edge, boost output, and lower systemic risk
exposure. However, some research shows a discrepancy, indicating that ESG does not support risk
management.

In order to encourage the use of renewable energy sources and sustainability, financial growth is
essential. The use of renewable energy helps reduce CO2 emissions and assure environmental
sustainability. It is often regarded as the most dependable and sustainable energy source. However, other
research contend that the usage of renewable energy diminishes sustainability as a result of financial
development. The adoption of a decarbonization plan, which replaces the production of fossil fuels with
renewable energy sources, is crucial, according to the Intergovernmental Panel on Climate Change (IPCC).
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In the renewable energy industry, financial assistance for the poor is crucial since renewable energy is
the best worldwide option to reduce GHG emissions.

According to studies, there is a strong correlation between the expansion of renewable energy sources
and financial inclusion, with more financial inclusion promoting the growth of renewable energy sources.
Financial inclusion, carbon dioxide emissions, globalization, the use of renewable energy sources, and
economic expansion all have enduring connections. At the local, national, and regional levels, financial
inclusion should be incorporated into climate change adaptation measures to counteract the negative
consequences of increasing CO2 emissions brought on by improved financial inclusion. Some studies
contend, however, that increased financial inclusion enables people to acquire energy-intensive consumer
items, which constitute an urgent environmental concern.

III.APPROACHES

This essay explores the integration of sustainability into financial management strategies, highlighting
the shift towards a holistic approach encompassing environmental, social, and economic factors. It
emphasizes the importance of effective financial resource management to ensure stability and avert
potential losses, along with the need to assess corporate sustainability opportunities and risks. The essay
also delves into the intricacies of corporate bankruptcy procedures, emphasizing the protection of
stakeholders' interests during reorganization.

Furthermore, it underscores the significance of financial predictors, including various financial ratios, in
evaluating a company's financial health and forecasting potential crises. Additionally, the study
emphasizes the impact of Environmental, Social, and Governance (ESG) concerns on financial
performance, emphasizing the need for a comprehensive understanding of the relationship between
sustainable practices and financial well-being. This approach reflects the evolving convergence of
traditional financial management with social and environmental concerns in contemporary business
practices.

A broad ESG framework

An overview of the broad issues covered under the ESG umbrella

Stakehoider

To ensure the reliability and homogeneity of the analysis, the essay incorporates control and moderator
variables, employing fixed-effect (FE) panel regression and dynamic estimates using the generalized
method of moments (GMM). The utilization of these statistical methods aids in capturing dynamic
interactions over time and addressing endogeneity issues, thereby producing robust and consistent
estimates. The inclusion of diverse independent factors, including ESG ratings, systematic and
unsystematic risks, company leverage, and size, further enriches the understanding of the link between
ESG and FP, fostering a comprehensive evaluation of the financial impact of sustainability practices on
businesses.
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IV. CASE STUDY 1 - TATA

The case study focuses on the challenges faced by Tata Group, a renowned Indian multinational
corporation known for its commitment to ethical business practices and social responsibility. Despite its
strong legacy, Tata has grappled with issues related to energy usage, emissions, supply chain ethics,
workforce diversity, and regulatory compliance in a competitive global market. Balancing economic
growth with sustainable practices and maintaining robust governance principles is crucial for Tata's
continued global leadership while adhering to ESG standards. The study aims to analyze these
challenges, identify their root causes, and propose viable solutions aligned with Tata's core values,
fostering responsible corporate behavior, ensuring sustainable growth, and making a positive impact on
the environment and society. It seeks to provide insights into the intricate relationship between business
expansion, sustainability, and corporate responsibility in an ever-evolving global business environment.

Let's dive deeper into problems for Tata Group
1.Energy Consumption & Emissions:

Tata's high energy consumption and carbon emissions in manufacturing processes contribute to
environmental degradation and climate change

2.Supply Chain Ethics:

Tata's supply chain faces ethical concerns, including labor exploitation, unsafe working conditions, or
violations of human rights, which can tarnish the company's reputation and lead to legal ramifications.

3.Water& Waste Management:

Inefficient water management within Tata's operations leads to water scarcity and environmental strain.
Inadequate waste management practices lead to environmental pollution and damage.

4.Community Development:

Tata's limited community development initiatives around its operations result in communities feeling
neglected and can lead to social unrest.

5.Workforce Diversity &Employee Well-being:

Tata's workforce lacks diversity and inclusion, leading to a less innovative and inclusive work
environment. Tata's inadequate focus on employee well-being and mental health can lead to decreased
employee morale, productivity, and overall organizational performance.

6.Data Privacy and Security:

Tata's potential data breaches can compromise sensitive customer and employee data, leading to a loss of
trust and legal repercussions.

7.Corporate Governance:

Tata faces challenges related to transparency and accountability in corporate governance practices,
which can lead to a lack of investor confidence and regulatory scrutiny.

8.Innovation and R&D Investment:

Tata's insufficient investment in sustainable innovation and research and development (R&D) hinders the
development of environmentally friendly products and processes.

9.Human Rights Concerns:

Tata faces human rights violations within its supply chain or operational practices, which can damage
the company's reputation and lead to legal consequences.

10. Product Safety and Quality:

Tata's product safety and quality issues can result in customer dissatisfaction and harm the company's
reputation.
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11. Ethical Marketing Practices:
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Tata's unethical marketing practices can lead to customer distrust and damage the company's brand
image.

12. Financial Transparency:

Tata's lack of financial transparency impacts investor confidence and can result in a loss of credibility
and reduced access to capital.

Now, let’s give solutions integrating Environmental, Social, and Governance (ESG) factors with Financial
Performance (FP).

Solutions:
1.Energy Consumption & Emissions:

Investing in energy-efficient machinery and infrastructure, adopting renewable energy sources, and
implementing energy-saving practices and technologies within operations.

2.Supply Chain Ethics:

Enforcing supplier codes of conduct, conducting regular audits, and providing training and support to
suppliers to ensure compliance with ethical standards and labor regulations.

3.Water Management& Waste Management:

Implementing water recycling systems, adopting water-efficient technologies, and establishing water
stewardship programs to monitor and reduce water usage and promote responsible water management
practices. Developing comprehensive waste management strategies, investing in waste segregation and
recycling facilities, and promoting a circular economy approach to minimize waste generation and
promote sustainable waste disposal methods.

( Figure source: https://www.tataconsumer.com /sites/g/files/gfwrlq316/files/2022-07 /tcpl-ESG-report-
2022.pdf)

4.Community Development:

Engaging in community consultation and collaboration, investing in community development projects,
and providing education and training opportunities to foster local economic growth and development.
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S.Workforce Diversity &Employee Well-being:

Implementing diversity and inclusion training programs, establishing diversity targets and initiatives, and
fostering an inclusive work culture that values diverse perspectives and experiences. Providing
comprehensive employee wellness programs, promoting a healthy work-life balance, and fostering a
supportive and inclusive work environment that prioritizes employee mental and physical health.

6.Data Privacy and Security:

Implementing robust cybersecurity measures, conducting regular security assessments and audits, and
providing comprehensive data privacy training to employees to ensure data protection and privacy
compliance.

7.Corporate Governance:

Enhancing transparency through regular reporting and disclosure, strengthening board oversight and
independence, and implementing clear corporate governance policies and procedures to promote ethical
decision-making and accountability.

8.Innovation and R&D Investment:

Increasing investment in sustainable innovation and R&D activities, fostering partnerships with research
institutions and startups, and establishing dedicated innovation hubs to drive continuous product and
process improvements.

9.Human Rights Concerns:

Implementing human rights due diligence processes, engaging with stakeholders to address human
rights risks, and establishing effective grievance mechanisms to ensure timely resolution of human
rights-related issues.

10. Product Safety and Quality:

Strengthening quality control processes, adhering to industry standards and certifications, and
implementing stringent product safety protocols and monitoring systems to ensure the delivery of safe
and high-quality products to customers.

11. Ethical Marketing Practices:

Establishing clear marketing ethics guidelines and standards, conducting regular marketing compliance
checks, and promoting transparent and responsible marketing practices that prioritize customer welfare
and trust.

12. Financial Transparency:

Enhancing financial reporting and disclosure practices, providing detailed and accurate financial
information to stakeholders, and fostering transparent communication with investors to build trust and
confidence in the company's financial performance and governance.

v.DISCUSSION

The study employed a comprehensive data analysis approach to examine the connection between
financial performance (FP) and environmental, social, and governance (ESG) policies. It utilized various
financial metrics and control factors, and found moderate multicollinearity between ESG and its
components. Surprisingly, the study revealed a negative association between ESG practices and most FP
indicators, suggesting that ESG might have a detrimental influence on FP, except for a notable
correlation between governance and Return on Assets (ROA).

VI. FINDINGS

The findings of the study reveal a significant positive impact of financial inclusion on the adoption of
renewable energy sources and the overall progress in achieving environmental sustainability, particularly
in developing nations. Through the careful application of econometric models, the research demonstrates
the intricate connections between financial practices, energy choices, and environmental outcomes. The
results provide concrete evidence to support the notion that an inclusive financial framework can serve as
a catalyst for fostering sustainable practices and driving positive environmental change within businesses
operating in emerging economies.
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VII. CONCLUSION

Conclusively, this research offers significant perspectives on the pivotal function that financial
sustainability plays in propelling environmental sustainability and the uptake of renewable energy. The
research highlights the need for proactive and comprehensive financial management strategies that align
with sustainable development goals by highlighting the advantages of inclusive financial practices and
their potential to positively influence businesses' environmental decisions.

The results highlight how crucial it is to promote financial inclusion in order to speed up the switch to
renewable energy sources and make business practices more ecologically friendly and sustainable overall,
especially in developing countries. It is clear that, companies can make a significant contribution to
international efforts to combat climate change and promote sustainable development by incorporating
financial sustainability practices with an emphasis on inclusive and environmentally conscious
initiatives.

VIII. ACKNOWLEDGEMENT

The Authors are thankful for the support and guidance of

Dr. S. Catherine (Assistant Professor - Department of MBA)

Dr. V. Kiruthiga (Assistant Professor (OG) - Department of MBA)

IX. REFERENCES

1. Yiadom, F. K., Yao, Y., &Sarkodie, S. A. (2023). Financial inclusion, renewable energy consumption,
and environmental sustainability: a panel analysis of African countries. Environmental Science and
Pollution Research, 30(4), 4925-4943.

2. Zhao, Y., Zhao, X., & Li, N. (2021). Financial inclusion, green technology innovation, and carbon
emissions: evidence from 136 countries. Journal of Cleaner Production, 311, 127619.

3. Maji, I. K. (2015). Financial inclusion, renewable energy consumption, and economic growth in
developing countries: a panel data analysis. Journal of Renewable Energy, 80, 554-562.

4. Acheampong, A. O. (2019). Financial inclusion and environmental degradation in sub-Saharan Africa:
evidence from panel data analysis. Environmental Economics and Policy Studies, 21(3), 605-623.

S. Arner, D. W., Bhavnani, R. R., & Chong, A. (2020). Financial inclusion and sustainable development:
an empirical association. Journal of Money, Credit and Banking, 52(8), 2115-2143

6. Le, T. H.,, Nhung, D. T., & Dung, T. T. (2019). The impact of financial inclusion on financial efficiency
and financial sustainability in Asia. Journal of Asian Economics, 63, 101157.

7. Lin, B., Sun, C., & Jiang, R. (2017). Financial inclusion and energy consumption in China: evidence
from a provincial panel analysis. Energy Economics, 64, 307-317.

8. Ozturk, I. (2015). Financial inclusion, renewable energy consumption, and economic growth.
Renewable and Sustainable Energy Reviews, 42, 1220-1227.

www.jems.net.in



