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Abstract

With increasing environmental and strategic challenges, achieving sustainable com-
petitive advantage is crucial for businesses. This study aims to examine the impact of
strategic risk and green financial management on sustainable competitive advantage,
focusing on the mediating role of sustainable business resilience and the moderat-
ing effect of government policy. A quantitative approach was utilized, applying the
SMART-PLS methodology to analyze data gathered through a survey of 316 small and
medium-sized enterprise (SME) owners in Indonesia, selected for their direct involve-
ment in daily operations and strategic decision-making. The response rate was 63.2%,
representing various industry sectors. The results indicate that strategic risk signifi-
cantly enhances sustainable business resilience (B = 0.796 and p-value < 0.01), which
is strongly associated with sustainable competitive advantage (f = 0.458 and p-value <
0.01). Green financial management, however, does not significantly impact resilience
(B = 0.008 and p-value = 0.89). Both strategic risk and green financial management,
nonetheless, indirectly influence competitive advantage through resilience, reflecting
partial mediation (P = 0.112, p-value = 0.02 and B = 0.053, p-value = 0.04, respectively).
Additionally, government policy strengthens the effect of green financial management
on resilience (f = 0.556 and p-value < 0.01). These findings underscore the importance
of firms managing strategic risks proactively and providing supportive regulations to
encourage sustainable business practices by governments. The study provides practi-
cal insights for businesses and policymakers aiming to foster corporate resilience and
enhance sustainable competitive positioning.

Keywords green financial management, strategic risk, sustainable
business resilience, sustainable competitive advantage,
government policy

JEL Classification G32, D81, Q01, L10, Q58

INTRODUCTION

In the last decade, businesses have increasingly integrated environ-
mental concerns into their corporate strategies, recognizing sustain-
ability as a driver of innovation and long-term competitiveness rather
than merely a cost. This global shift reflects the growing importance
of environmental stewardship in shaping business success, offering
opportunities for market expansion and sustainable wealth creation
(Nauck et al., 2021; Sadiq et al., 2022).

Porter (2020) introduced the concept of shared value, which highlights
the interconnectedness of business performance and societal progress.
Today, companies gain competitive advantage not only through op-
erational efficiency but by embedding sustainability into their core
strategies. Aligning financial goals with environmental and social re-
sponsibilities has become critical for long-term resilience and success
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(Gémez Gutiérrez Torrenova, 2021). This strategic approach allows businesses to better manage the in-
creasing risks associated with global environmental challenges (Sharapov & Ross, 2023).

The relationship between strategic risk management and sustainable business resilience has become an
interdisciplinary focus, drawing attention from business management and environmental studies alike
(Petersen, 2013). Effective risk management, combined with the adoption of green financial practices, is
crucial for strengthening competitiveness. Companies that neglect these aspects risk losing their mar-
ket positioning (Huseynova, 2024; Nohong et al., 2024b).

Recent disruptions, such as those caused by the COVID-19 pandemic, have highlighted the need for
businesses to build resilience. In Indonesia, the pandemic significantly impacted operations, with many
companies forced to halt or reduce activities, resulting in economic decline and disrupted supply chains
(Vo et al., 2022). These challenges further underscore the importance of sustainability and risk manage-
ment in ensuring long-term corporate success. The increasing complexity of global environmental and
economic challenges necessitates the integration of sustainability into strategic risk management. This
approach is essential for businesses striving to build resilience and maintain competitiveness in an ever-

evolving marketplace.

1. LITERATURE REVIEW
AND HYPOTHESES

The concept of sustainable competitive advantage
has become increasingly important in modern busi-
ness, where firms face complex and rapidly evolving
environmental and strategic challenges. Sustainable
competitive advantage is defined as a firm’s ability
to maintain a unique position in the market over
time, driven by resources and capabilities that are
not easily replicated by competitors (Porter, 1985).
This concept is particularly relevant for small and
medium-sized enterprises (SMEs), which are often
more vulnerable to external shocks due to their lim-
ited resources. As such, a growing body of research
emphasizes the need for SMEs to develop strategies
that strengthen their resilience against environmen-
tal and market disruptions.

Strategic risk encompasses uncertainties and poten-
tial disruptions impacting an organization’s long-
term goals. These risks can arise from various fac-
tors, including market volatility, regulatory changes,
technological advancements, and competitive pres-
sures (Resick et al., 2023; Syrova & Spiéka, 2023).
Managing strategic risk is essential to ensuring busi-
ness continuity for SMEs, which often lack the finan-
cial and operational buffers of larger firms. Research
suggests that strategic risk management enables or-
ganizations to anticipate and mitigate threats, adapt
to changing conditions, and even identify opportu-
nities within disruptions (Das et al., 2023).

http://dx.doi.org/10.21511/ppm.22(4).2024.50

To effectively manage strategic risk, organiza-
tions adopt various frameworks and tools, such
as scenario planning, risk assessment models,
and mitigation strategies. Scenario planning, for
example, allows firms to envision different future
scenarios and prepare accordingly, thus enhanc-
ing their ability to adapt to unexpected changes
(Sharapov & Ross, 2023). However, despite the es-
tablished benefits of strategic risk management,
there is a paucity of empirical studies that exam-
ine its direct impact on resilience in the context
of SMEs, especially in emerging markets where
resources and access to risk management tools
may be limited.

The literature on resilience identifies various strat-
egies for building organizational resilience, in-
cluding investing in flexible resources, diversify-
ing supply chains, and fostering a culture of con-
tinuous learning and innovation. For instance,
supply chain diversification is seen as a way to
reduce dependency on specific suppliers, thereby
minimizing the impact of disruptions (Audretsch
& Belitski, 2023; Khan et al., 2024). Despite these
insights, existing research has largely focused on
resilience as an outcome rather than examining it
as a mediating factor that translates strategic risk
management into sustainable competitive advan-
tage. This study seeks to address this gap by ex-
ploring resilience as a key organizational capa-
bility that links risk management practices with
long-term competitiveness.
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The resource-based view (RBV) theory posits that
a firm’s sustainable competitive advantage arises
from resources and capabilities that are valuable,
rare, difficult to imitate, and non-substitutable
(Barney, 1991). In this framework, resilience can
be viewed as a strategic capability that enables
firms to leverage their resources effectively, even
in adverse conditions. According to RBV, firms
with resilient capabilities are better positioned to
maintain their competitive edge because they can
respond to challenges more flexibly and recover
from disruptions faster than their competitors
(Chetanraj et al., 2024).

Building resilience through RBV involves the de-
velopment of adaptive capabilities that allow firms
to reconfigure resources in response to changing
conditions. Resilience, in this sense, is not merely
a defensive mechanism but a proactive strategy
that enables firms to capitalize on new opportu-
nities created by disruptions. Although RBV pro-
vides a theoretical foundation for understanding
resilience, empirical studies on resilience as a me-
diating variable between strategic risk and com-
petitive advantage remain limited, particularly in
the context of SMEs.

Green financial management refers to the integra-
tion of environmental considerations into finan-
cial decision-making processes. This approach is
increasingly adopted by firms that seek to balance
profitability with environmental responsibility,
recognizing that sustainable practices can yield
both economic and social benefits (Dong, 2022;
Hung, 2021). Green financial practices, such as
investments in energy-efficient technologies and
waste reduction initiatives, can enhance a firm’s
competitive position by improving operational ef-
ficiency and appealing to environmentally con-
scious stakeholders (Ai et al., 2024; Molina-Azorin
etal., 2009).

For SMEs, green financial management presents
both challenges and opportunities. While eco-
friendly investments may require upfront costs,
they can lead to long-term cost savings and open
access to new markets or customer segments pri-
oritizing sustainability (Chitimiea et al., 2021).
Nevertheless, the direct impact of green financial
management on resilience has not been extensive-
ly studied. It is unclear whether environmentally
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focused financial strategies directly strengthen a
firm’s ability to withstand disruptions or if they
primarily enhance competitiveness by improving
brand reputation and stakeholder relations.

Government policy plays a crucial role in promot-
ing sustainable business practices, particularly in
areas such as green finance and environmental
regulation. Governments around the world are
implementing policies that incentivize compa-
nies to adopt sustainable practices, including tax
breaks for eco-friendly investments, carbon pric-
ing, and renewable energy subsidies (Ashfaq et al.,
2024; Qian, 2024; Vinh Quang et al., 2024). These
policies serve not only as incentives but also as
regulatory frameworks that mandate transparen-
cy and accountability in corporate environmental
practices.

By enforcing standards for environmental impact
reporting, governments can encourage firms to as-
sess and disclose their environmental risks, which
can lead to better risk management and resilience
(Porter, 2020). Government policies are especially
impactful in developing economies, where busi-
nesses may lack the resources to implement green
practices independently. In this context, regulato-
ry support can be essential for fostering resilience
among SMEs. This study contributes to the litera-
ture by examining how government policy moder-
ates the relationship between green financial man-
agement and resilience, particularly within SMEs
in Indonesia.

While much of the literature on strategic risk, re-
silience, and green finance is rooted in studies
from developed economies, there is a growing need
to understand these dynamics within the con-
text of emerging markets. SMEs in countries like
Indonesia face unique challenges related to limited
access to capital, evolving regulatory landscapes,
and heightened exposure to environmental risks.
As such, insights from studies conducted in devel-
oped economies may not fully capture the complex-
ities faced by SMEs in emerging markets, under-
scoring the importance of region-specific research.

Global studies reveal that companies adopting
green financial practices tend to perform bet-
ter in competitive environments, especially in
regions with strong environmental regulations
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(Aziakponoetal.,2014; Kim & An, 2024). However,
the effectiveness of green finance as a resilience
strategy remains debated, with some scholars
arguing that the benefits are contingent on sup-
portive regulatory frameworks. By exploring the
interplay between green finance and government
policy, this study adds a nuanced perspective to
the global literature on sustainable competitive
advantage.

Despite the insights provided by previous studies,
several gaps remain in the literature. First, there is
limited research examining resilience as a mediating
factor between strategic risk management and com-
petitive advantage, especially in the context of SMEs.
While resilience is widely recognized as a valuable
organizational capability, its role in translating risk
management efforts into long-term competitive
gains has not been thoroughly investigated. Second,
the influence of green financial management on re-
silience and competitive advantage is underexplored,
particularly for SMEs in emerging markets where
regulatory and financial constraints differ signifi-
cantly from those in developed economies.

Finally, the role of government policy as a mod-
erating factor in green finance-related resilience
strategies is not well understood. While there is
consensus that regulatory support can enhance
sustainable practices, few studies have examined
how such support affects the resilience-building
capacity of SMEs. This study addresses these gaps
by focusing on strategic risk, green financial man-
agement, resilience, and government policy within
the context of Indonesian SMEs, providing a com-
prehensive analysis of how these variables interact
to influence sustainable competitive advantage.

Given the gaps identified, this study aims to pro-
vide a more nuanced understanding of the mech-
anisms through which strategic risk and green
financial management contribute to sustainable
competitive advantage in SMEs. By focusing on
resilience as a mediating factor and government
policy as a moderating variable, the study offers
insights that are both theoretically significant and
practically relevant.

This study tries to fill this gap by investigating

how green financial management influences re-
silience and, consequently, competitive advantage.

http://dx.doi.org/10.21511/ppm.22(4).2024.50
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Furthermore, this study aims to contribute to the
literature by addressing the need for empirical
evidence on resilience and green finance within
the SME sector, particularly in emerging mar-
kets where sustainable business practices are still
evolving.

Accordingly, the following hypotheses are
proposed:
HI: Strategic risk has a significantly positive ef-

fect on sustainable business resilience.
H2: Green financial management has a signifi-
cantly positive effect on sustainable business
resilience.
H3:  Sustainable business resilience has a signifi-
cantly positive effect on sustainable competi-
tive advantage.
H4:  Strategic risk positively and significantly af-
fects sustainable competitive advantage.
H5:  Green financial management positively and
significantly affects sustainable competitive
advantage.
H6:  Sustainable business resilience mediates the
relationship between strategic risk and sus-
tainable competitive advantage.

Sustainable business resilience mediates
the relationship between green financial
management and sustainable competitive
advantage.

H7:

HS8: Government policy moderates the effect of
green financial management on sustainable

business resilience.

2. METHODS

This study adopts a quantitative approach, em-
ploying the SMART-PLS methodology to analyze
the relationships among strategic risk, green fi-
nancial management, government policy, sustain-
able business resilience, and sustainable competi-
tive advantage. The sample was sourced from the
Ministry of Cooperatives and SMEs of Indonesia,
focusing on regions identified by the national
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waste management information system as areas
with significant SME-generated waste. The data
capture waste volumes produced by SMEs in two
primary business categories: food and drink, and
non-food and drink.

A total of 500 questionnaires were distributed to
SME owners actively involved in daily operations
and strategic decision-making within their busi-
nesses. These owners were selected based on their
capacity to provide insights into resilience and
competitive advantage within their industry con-
text. Of the distributed questionnaires, 316 were
completed and returned, yielding a response rate
of 63.2%, which was considered sufficient for re-
liable statistical analysis across a diverse range of
sectors. The survey instrument was adapted from
prior research (Nohong et al., 2024a) and admin-
istered electronically, with participation secured
through informed consent.

The questionnaire consisted of two sections: the in-
troductory section outlining the survey’s purpose
and the second section capturing demographic da-
ta and measuring the primary constructs using a
5-point Likert scale, where responses ranged from
“strongly disagree” to “strongly agree.” Detailed
information on the measurement items, along
with validity and reliability metrics such as com-
posite reliability and item loadings, is provided in
Appendix A to ensure transparency regarding the
internal consistency of each construct.

The collected data were analyzed both descriptive-
ly and inferentially to evaluate the relationships

Table 1. Respondents’ information

within the proposed model. The SMART-PLS ap-
proach was selected for its effectiveness in han-
dling complex models and smaller sample sizes,
making it well-suited to this study’s examination
of SMEs across various industries.

Table 1 shows that most of the respondents’ busi-
nesses are non-food and drink, such as souvenirs
(11.12%), wooden furniture (11.12%), convection
and clothing (11.10%), printing (17.11%), pro-
cessed wood products (12.01%), tiles and ceram-
ics (10.01%), wooden interiors (26.19%), and doors
and frames (1.34%).

Evaluating small and medium-sized businesses
(SMEs) typically revolves around their financial
performance and sales growth. Consistent sales
figures are crucial for SMEs, signaling overall
progress. When it comes to sales, SMEs are cat-
egorized into different ranges: 300-450 million
(27.22%), over 450-600 million (46.20%), over 600-
750 million (4.43%), over 750-900 million (5.06%),
over 900-1,500 million (9.81%), and over 1,500
million (7.28%). Regarding employment, most
surveyed SMEs have 5-10 employees (78.16%),
while the remaining have more than 10 employees
(21.84%).

The data underscore the significant role played
by SMEs in regional employment. Not only do
SMEs generate job opportunities, they also fos-
ter skill development and entrepreneurship. Their
capacity to adapt to market changes and inno-
vate positions them as essential contributors to
workforce growth. Furthermore, SMEs often op-

Description Respondents, n Total respondents, %
Product/core business
foodanddrink 2L 3829
non-food and drink ; 195 61.71
Sales value
“pg‘;'\‘/\/een SOQ'g‘nd 450 m'i‘l'l‘i"on """""" ; 8% 27.22
more than 450 and 600 million 146 46.20
‘more than 600 and 750 million w o 443
morethan 750 and 900 million B 16 . 506,
more than 900 and 1,500 million 31 9.81
‘morethan 1,500 milion : x3 7.28
Employees
5t0 10 f 247 78.16
‘morethan 10 I B 69 .. 2184
Total 316 100.00
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erate in sectors critical to economic development,
such as manufacturing, agriculture, and services.
Understanding how SMEs contribute to workforce
growth can assist policymakers and stakeholders
in providing targeted support for these businesses.
Valuable support measures can be implemented by
addressing the challenges that SMEs encounter in
maximizing their role in workforce growth.

3. RESULTS AND DISCUSSION

The distribution and variability of the variables
under investigation are depicted in the descrip-
tive statistics presented in Table 2. The strategic
risk (SR) variable reveals a moderate level of vari-
ance in the firms’ perceptions of strategic risks,
with a mean of 0.75, values ranging from 0.65 to
0.86, and a standard deviation of 0.07. In con-
trast, green financial management (GFM) displays
greater diversity in the adoption of green financial
principles, with a mean of 0.75, a broader range of
0.55 to 0.85, and a standard deviation of 0.11.

Government policy (GP) exhibits the highest
mean within the sample, measuring 0.86, with val-
ues closely clustered between 0.76 and 0.91 and a
standard deviation of 0.05. This indicates that the
sample largely shares consistent views regarding
robust government policies. Sustainable business
resilience (SBR), with a mean of 0.80, a standard
deviation of 0.06, and scores ranging from 0.73
to 0.85, reflects relatively strong and stable lev-
els of business resilience. Conversely, sustainable
competitive advantage (SCA) is the most variable,
with a mean of 0.78, a range of 0.53 to 0.88, and a
standard deviation of 0.14, suggesting significant
differences in how companies perceive their com-
petitive advantages. These findings underscore the
diversity in green financial practices, competitive
advantage, and strategic risk management with-

Table 2. Descriptive statistics

Problems and Perspectives in Management, Volume 22, Issue 4, 2024

in the context of sustainability, highlighting the
various strategies businesses employ to adapt and
thrive in a dynamic business landscape.

The outcomes of the validity and reliability assess-
ments for the strategic risk variables are detailed
in Appendix A. The indicators for strategic risk
variables achieved a composite reliability (CR)
value surpassing 0.6 and a reliability coefficient
of 0.936, demonstrating the appropriateness and
reliability of the corresponding question items.
Similarly, the indicators and variables related to
green financial management, government policy,
sustainable business resilience, and sustainable
competitive advantage also achieved a CR value
and reliability exceeding 0.5, thereby affirming
their validity and reliability. The analysis results
outlined in Appendix A show that the CMIN (chi-
square minimum) value is 2.344, which is below
the threshold of 3. The goodness of fit index (GFI)
is 0.921, closely approaching 1, with the GFI stan-
dard value also at 0.921.

According to the goodness of fit analysis (Table
3), the tested model exhibits excellent alignment
with the observed data. The chi-square minimum/
degrees of freedom (CMIN/df) value of 2.344 is
below the conventional threshold of 3, indicating
a satisfactory model fit. The goodness of fit in-
dex (GFI) of 0.921, comparative fit index (CFI) of
0.989, and parsimony-adjusted comparative fit in-
dex (PCFI) of 0.987 all surpass the 0.9 benchmark,
suggesting that the model fits the data very well.
Moreover, the root mean square error of approxi-
mation (RMSEA) value of 0.046 is under the 0.05
threshold, indicating an excellent fit with the data.

The fit minimum function (FMin) value of 1.378,
while not perfectly close to zero, remains within
an acceptable range, confirming that the model is
reasonably well-fitted. Overall, all indicators dem-

Variables Maximum Minimum Mean St. Deviation
R .88 0.65 Q.75 007
GFM 0.85 0.55 0.75 0.11
GP . e 02 076 0.86 005
SR 085 073 080 006
SCA 0.88 0.53 0.78 0.14

Note: SR = strategic risk; GFM = green financial management;

SCA = sustainable competitive advantage.

http://dx.doi.org/10.21511/ppm.22(4).2024.50

GP = government policy; SBR = sustainable business resilience;
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Table 3. Goodness of fit

Criteria

Rule of thumb Result

Chi-square Minimum/degrees of freedom (CMIN/df)

<3

> 09

almost 0

Root Mean Square Error of Approximation (RMSEA)

<0.05

onstrate that the model fits well with the observed
data, satisfying stringent goodness of fit criteria.
These findings suggest that the proposed model is
both reliable and valid for further analysis, offer-
ing a robust foundation for interpretation and ap-
plication in related research.

The results of the structural model within the PLS-
SEM analysis are depicted in Figure 1. During the
hypothesis testing process, the expected direction,
path coeflicient, and significance of each variable
relationship are estimated if the necessary condi-
tions are met.

Specifically, the PLS-SEM analysis reveals that
strategic risk significantly enhances sustain-
able business resilience, with a coefficient of f =
0.796 and a p-value < 0.01. However, there is no
statistically significant positive relationship be-
tween green financial management and sustain-
able business resilience (B = 0.008 and p-value =

Strategic risk

~~
~~
~
~
~
~
~
~
~
~~
-~

~

p<.01

Green financial
management

Government
policy

Sustainable
business
resilience

0.89). Consequently, sustainable business resil-
ience strongly influences sustainable competitive
advantage (B = 0.458, p-value < 0.01).

Additionally, strategic risk exhibits a weakly posi-
tive, though not highly significant, effect on sus-
tainable competitive advantage (p = 0.459, p-value
= 0.08). The relatively low direct effect of green fi-
nancial management on sustainable competitive-
ness ( = 0.213, p-value = 0.06) may be due to chal-
lenges in effectively implementing green practices,
the long-term nature of their benefits, or external
factors such as market conditions and regulatory
environments that could dilute the immediate im-
pact on a firm’s competitiveness.

Table 4 presents the path coefficients and p-values
for the proposed relationships between strategic
risk, sustainable competitive advantage, green fi-
nancial management, and sustainable business
resilience. It is important to note that the model

-
~
-~
~

~~
~~
~
-~
-~
-~
~~
-~

Sustainable
competitive
advantage

Figure 1. PLS-SEM analysis
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assessing the influence of green financial manage-
ment and strategic risk on the resilience of sus-
tainable businesses is insufficient, with an R? value
of only 20%.

HI is supported by the path coefficient of 0.796,
which is highly significant at the 1% level (p <
0.01) from strategic risk to sustainable business
resilience. This implies that a stronger correla-
tion exists between elevated levels of strategic risk
and more sustainable business resilience. Because
they create jobs, SMEs contribute significantly to
the fight against poverty and unemployment. This
is mostly due to their effective risk management
strategies (Begum et al., 2022; Mondal et al., 2021).

H?2 is not supported, however, as the path coeffi-
cient from green finance management to sustain-
able business resilience is 0.008 and not significant.
This suggests that, in this particular setting, green
financial management approaches do not improve
firm resilience in a statistically significant way. In
the context of SMEs, green practices and financing
may prioritize product costs (Azadda et al., 2023).

The path coefficient of 0.458, which is highly sig-
nificant at the 1% level (p < 0.01), from sustainable
business resilience to sustainable competitive ad-
vantage, supports the validation of H3. This result
indicates a strong correlation between increased
sustainable business resilience and enhanced sus-
tainable competitive advantage. While the study’s
findings suggest that green financial management
has a minimal impact on resilience, they empha-
size the pivotal role of strategic risk management
in bolstering resilience and achieving a competi-
tive advantage.

Table 5 outlines the results of the direct and in-
direct effects of strategic risk and green financial
management on sustainable competitive advan-
tage, considering sustainable business resilience
and government policy as mediating and moder-

Table 4. Path coefficients and p-values

ating variables. Table 5 includes path coeflicients,
p-values, and corresponding interpretations based
on various levels of significance.

For the direct effects, with a p-value of 0.082 and a
path coefficient of 0.459 from strategic risk to sus-
tainable competitive advantage, H4 is supported at
the 10% significance level. Accordingly, strategic
risk significantly and favorably affects long-term
competitive advantage. The determination of a
company’s long-term competitive advantage is
contingent upon its strategic risk (Nohong et al.,
2019). It may be difficult to maintain market po-
sition and lose competitiveness if these risks are
not identified and managed. As a result, business-
es must actively detect and assess strategic risks,
create backup plans, and modify their strategy as
necessary. Opportunities to obtain a competitive
edge can also arise from handling strategic risks
well (Liwafa et al., 2023).

Parallel to this, at the 10% significance level, H5
is supported by the coefficient of 0.213 for green
financial management to sustainable competitive
advantage, with a p-value of 0.056. Accordingly,
green finance management strongly impacts sus-
tainable competitive advantage. Businesses can
benefit from green finance management by being
able to anticipate new rules and comply with ex-
isting ones. Enterprises can avert non-compliance
fines and acquire a competitive advantage over less
agile rivals by proactively implementing sustain-
able practices. Ultimately, access to money and in-
vestments can be generated through green finance
management (B. Kumar et al., 2024; S. Kumar &
Anbanandam, 2020).

The pathway from strategic risk to sustainable
competitive advantage via sustainable business re-
silience demonstrates a partial mediation effect in
terms of indirect effects, with a coefficient of 0.112
and a p-value of 0.024. Organizations can mitigate
the impact of these risks by implementing climate

Interaction

Expected sign : Path coefficients Interpretation

Strategic risk = Sustainable business resilience

Sustainable business resilience - Sustainable competitive advantage

(+) 0.796*** H1 is supported
(+) 0.008 i H2isnotsupported
(+) : 0.458%** H3 is supported

Note: Significant level = * (o = 10%), ** (a0 = 5%), *** (a = 1%).
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Table 5. Direct and indirect effects

Structural paths

Coefficient :p-value: Interpretation

Direct Effect

Strategic risk - Sustainable competitive advantage . 0.459 0082 H4 is supported
Green financial management = Sustainable competitive advantage 0.213 0.056 H5 is supported
Indirect Effect
Strategic risk - Sustainable business resilience — Sustainable competitive advantage 0112 0024 Partial mediation
Sgrene;ezr;ir;c;zlvr:::aaggeement - Sustainable business resilience - Sustainable 0.053 | 0.036 Partial mediation
Green ﬁnancuigl‘ manager'r{é‘nt - GO\;éﬁl;nment poul'i‘éy - Susf‘é‘iunable busi‘h‘éss resilié‘r'w‘gé” .6.556 OOOO I\/'I‘oderat;i‘on

adaptation strategies and sustainable resilience
measures (Azadda et al., 2023; Gray & Jones, 2016;
Huang et al., 2022). The indirect impact of green
financial management on sustainable competitive
advantage through resilient businesses has a 0.053
coefficient and a p-value of 0.036, suggesting par-
tial mediation as well. It follows that incorporat-
ing sustainability into financial decision-making
can have positive effects on stakeholder relations,
cost savings from lower energy use, and availabil-
ity of green financing options (Wan et al., 2022).

The indirect effect of green financial manage-
ment on sustainable business resilience, mod-
erated by government policy, exhibits a signifi-
cant influence, with a coeflicient of 0.556 and
a p-value of 0.000. This finding highlights the

critical role of government policy in enhancing
the impact of green financial management on
competitive advantage and sustainable business
resilience. It suggests that environmentally con-
scious financial management strategies, partic-
ularly for small and medium-sized enterprises
(SMEs), can foster sustainable business resil-
ience when bolstered by supportive environ-
mental legislation. Furthermore, government
policies can establish standards and guidelines
for environmental compliance, ensuring that
companies are held accountable for their envi-
ronmental impact. Therefore, the effectiveness
of green financial management strategies and
their contribution to sustainable business resil-
ience is fundamentally determined by state pol-
icy (Lee et al., 2021; Park & Kim, 2020).

CONCLUSION

This study examines the impact of strategic risk and green financial management on sustainable com-
petitive advantage, highlighting the mediating role of business resilience in translating these factors
into long-term sustainability. The mediating role of resilience means that while strategic risk and green
finance strategies may not directly result in competitive advantage, they do so indirectly by fostering
a firm’s capacity to adapt and thrive amidst challenges. Resilience acts as a bridge, transforming effec-
tive risk management and green finance practices into enhanced competitive positioning. The analysis
demonstrates that strategic risk management significantly bolsters business resilience, which in turn
strengthens a firm’s ability to maintain a sustainable competitive edge, particularly in volatile environ-
ments. This finding underscores the importance of resilience as an essential organizational capability
that connects strategic risk practices with sustainable competitive performance.

Moreover, while green financial management did not show a direct impact on resilience, it contrib-
uted to a competitive advantage when supported by government policy, indicating that regulatory
frameworks are vital in amplifying the benefits of green finance. This study offers novel insights
into the interplay between government policy and green finance, suggesting that policy interven-
tions can significantly enhance the resilience and sustainability of SMEs. Practically, the results
imply that businesses aiming for sustainable competitiveness should prioritize strategic risk man-
agement and integrate green financial initiatives supported by regulatory frameworks that promote
sustainable practices.
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Future research should consider a broader and more diverse sample to confirm these findings in differ-
ent geographical and industrial contexts. Additionally, longitudinal studies could deepen understand-
ing of the long-term effects of strategic risk and green financial management on resilience and competi-
tive advantage. Exploring other moderating factors, such as corporate governance and organizational
culture, could further enhance insights into the mechanisms through which resilience mediates com-
petitive outcomes in sustainability-focused firms.
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APPENDIX A

Table Al. Measurement items, validity, and reliability

Variable Items C.R. | Reliability

We always work by conS|der|ng p055|ble risks.

We always |dent|fy the r|sks faced by the company.

e have a specral sectlon tasked wrth managmg company r|sk
0.936

Strategic risk
e always convey the results of risk |dent|ﬁcat|on and quant‘lﬁcat‘lon to the team.

e always ut1I|ze the results of risk |dent1ﬁcanon and quantrﬁcanon in deC|5|on makmg

We monitor and evaluate rlsks perlodlcally

We always choose to mvest in ﬁnanual products that have an enwronmental focus

We always |mp|ement enV|ronmenta|Iy frlendly practlces in ﬁnanual management

We believe that the integration of environmental factors in ﬁnanC|aI decmon—makmg can
mprove Iong term proﬁtablllty

Green financial
management

e prioritize enV|ronmentaI sustalnablllty in our ﬁnanual deC|5|ons 0.949

r company s financial strategy |nc|udes an emphasls on reducmg enV|ronmentaI damage

: We invest in enV|ronmenta|Iy frlendly |n|t'|at|ves

Our company always maintains the importance of transparent ﬁnanmal reportlng in
measuring enV|ronmentaI |mpacts

The government takes ﬁrm action agalnst companies whose actlvmes cause envrronmental
pollution (such as pIast'lc Waste and not prOV|d|ng rubbish b|ns)

Government The regulatory environment has made our company to be more proactlve in enV|ronmentaIIy

0.867 0.927

policy friendly |n|t|at'|ves
The government provrdes incentives to companies that are deemed to have envrronmentally 0.870
friendly activities. '
The government has an |ncent|ve program for companies that communlcate transparently 0.870

about their ﬁnanual enV|ronmentaI |mpacts

We always |dent1fy every | r|sk that has the potennal to d|srupt busmess operauons

e always have the ab|||ty to operate/produce weII.

Sustainable
>ustaina! e have the ab|l|ty to adapt to enwronmental changes 0.928
business resilienc
e have the ablllty to develop new resources amldst envnronmental changes
We always try to take advantage of e><|st1ng opportunmes

ur company can access the resources needed for the product‘lon process.
Sustainable ur company adopts technology to make the productron process ea5|er
competitive T company s products can be eaS|Iy dlst‘lngwshed by customers because of thelr quallty 0.932
advantage

ur company’s products are produced at lower costs compared to other companies.

ur company always maintains and improves our brand reputation from time to time.

Note: Correlation is significant at the 0.05 level (2-tailed).
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