MULTIDISCIPLINARY COSMOPOLITAN JOURNAL OF RESEARCH

(\1'(’ (MUCOJOR)-2583-9829 (Online)

International Peer Reviewed & Referred Journal
ISSN: 2583-9829, VVolume: 04, Issue: 07, June 2026

/Corporate Sustainability and Financial Performance: The Role of Eco—FriendIy\

Product Lines

Vira Tabhabhai Mori,
Research Scholar,
Dr. Dineshkumar Ramjibhai Chavda,
Research Guide and Senior Assistant Professor
Department of Commerce and Management, Bhakta Kavi Narsinh Mehta University, Junagadh,
Guijarat, India
https://orcid.org/0000-0002-0614-0739

\ https://doi.org/10.5281/zenodo.21773222 /

Abstract:

The paradigm of international trade has drastically changed in favor of sustainable development in recent
years. Stakeholders are putting more and more pressure on companies to implement green practices as
environmental degradation becomes a major worldwide problem. This conceptual paper examines the
complex relationship between corporate financial performance and corporate sustainability, particularly as it
relates to the creation and marketing of eco-friendly product lines. This paper presents a conceptual framework
that illustrates how environmentally friendly products serve as a catalyst for long-term profitability by
combining the Natural-Resource-Based View (NRBV) and Stakeholder Theory. Additionally, the study
emphasizes how "Green Accounting” plays a crucial mediating function in accurately capturing environmental
costs and benefits that are sometimes overlooked by regular accounting methods. According to the conceptual
model, the long-term effects on income generation, cost reduction, and risk mitigation are mainly positive,
even though short-term R&D and transitional expenses may increase. This study has practical consequences
for business managers and policymakers, as well as theoretical claims that open the door for further empirical

research.
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1 introduction

The relationship between corporate profitability and environmental stewardship has developed from a
specialized academic discussion to a major issue in contemporary business. Historically, traditional economic
models operated on the idea that environmental conservation and financial prosperity were mutually exclusive.
The introduction of sustainable practices was typically considered primarily as a regulatory burden or an
unavoidable cost. However, the present corporate situation implies a different reality. The increase of
conscientious consumerism, rigorous environmental legislation, and the immediate threat of resource

depletion have compelled firms to integrate sustainability into their basic strategy frameworks.
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At the heart of this strategic move is the launch of eco-friendly product lines. These items are designed to
reduce environmental effect throughout their lifecycle from raw material extraction and manufacturing to use
and disposal. Although these items' marketing and ethical advantages are well known, their immediate

financial impact is still a complicated phenomenon.

This conceptual paper's main goal is to dissect the connection between financial performance and company
sustainability, with a particular emphasis on environmentally friendly products. Additionally, it fills a major
void in the literature by using Green Accounting principles as a means of measuring and realizing the actual

financial impact of these items.
2. literature review

1). (Dhar & Chowdhury, 2021). examined how business financial performance is affected by environmental
accounting and reporting methods. According to their empirical research, implementing Green Accounting
principles greatly enhances important financial metrics like Return on Equity (ROE) and Return on Assets
(ROA). The authors contend that precise tracking of hidden environmental costs and increased investor trust

are two benefits of open environmental reporting.

2). (Eneizan & Wahab, 2016). examined the connection between profitability and green product strategies.
They discovered that eco-friendly product lines are an effective way to draw in a new group of customers who
care about the environment. Additionally, they demonstrated that green product innovation increases Earnings
Per Share (EPS) by opening up new market segments and significantly lowering reliance on resources.

3). (Lutfillah and Amadea, 2022). investigated how green accounting management functions as a mediator
in business strategy. Their study showed that companies can actively find ways to cut costs and reduce
regulatory risks by coordinating their financial and environmental goals. According to the report, green
accounting turns sustainability from a burden of compliance into a factor that influences long-term financial

performance by internalizing costs that were previously disregarded.

4). (Vorontsova et al. 2022). examined the relationship between financial measures and the Sustainable
Development Goals (SDGs). They came to the conclusion that switching to sustainable production, which
includes eco-friendly products and green supply chains, greatly improves a company's reputation. The authors
demonstrated that long-term operational efficiency and brand loyalty outweighed these initial investments,
leading to a positive financial correlation, even though they acknowledged the short-term changeover

expenses.

5). (Ambec & lanoie, 2008). "Does it pay to be green?" methodically summarized the relationship between

financial gains and environmental performance. They found two main strategies to reduce costs through
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improved resource management and increase income through "green premiums,” where consumers pay more
for environmentally friendly products. Their results are critical in demonstrating that eco-friendly product

lines are not only corporate altruism but rather a real tool for revenue growth.

6). (Hart, 1995). In this field, the Natural-Resource-Based View (NRBYV) is still a key work of literature.
According to Hart, a company's competitive advantage is intrinsically linked to how it interacts with the
environment. In particular, the Product Stewardship competence. which include creating eco-friendly product
lines enables businesses to gain first access to new resources, outperform rivals, and create a long-lasting

competitive edge that outlasts conventional financial tactics.

7). (Vachhani & Chavda, 2026). An examination of environmental disclosure policies in the chemical and
pharmaceutical industries in India. sought to assess environmental transparency and factors specific to firms.
Researchers examined secondary data from six Indian corporations' sustainability reports from 2025 to 2026.
They used a twelve-item Environmental Disclosure Index (EDI) to quantify this, but because statistical
analysis was not possible due to a total absence of score variance, they relied on qualitative comparative
analysis instead of statistical association testing. In the end, the study discovered that every company attained
a 100% EDI score, indicating that stringent regulatory frameworks significantly standardized reporting

procedures and eclipsed the impact of unique firm features.
3 Objectives of the study:

1. Thisstudy's main goal is to investigate the connection between overall financial performance and business
sustainability, particularly as it relates to eco-friendly product lines.

2. The study also intends to investigate how Green Accounting can be used to measure environmental costs
and financial gains effectively.

3. The study also looks at how green product innovation improves the company's long-term profitability by
increasing revenue through premium pricing, achieving long-term cost optimization in manufacturing, and

reducing financial and regulatory risks.
4. Research methodology:

The research design used in the study is conceptual and descriptive. Instead of carrying out a fresh empirical
investigation, it seeks to theoretically examine the connection between corporate sustainability and financial

performance.

4.1 Research Design
Descriptive and Analytical Research Design
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4.2 Nature of Study:
Quialitative Study
4.3 Data Source:

Secondary Data, Sources of Data:, Research Articles, Books and Book Chapters, Company Annual Reports
Sustainability Reports, Government Reports, World Bank, OECD and UNEP Reports. Google Scholar

5 finding and discussion:

This study shows that traditional financial accounting systems routinely fail to account for environmental
externalities, artificially inflating the profits of conventional products while making eco-friendly alternatives
appear excessively expensive. This conclusion is based on the conceptual analysis of existing literature. As a
result, companies making the switch to sustainable manufacturing first face a "J-curve" financial impact.
Short-term profitability frequently decreases during this early stage as a result of significant R&D expenses,
the purchase of new technologies, and supply chain reorganization. However, over time, these initial inputs
result in exponentially higher returns due to energy savings, waste reduction, and operational improvements.
Green accounting plays a crucial role in precisely measuring this shift. Green Accounting turns environmental
compliance from a perceived "sunk cost” into a quantifiable, strategic investment by internalizing

environmental costs and giving management an accurate picture of profitability.

Additionally, incorporating eco-friendly product lines is a powerful strategic tool for increasing revenue.
According to research, people who care about the environment are willing to pay a "green premium," which
significantly raises the profit margins of sustainable products relative to conventional ones. Active eco-
friendly portfolio building enables businesses to successfully reduce long-term regulatory risks, such as
upcoming carbon taxes and environmental fines, in addition to generating direct cash. Financial markets now
view these sustainable businesses as reduced-risk ventures, which allows them to obtain funding at
significantly cheaper interest rates. The company's overall cost of capital is directly reduced by this risk

minimization, improving its financial standing even more.

In the end, these results provide compelling evidence for the idea that corporate sustainability is now a key
factor in financial success rather than just a moral duty. According to the Natural-Resource-Based View
(NRBV), green product innovation creates a long-term competitive advantage by acting as a distinctive
strategic competency that rivals find challenging to imitate. Furthermore, the launch of eco-friendly products
fits the varied and expanding expectations of consumers, stringent government regulations, and ESG-focused
investors, all of which are consistent with the Stakeholder Theory. Businesses obtain their social license to
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operate by meeting these wide stakeholder expectations, which directly results in long-term financial success

and market leadership.
6 conclusions:

Corporate sustainability and financial performance are now mutually reinforcing imperatives rather than
competing goals, according to the paradigm of contemporary commerce. Although the shift to producing eco-
friendly product lines frequently results in short-term financial strains because of initial R&D and operational
reorganization, it essentially creates a robust, long-term competitive edge. Businesses can precisely identify
hidden environmental externalities and plainly see the true profitability of their green activities by actively
utilizing the concepts of green accounting. In the end, meeting the increasing expectations of stakeholders
who care about the environment not only reduces the overall cost of capital and mitigates serious regulatory
concerns, but it also opens up new revenue streams through green premiums. Consequently, including eco-
friendly product lines is not just a moral requirement but also a significant strategic driver of long-term
business success, operational effectiveness, and future market leadership.

References:

Ambec, S., & lanoie, p. (2008). Does it pay to be green? A systematic overview. Academy of management
perspectives, 22(4). 45-62.

Dhar, p., & Ferdous Chowdhury, M. (2021). Impact of environmental accounting and reporting practices on

corporate financial performance. Journal of business and environmental management, 8(2), 112-128.

Eneizan, B.M. & Wahab, K. (2016). Effects of green marketing strategy on the financial and non-financial
performance of firms: a conceptual paper. Arabian journal of business and management review,6(5), 1-7.

Hart, S. (1995). A natural-resource based view of the firm. Academy of management review, 20(4), 986-1014.

Khan, M. et al. (2023). Transitioning to sustainable production: financial implications of green supply chains.

Journal of cleaner production, 385, 135700.

Lutfullah, N. & Amadea, A. (2022). The mediating role of green accounting on the relationship between

business strategy and financial performance. Journal of accounting and sustainability, 14(3), 205-220.

Vorontsova, A. et al. (2022). Sustainable development goals and corporate financial metrics: a systematic
review. Business strategy and the environment, 31(4), 1540-1555.

Xue, M. et al. (2019). The penetration of green innovation on firm performance: effects of absorptive capacity

and managerial environmental concern. Sustainability, 11(9),2455.

website: https://kcectrust.org/E-journals/about-journal.php [ 516 |



https://kcectrust.org/E-journals/about-journal.php

MULTIDISCIPLINARY COSMOPOLITAN JOURNAL OF RESEARCH

(\1'/' (MUCOJOR)-2583-9829 (Online)

International Peer Reviewed & Referred Journal

ISSN: 2583-9829, Volume: 04, Issue: 07, June 2026
Vachhani, S. B., & Chavda, D. R. (2026). An analysis of environmental disclosure practices in Indian
pharmaceutical and chemical industries. International journal of economics and business management, 1(1),
42-52. https://doi.org/10.64823/ijebm.2601005

website: https://kcectrust.org/E-journals/about-journal.php 517



https://kcectrust.org/E-journals/about-journal.php
https://doi.org/10.64823/ijebm.2601005

Certificate No.: 04072026052

MULTIDISCIPLINARY COSMOPOLITAN JOURNAL OF RESEARCH
(MUCOJOR)-2583-9829 (On-line)

% J International Peer Reviewed and Refereed Journal

" CERTIFICATE OF PUBLICATION

The Board of Multidisciplinary Cosmopolitan Journal of Research
(MUCOJOR) is hereby awarding this certificate to

GO ma,,%
(7

>

(OSEPUN
Tt oS

»

In recognition of the publication of the paper entitled

Corporate Sustainability and Financial Performance: The Role of Eco-Friendly

Product Lines

Published in Volume 04, Issue 07, June 2026.

(phecl:

EDITOR IN CHIEF




Certificate No.: 04072026052

MULTIDISCIPLINARY COSMOPOLITAN JOURNAL OF RESEARCH
(MUCOJOR)-2583-9829 (On-line)

% J International Peer Reviewed and Refereed Journal

" CERTIFICATE OF PUBLICATION

The Board of Multidisciplinary Cosmopolitan Journal of Research
(MUCOJOR) is hereby awarding this certificate to

GO ma,,%
(7

>

(OSEPUN
Tt oS

»

D Divesttionar Roanyithtiad o

In recognition of the publication of the paper entitled

Corporate Sustainability and Financial Performance: The Role of Eco-Friendly

Product Lines

Published in Volume 04, Issue 07, June 2026.

(phecl:

EDITOR IN CHIEF




