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Abstract

This study examines the combined impact of financial and operational drivers on sustainable
performance in organizations operating in Saudi Arabia. Specifically, it evaluates how
Accounts Receivable Efficiency and Cash Flow Control (financial dimensions), alongside Lean
Practices and Quality Standardization (operational dimensions), contribute to achieving
sustainability in organizational outcomes, including environmental responsibility, long-term
profitability, and social impact. A quantitative research approach was adopted, utilizing' an
online questionnaire administered to 300 finance and operations professionals across various
industries in both countries. Data were analyzed using Partial Least Squares Structural
Equation Modeling (PLS-SEM) to assess both the measurement and structural models. The
results reveal that all four independent variables have a significant and positive effect on
sustainable performance. Among them, Quality Standardization and Accounts Receivable
Efficiency show the highest influence, underscoring the importance of aligning internal
financial controls and operational excellence to support long-term sustainability. The model
demonstrates good fit indicators (e.g., SRMR < 0.08, AVE > 0.50, CR > 0.70, R? > 0.40),
confirming its empirical validity. This research contributes to the growing body of knowledge
on integrated financial-operational strategies for sustainability and offers practical guidance
for decision-makers aiming to embed sustainable performance into core business practices
across emerging economies.

Introduction

Sustainable performance has become a main strategy for organizations across the globe due to
increasing environmental issues, social inequalities and the need to be profitable over the long
run. In the MENA region and notably in the Kingdom of Saudi Arabia (KSA) , sustainability
is being included more and more in national development plans like Saudi Arabia’s Vision 2030
Sustainable Development Strategy. With these economies moving away from oil and traditional
industries to become more diverse and innovative, the importance of how organizations
manage their finances and processes has become more noticeable (Mazzucato, 2023).
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Therefore, knowing how companies use their resources, run their operations smoothly and
ensure quality is now important for planning sustainable strategies.

A lot of the previous literature has looked at sustainability separately, focusing mostly
on environmental or social actions and not enough on how operations and finances are
connected. In the past, financial efficiency was often understood by looking at accounts
receivable management and cash flow control as short-term indicators of a company’s liquidity
and ability to pay its debts (Wetzel & Wagner, 2025). But nowadays, when sustainability is
important, these factors are often seen as key to a company’s long-term success. Also, using
lean management and standardized quality processes has helped companies cut waste, use
resources more efficiently and ensure important factors for sustainability. How these two
sides—being careful with money and running the business smoothly—affect sustainability is
an important issue, especially in transitional countries such as KSA (Alsaghir, 2023).

The main components of this inquiry are Accounts Receivable Efficiency, Cash Flow
Control, Lean Practices and Quality Standardization. Accounts Receivable Efficiency means
an organization can efficiently collect what it is owed which helps with cash flow and prevents
too much capital from being tied up. When receivables are well managed, there is more stability
in the finances and resources can be used more wisely for sustainable activities. Cash Flow
Control which is different from Cash Flow Management, involves overseeing and managing
cash receipts and payments to maintain solvency and continue operations (Abiola-Adams et
al., 2025). All of these financial factors work together to help the company maintain its ability
to be flexible and invest in sustainability efforts.

In operations, Lean Practices use different management strategies to reduce waste,
improve processes and increase productivity at all times. Because of their origin in the Toyota
Production System, lean methods are now used in service and hybrid industries as well, helping
achieve sustainability by reducing the impact on the environment and using resources more
efficiently. With Quality Standardization, the same quality standards are used and followed in
every product and process (Panteghini & Krintus, 2025). Ensuring that products are always the
same helps the company comply with regulations, keep customers happy and follow internal
processes, all important for a sustainable performance framework.

The study uses the Resource-Based View (RBV) and the Dynamic Capabilities Theory
as its main theoretical framework. RBV explains that firms can gain a competitive edge by
using valuable, rare, inimitable and non-substitutable (VRIN) resources in a strategic way. In
this situation, managing accounts receivable well, controlling cash flows, using lean
approaches and standardizing quality all help the organization become more sustainable.
Dynamic Capabilities Theory adds to this by pointing out that firms can respond to fast changes
by integrating, building and rearranging both their internal and external strengths (Ostadi et al.,
2024). The use of lean and standardized methods demonstrates these skills, so organizations
can address the demands of sustainability and still maintain their operational performance and
financial control.

Even though these variables play a crucial role in sustainable performance and are
widely recognized, the research has not fully explored their mutual influence, especially in the
areas of financial and operational functions. Most research on these issues examines them
individually or concentrates on advanced economies, where the systems are quite different from
those in emerging markets (Tatoglu et al., 2020). The gap is most noticeable in KSA where
organizations encounter resource limitations, changing markets and new rules for governance
which makes it harder to use both financial and operational methods for sustainability.
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In addition, studies of sustainability in emerging economies have mostly looked at
external issues like laws, pressure from stakeholders or market trends, while not valuing the
role of internal capabilities enough. There is a significant gap in the literature because no
detailed, scientific models have been developed to study the combined effects of financial and
operational factors on sustainability (Rashid et al., 2025).

Therefore, the study aims to find out how internal financial efficiency and operational
practices together affect the sustainability of organizations in KSA. Through empirical study,
the study helps explain that sustainability is influenced by many internal controls and process
innovations. It argues that a strong financial system together with excellent operations is the
base strategy for maintaining sustainability when resources are scarce and the environment is
unpredictable (Indriyani et al., 2025).

It matters for more than just its theory; it also has practical benefits. Based on the
findings, corporate leaders and financial managers in KSA should make sure to integrate
financial control with strong operations to ensure the sustainability of their companies. The
study provides facts that can guide the creation of programs, laws and protocols to encourage
sustainability within companies, rather than relying only on outside rules. In addition, by
focusing on two important countries in the Arab world, the study makes it easier to see and
address the factors that impact sustainable performance in similar situations.

In addition, this research highlights the amounts of influence each factor has on
sustainability. Even though all four are thought to support sustainable performance, initial
findings suggest that quality standardization and managing accounts receivable are more
important. This points out that being consistent in operations and having enough cash are both
necessary for a company’s long-term success. Noticing these differences makes it important to
study how organizations can allocate resources and choose interventions in both financial and
operational areas.

Therefore, this study helps to fill in several major research gaps. It brings together
financial and operational perspectives into a single model for sustainable performance,
addressing the issue of earlier studies that treated them separately. It also uses the model in
emerging economies, helping to deal with the challenges and opportunities that are unique to
such countries. Third, it applies a powerful statistical method called Partial Least Squares
Structural Equation Modeling (PLS-SEM) to check the validity of theories and examine how
different variables are related. By using these methods, the results can be relied on and used
again in other studies with similar setups.

litrature review

Sustainable performance is now achieved by bringing together the company’s financial and
operational strengths. This study’s main theory is based on the Resource-Based View (RBV)
and Dynamic Capabilities Theory (DCT) which both highlight the importance of internal
strengths in helping a company succeed and last in the market. The RBV claims that
organizations can reach top performance when they use valuable, rare, inimitable and non-
substitutable resources (Barney, 1991). In this case, proper management of accounts receivable
and cash flow helps maintain a good cash flow and funds investments in sustainable activities.
In the same way, using lean practices and standardizing quality help a company become more
efficient and consistent which matches the key ideas of the RBV. Dynamic Capabilities Theory
(Teece, Pisano, & Shuen, 1997) underlines how companies can blend, develop and reuse their
own and external capabilities to handle the fast-changing demands of sustainability. Using both
theories together gives a reliable base to understand how better organization and management
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of finances and operations lead to lasting results, mainly in emerging markets where flexibility
and efficient use of resources matter most.

The literature also points out that strong internal financial management is crucial for an
organization to keep operating. A number of studies have pointed out that more efficient
accounts receivable help raise cash liquidity, lower capital costs and enable firms to invest in
long-term sustainability (DeFranco & Schmidgall, 2017; Aktas, Croci, & Petmezas, 2015).
Effective receivable management helps reduce the time needed to convert cash, makes finances
more predictable and decreases the need for external loans which all support sustainable
practices by the organization. In markets such as Saudi Arabia, where it is harder to get capital
and the economy is more volatile, having efficient accounts receivable systems helps protect
businesses from financial problems and supports efforts to invest in long-term growth (Al-
Htaybat, von Alberti-Alhtaybat, & Hutaibat, 2018).

Receivables management is closely related to cash flow control which means monitoring,
studying and maximizing the flow of cash in a company. Recent findings show that having
proper cash flow management is important for any business to stay running and fund its
important projects (Wang, 2021; Delen, Kuzey, & Uyar, 2013). A strong cash flow system helps
companies avoid liquidity crises and still uphold their environmental, social and governance
(ESQG) responsibilities. In their study, Enqvist, Graham and Nikkinen (2014) found that firms
that manage their cash flow well can better handle external challenges and focus on long-term
value creation which usually involves sustainability efforts. In countries where there is
financial instability or uncertain rules such as KSA, regular cash flows help companies
continue to operate sustainably.

In terms of operations, lean methods are commonly seen as important for improving
sustainability. The concept of lean started in manufacturing, but it is now used in other sectors
to cut waste, streamline processes and encourage continuous improvement (Womack & Jones,
2003; Shah & Ward, 2007). Studies done recently indicate that lean implementation helps the
environment by using fewer materials, less energy and improving the way supplies are
managed (Dora et al., 2013; Garza-Reyes et al., 2019). Lean methods also help social
sustainability by involving employees, ensuring safe workplaces and making processes clear.
In addition, using lean systems makes it easier for a business to react to changes in the market
or new regulations, especially those linked to sustainability (Bhamu & Sangwan, 2014).

Ensuring quality is the same across all products is essential for both smooth operations and
complying with rules which are crucial for sustainability. Setting and following the same rules,
goals and criteria guarantee that an organization performs efficiently, reduces mistakes and
fulfills its own standards as well as those of the outside world (ISO, 2020). According to
studies, when standards are applied consistently, sectors that need dependability and
responsibility tend to have better sustainable results (Psomas & Antony, 2015; Zimon, Tyan, &
Sroufe, 2020). Having ISO 9001 or similar quality certifications has been related to a rise in
stakeholder trust, a drop in environmental harm and better long-term performance (Boiral,
2007; Santos-Vijande, Lopez-Sanchez, & Trespalacios, 2012).

Although many studies show that these financial and operational factors help achieve
sustainability, there are still not many that examine how they work together. Most previous
studies analyze financial and operational aspects separately which means they often fail to
identify the benefits that come from considering them together (Grewal, Serafeim, & Yoon,
2016). Also, there is a shortage of research focused on the unique circumstances of KSA, which
are experiencing major economic and social changes and need particular sustainability
solutions. Because each country has its own culture, laws and economy, companies need to
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investigate and adapt to the special conditions in each place. Even though global best practices
are useful, they cannot be used in emerging markets without being adapted to fit the local
context through research.

It 1s also common for research to not include a framework that looks at environmental, social
and economic aspects of sustainability at the same time. A lot of the existing literature on
sustainability mainly focuses on the environment and not enough on how financial and
operational tools can support social and economic aims such as employee welfare, lasting
profits or helping the community (Elkington, 1997; Dyllick & Hockerts, 2002). The integrated
performance construct suggested in this study allows for a fuller understanding of sustainability
and gives useful advice to those who handle several competing priorities. It is especially
important for companies in KSA, as their sustainability efforts should now match the national
goals and the UN Sustainable Development Goals (SDGs).

In view of these points, this study proposes a new model that examines the relationship between
accounts receivable efficiency, cash flow control, lean practices and quality standardization and
how they affect a company’s sustainability. The model is built on well-known theories and is
tested with strong statistical methods. It helps unite research from finance and operations and
then applies them to countries that have not been widely studied. Also, the research design
includes a wide variety of performance indicators which helps in better understanding how a
company’s capabilities contribute to its achievements.

Methodology

The study is set up to thoroughly explore the influence of financial and operational factors such
as accounts receivable efficiency, cash flow management, lean practices and quality
standardization on the long-term success of companies in Pakistan. Because it is based on the
positivist philosophy, the study applies a deductive method that relies on established theories
like the Resource-Based View and Dynamic Capabilities Theory. According to positivism,
science can measure and analyze real facts which is why positivists prefer quantitative research
designs. This way of researching is most helpful for testing relationships between constructs
that have been clearly defined, making it easier to test theories in a standardized and repeatable
way.

The research is focused on the organizational environment in Pakistan, with a special interest
in mid to large companies from manufacturing, services, healthcare and logistics sectors.
Because these firms face greater pressure to be sustainable, they are excellent choices for
studying what internal strengths help them achieve sustainability. The group of interest includes
managers, supervisors, analysts and executives from finance and operations who participate in
making decisions about financial control and operational efficiency. What they have learned is
crucial for explaining how internal systems lead to sustainable achievements in Pakistan which
is an emerging market with fast industrial growth, changing consumer tastes and new rules for
sustainability.

Since the population is large and specific insights are required, a purposive sampling strategy
was chosen. By using this method, the sample includes people who have relevant information
and experience on the study’s variables. To make the dataset more diverse and reliable,
stratified purposive sampling was used to separate the sample by industry and organizational
size which helped capture differences among sectors and firm maturity. In total, the study
involved 300 respondents from a wide range of industries and job functions which made the
data both detailed and useful. Survey questions were organized into a questionnaire and
delivered online to ensure that many people could take part from anywhere. A questionnaire
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was made using validated scales from previous research and was tested by 20 experts to make
sure it was easy to understand, reliable and relevant.

Results

1.Reliability and Convergent Validity Analysis

The reliability and convergent validity analysis indicates strong internal consistency and
construct validity across all measured variables. All item loadings exceed the threshold of 0.70,
confirming indicator reliability. Cronbach’s Alpha values range from 0.83 to 0.89, and
Composite Reliability (CR) values range from 0.88 to 0.93, both surpassing the recommended
minimum of 0.70, thus confirming internal consistency reliability. Additionally, the Average
Variance Extracted (AVE) values for all constructs range from 0.65 to 0.75, exceeding the 0.50
threshold, which demonstrates adequate convergent validity. These results collectively confirm
that the measurement model is both reliable and valid for assessing the latent constructs in the
study.

Table 4.1: Reliability and Convergent Validity Analysis

. Average
Cronbach’s Composite Variance
Construct Indicator  Loading Reliability
Alpha (CR) Extracted
(AVE)
Accounts AREIl,
Receivable ARE2, >0.70 0.83 0.88 0.65
Efficiency ARE3
CFCl1,
Cash Flow Control CFC2, >0.70 0.85 0.89 0.68
CFC3
. LP1, LP2,
Lean Practices LP3, LP4 >0.70 0.87 0.91 0.70
Quality QS1, QS2,
Standardization QS3, QS4 =070 0.88 0.92 0.72
Sustainable SP1, SP2,
Performance SP3, SP4 =070 0.89 0.93 0.75

2. Discriminant Validity (HTMT Ratios)

The discriminant validity of the constructs was assessed using the Heterotrait-Monotrait
(HTMT) ratio of correlations, and the results confirm that each construct is empirically distinct
from the others. All HTMT values fall well below the conservative threshold of 0.85, with inter-
construct values ranging from 0.59 to 0.78. This indicates that there is no significant overlap
between the constructs, and each one captures a unique dimension within the model.

Tabel 4.2: Discriminant Validity (HTMT Ratios)
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Constructs ARE CFC LP QS SP

Accounts Receivable Efficiency (ARE) -

Cash Flow Control (CFC) 0.65 -

Lean Practices (LP) 0.59 060 -

Quality Standardization (QS) 0.68 066 0.62 -
Sustainable Performance (SP) 0.70 0.72 075 0.78 -

3. Collinearity Statistics (VIF Values)

The collinearity statistics, measured using Variance Inflation Factor (VIF), indicate that
multicollinearity is not a concern in the structural model. All VIF values for the predictor
constructs—Accounts Receivable Efficiency (1.45), Cash Flow Control (1.36), Lean Practices
(1.62), and Quality Standardization (1.58)—are well below the commonly accepted threshold
of 5. This demonstrates that the independent variables do not exhibit problematic levels of
intercorrelation and can be reliably used to assess their individual contributions to Sustainable
Performance without distortion due to multicollinearity.

Tabel 4.3: Collinearity Statistics (VIF Values)

Construct VIF Values
Accounts Receivable Efficiency 1.45
Cash Flow Control 1.36
Lean Practices 1.62
Quality Standardization 1.58

4. Model Fit Summary (PLS-SEM)

The model fit summary indicates that the structural model demonstrates a good overall fit. The
Standardized Root Mean Square Residual (SRMR) is 0.065, which is below the acceptable
threshold of 0.08, confirming a good approximation of the observed data. The R? value for
Sustainable Performance is 0.52, indicating that the model explains a substantial portion of
variance in the dependent variable. The Q? value of 0.31 further supports the model’s predictive
relevance, as it exceeds the minimum threshold of 0.00.

Tabel 4.4: Model Fit Summary (PLS-SEM)
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Fit Index Value Threshold Criteria
SRMR (Standardized Root Mean Square Residual) 0.065 <0.08 (acceptable)
R? (Sustainable Performance) 0.52  >0.40 (substantial)
Q? (Predictive Relevance) 0.31  >0.00 (relevant)
NFI (Normed Fit Index) 0.91 >0.90 (good fit)

5. Structural Model Results (Path Coefficients & Hypothesis Testing)

The structural model results reveal that all four hypothesized relationships are statistically
significant and positively influence Sustainable Performance. Quality Standardization (QS)
exhibits the strongest effect (B = 0.34, t = 5.18, p < 0.001), highlighting its critical role in
driving sustainability outcomes. Accounts Receivable Efficiency (ARE) also shows a
substantial impact (B = 0.29, t = 4.12, p < 0.001), underscoring the importance of efficient
financial practices. Cash Flow Control (CFC) and Lean Practices (LP) contribute positively as
well, with § values of 0.21 (t=3.35, p<0.01) and 0.19 (t = 2.89, p < 0.01) respectively.

Tabel 4.5: Structural Model Results (Path Coefficients & Hypothesis Testing)

Path Beta () t-value p-value Result

ARE — Sustainable Performance 0.29 4.12 <0.001  Supported

CFC — Sustainable Performance 0.21 3.35 <0.01 Supported

LP — Sustainable Performance 0.19 2.89 <0.01 Supported

QS — Sustainable Performance 0.34 5.18 <0.001  Supported
Discussion

The study results support the idea that internal financial and operational strengths are important
for long-term success in Pakistani organizations. The study, using Resource-Based View and
Dynamic Capabilities Theory, shows that using a company’s unique skills supports its long-
term success. All four predictors were found to have a positive and significant effect on
sustainable performance which agrees with the theoretical model and research done in other
emerging economies.

From the list of constructs, quality standardization was found to be the main factor influencing
sustainable performance. Therefore, following the same operational standards and procedures,
ensuring quality and being consistent in results improves customer service, the process and
environmental and social responsibility. The conclusion fits with what is known in literature,
that using standardized quality management methods helps companies use resources more
efficiently, cut down on waste and enhance their reputation, all key for sustainability. The
importance of this relationship stands out in Pakistan which is experiencing greater pressure
from regulators and customers to be transparent.
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It was found that efficient accounts receivable greatly contributed to sustainable performance,
confirming the importance of financial discipline for the organization. Effective handling of
receivables increases the organization’s money supply, lowers the risk of bad debts and makes
it possible to invest in initiatives that will last. In such environments, where it takes a long time
and is not certain when credits will be repaid, companies that keep a firm grip on their
receivables can focus more on long-term environmental and social work. This result matches
what the financial sustainability literature says which is that strong financial controls are key
to achieving broader corporate sustainability targets.

Managing cash flow was a major factor in achieving sustainability, but accounts receivable
were slightly more important. As a result, although managing cash is still essential, it indirectly
supports the company by allowing investment in technology, training and systems that
contribute to sustainability. Therefore, Pakistani firms should start using advanced financial
planning and forecasting tools to secure the finances needed for sustainable innovation.
Research has shown that, when used well, financial slack provides support and resources for
companies making sustainability-focused changes.

Using lean practices which help eliminate waste and make processes more efficient, greatly
contributed to better sustainable performance. The research proves that lean thinking is about
more than saving money; it also encourages being environmentally friendly and responsible to
society. When lean practices are used in emerging markets, they can boost both economic
growth and care for the environment. Because of legacy systems and infrastructure issues in
Pakistan, adopting lean practices can help companies become more competitive and
sustainable.

All of these results support the ongoing conversation on how to integrate financial and
operational strategies for sustainable development in emerging countries. These dimensions
show that sustainability should be achieved by linking the efforts of operating well and
managing finances. Because the model shows such a strong relationship (R? = 0.618), it proves
that this framework is reliable and that firms with better internal capabilities are more likely to
do well in economic, environmental and social areas.

To sum up, the study shows that financial and operational efficiencies together contribute to
better sustainability for Pakistani organizations. The research is important because it shows
how companies can use their resources and routines to generate value over time, applying the
Resource-Based View and Dynamic Capabilities Theory to sustainability. They confirm that
internal factors are important and also highlight the need for new theories to better understand
the interactions between financial systems and how a company works.
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