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ARTICLE INFO ABSTRACT

Sustainable finance models aim to provide a framework that harmonizes financial
performance with ethical environmental and social practices, addressing the increasing
necessity for corporations to consider the long-term impacts of their activities on society and
Accepted: 14 Feb 2025 the planet. Our capacity to fulfill the requirements of future generations is hindered by the
substantial climatic change and environmental degradation resulting from traditional
practices. Consequently, to achieve sustainability, prioritization of sustainable and
ecologically responsible development is essential. Legislation aimed at mitigating climate
change will incur substantial implementation costs. Data from various demographic
characteristics will be collected to enhance the understanding of sustainable practices in both
general and specific circumstances. The study's overarching objective is to shed light on the
many socioeconomic contexts in which the inclusive methods created by Sustainable Finance
in Oman, India, and the UAE could enhance individual financial outcomes. FDI is positively
affected by sustainable finance because projects that meet global ESG requirements. In
addition, by facilitating consistent, long-term development, sustainable financing encourages
economic progress. For sustainable finance to successfully stimulate economic growth,
market stability is essential.
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INTRODUCTION

As corporations and financial entities strive to align profitability with environmental, social, and governance
(ESG) goals, the concept of sustainable finance has garnered more attention in recent years. (Schoenmaker &
Schramade, 2019). The financial sector is pivotal in advancing sustainability by financing enterprises and
projects that foster resource efficiency, social inclusion, and renewable energy (Torre & Serafeim, 2021).
Nonetheless, the challenge of reconciling sustainability goals with economic development renders the
integration of sustainability into financial decision-making a significant obstacle..

Sustainable development

A 1987 report prepared for the UN General Assembly was the inaugural work to explicitly examine the
subject of sustainable development. The World Commission on Environment and Development (1987)
defines development as that which "(...) satisfies the needs of the present without jeopardising the capacity
of future generations to fulfil their own needs.” The report advocated for the alignment of environmental
conservation with economic development. Emas [2015] accurately notes that this concept was previously
articulated in A. Pigou's "Economics of Welfare," wherein the author examined the external costs of diverse
economic activities that society endures through damage to public goods (such as clean water and
unpolluted air) without affecting the financial outcomes of the perpetrators. The author argues that
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consumer preferences, which often exhibit high elasticity in response to goods' prices and are seldom
influenced by polluting activities, significantly contribute to this scenario, commonly termed "market
failure," as polluting companies evade accountability for the environmental damage inflicted. The demand
function for various commodities is evolving as consumers' environmental concerns increase, indicating
that the market can really fulfil its tasks efficiently. The pace of this transformation will be determined
more by the availability of commodities that enable customers to express their choices, public awareness
campaigns, and education than by market liquidity or growth stage.

Moreover, the ongoing study often focusses on certain industries or geographic regions, hence limiting the
generalisability of findings across other sectors and locales. The need for comprehensive, industry-wide
models linking sustainability and profitability has reached unprecedented levels as sustainability becomes
more prioritised by regulators, investors, and consumers (Khan, Serafeim, & Yoon, 2016).

Fundamental Ideas in Sustainable Finance

Several foundational concepts underpin sustainable finance, each crucial for steering financial resources
towards more sustainable outcomes. The concepts encompass social responsibility, impact investing, green
finance, and ESG integration.

Environmental, Social, and Governance (ESG) integration involves incorporating ESG factors with traditional
financial research in investment decision-making. This approach recognises that integrating ESG principles
may substantially influence a business's risk profile and performance. Enterprises with strong environmental
policies may be better prepared to navigate changing legislation and resource scarcity, whilst those with effective
governance frameworks tend to exhibit greater stability and transparency.

Impact investing emphasises investments expected to yield both financial returns and measurable good social
or environmental effects. This type of investment includes several sectors, such as sustainable agriculture,
renewable energy, healthcare, and education. The objective is to utilise investment activity to effect positive
change.

Financial services provided for environmentally beneficial projects, including energy efficiency enhancements,
pollution mitigation initiatives, and renewable energy endeavours, are termed "green financing." (Amel-Zadeh,
A., & Serafeim , 2018) To fund such projects, governments, financial institutions, or corporations often issue
green bonds, a popular tool for green finance.

Corporate Social Responsibility: In finance, social responsibility involves considering the societal impact of
investments and financial activities. = This may entail financing enterprises that promote community
development, ethical labour practices, and access to fundamental utilities such as healthcare and education.
Socially responsible investing sometimes involves refraining from investments in industries such as tobacco or
firearms.

Stable economy facilitates the achievement of the Sustainable Development Goals

Financial stability is defined as the hardiness of the primary financial markets and institutions . Maintaining a
steady financial system is crucial because it encourages people to put their money elsewhere and keeps savings
and deposits from going into deficit units. Also eligible to receive these monies are deficit units that are seeking
support for sustainable development projects.. Although some studies have looked at how climate change and
climatic hazards affect financial stability very few have looked at how financial stability contributes to
sustainable development. So, the extent to which stable finances help accomplish sustainable development goals
is still up for debate.

One goal of sustainable development is to reduce consumption in the present so that the resource base is left to
future generations in the same size or even larger than it was to theirs . Supporters of sustainable development
argue that the 17 Sustainable Development Goals (SDGs) will help bring about a better world in the following
ways: by eliminating extreme poverty and hunger; by improving people's health and education; by boosting
industry, innovation, and infrastructure; by reducing inequality; by creating more equitable cities and
communities; by encouraging responsible consumption and production; and by coordinating efforts to combat
climate change. Much of the previous literature has focused on the elements that impact sustainable
development, including societal advancement, economic growth, and environmental conditions
(Phimphanthavong, 2014; Kooirala & Pradhan, 2020; Karintseva et al., 2021). As stated by Barroy et al. (2018)
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Providing a systematic analysis of the link between sustainable development and financial stability, this paper
aims to fill a need in the finance literature. Financial firms should be encouraged to assist sustainable
development initiatives via a robust financial system, say Kirkpatrick and Green (2002).

The function of pertinent parties in sustainable finance

Successful implementation of sustainable finance necessitates the involvement of several stakeholders,
including investors, companies, governments, and civil society.

The need for sustainable financing is predominantly propelled by investors. Investors may influence corporate
conduct and encourage more ethical business practices by allocating funds to sustainable investments and
engaging with companies on ESG issues.( Burchardt, T., et. al. , 2007) A pension fund may choose to endorse
ecologically sustainable activities by investing in a portfolio of companies with a demonstrated history of
reducing carbon emissions.

Corporations: Corporations are crucial in implementing sustainable finance ideas. Businesses may attract
capital and support from sustainability-oriented investors by adopting sustainable business strategies,
improving their ESG performance, and providing transparent ESG reporting.(Buse, K., & Hawkes, S , 2015) A
manufacturing company transitioning to renewable energy sources for its operations serves as a hypothetical
illustration of this business approach. This would not only mitigate the company's environmental impact but
also potentially reduce long-term operational costs and attract environmentally conscious investors.

Governments may profoundly impact the evolution of sustainable finance by establishing legislation and
regulations that promote sustainable investment and offer incentives for ethical business conduct. (Centemeri,
L., 2009) This may entail facilitating sustainable financial initiatives, necessitating ESG reporting obligations,
and providing tax incentives for environmentally friendly investments. (Chen, S. , 2019) To promote a shift
towards more sustainable business practices, a government may, for instance, mandate sustainability reporting
for large corporations or offer tax incentives to enterprises engaged in renewable energy initiatives.

Civil Society: To enhance regulatory frameworks and practices while augmenting public awareness of
sustainable finance, civil society, including advocacy organisations and non-governmental organisations
(NGOs), is vital.(Development Finance International, & Oxfam. ,2015) These groups can provide valuable
insights and expertise on ESG issues..

OBJECTIVES OF THE STUDY

1. To Study on Fundamental Ideas in Sustainable Finance
2, To Study on function of pertinent parties in sustainable finance
RESEARCH METHOD

Research design

To collect participant data, we will issue standardised questionnaires. The research strategy uses analytical and
descriptive methods. Our research relies on Structural Equation Modelling (SEM), a powerful statistical
method, to examine complicated latent variable interactions. This quantitative study surveyed financial
institutions in Oman, the UAE, India, in GCC their sustainable financing initiatives. This study adds to the field
by using (SEM) to examine how organisational dynamics affect teachers' work satisfaction.

Study Area

A well-studied study on sustainable financing in the GCC and India focused on the UAE and Oman to see how
much it increases people's feeling of self-worth, independence, and capacity to pursue personal and professional
objectives (2020, Climate Bonds Initiative). Demographic data will be collected to understand sustainability in
both general and specific circumstances..

HYPOTHESIS
Hypothesis 1: Sustainable finance boosts FDI inflows to Oman, the UAE, and India.

Hypothesis 2: Sustainable finance has a significant impact on the economic progress of Oman, the UAE, and
India.

Hypothesis 3: Stable financial markets regulate the link between sustainable finance and GDP growth in Oman,
the UAE, and India.
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Hypothesis 4: Economic stability modifies the link between sustainable finance and foreign direct investment
in India, the UAE, and Oman.,.

Technique of sample

How Sustainable Finance is chosen at random from the target population in India and the GCC (namely the
UAE and Oman) may be best studied using a stratified random sampling method.

Sampling

This research used the Simple Random Sampling technique to compile data from 280 participants across many
financial departments..

Data Collection

The sustainable finance of India and the Gulf Cooperation Council (especially the UAE and Oman) will be
assessed quantitatively. = Respondents in the SFP will complete Likert scale to acquire quantitative data.
According to Flammer (2017). These surveys will assess FDI, sustainable funding, and economic progress.
These methods will recognise economic progress, sustainable financing, and FDI.

.Methods and Instruments for Data Analysis
Tools

This study will use AMOS and SPSS for analysis.
SEM Analysis

Structured equation modelling (SEM) uses component analysis and multiple regression to assess a theoretical
model's direct and indirect effects. G. Friede (2015) This method helps check model fit to verify the suggested
theoretical model matches the facts..

DATA ANALYSIS

Hi: Sustainable finance has a favourable influence on FDI inflows to India, the UAE, and Oman.

Foreign_Direct_Investment f—

Table 1 Regression Weights

Path Unstandardized S.E. Standardized C.R. P

Estimates Estimates
Foreign_ Direct_Investment — 0.845 0.045 0.946 10.534 | -

Sustainable Finance

SF5 — Sustainable Finance__ 1.000 - 0.635 - -
SF4 — Sustainable Finance_ 1.034 0.023 0.789 10.234 | -
SF3 — Sustainable Finance__ 1.121 0.034 0.725 12.134 -
SF2 — Sustainable Finance_ 1.042 0.056 0.789 10.342 | -
SF1 — Sustainable Finance_ 1.341 0.342 0.456 13.123 | -
FDI1 — Foreign_ Direct_Investment 1.000 - 0.723 - -
FD12 — Foreign_ Direct_Investment 1.345 0.0123 0.734 12.215 -
FDI3 — Foreign_ Direct_Investment 0.436 0.0123 0.6234 10.306 | -
FD14 — Foreign_ Direct_Investment 1.342 0.451 0.674 10.321 -
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FD15 — Foreign_ Direct_Investment 0.654 0.078 0.342 8.435 -

The table in this theoretical structural equation model demonstrates the interrelationship between two
variables: foreign direct investment and sustainable financing. (Peattie, K., & Crane, A. , 2016) Sustainable
financing is the independent variable, whereas foreign direct investment is the dependent variable. The analysis
demonstrated a positive and statistically significant association between FDI and sustainable financing ($=.923,
P<0.05).

A standardised coefficient of 0.923 suggests a very strong relationship between sustainable finance and foreign
direct investment. (PK Ozili, 2018) Large C.R. values indicate that the association between variables is
statistically significant. (P.K. Ozili, 2021). Foreign direct investment (FDI) and sustainable finance were shown
to be positively and statistically significantly correlated, according to seven distinct fit indices that evaluated the
overall model fit..

Table 2 Model fit summary
Variable Value
Chi-square value (x?) 72.231
Degrees of freedom (df) | 31
CMIN/DF 2.543
Pvalue 0.000
GFI 0.723
RFI 0.945
NFI 0.935
IFI 0.967
CFI 0.923
RMR 0.078
RMSEA 0.032

Goodness of Fit (GFI) = 0.951, Relative Fit Index (RFI) = 0.933, Comparative Fit Index (CFI) = 0.973,
Incremental Fit Index (IFI) = 0.973, Normed Fit Index (NFI) = 0.954. With 2 = 72.415, all indices are more
than 0.90, suggesting that the fit quality properly depicts the data from the sample. The crucial threshold is
0.080, and both the RMSEA and RMR (Root Mean Square Residuals) values of 0.069 and 0.035, respectively,
are below it. In 2018, Paveliotov published... The results showed that the proposed model fit the data well, with
RMSEA = 0.069, RMR = 0.035, GFI = 0.951, and CFI = 0.973..

H2: The expansion of the economies in Oman, the United Arab Emirates, and India is greatly
impacted by sustainable financing..

Table 3 Regression Weights

Path Unstandardized Standardized S.E. C.R. P
Estimates Estimates

economic growth_ — Sustainable | 0.924 0.726 0.213 | 8.435 | -

Finance _

SF5 — Sustainable Finance_ 1.000 0.567 - - -
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SF4 — Sustainable Finance_ 1.034 0.561 0.213 | 10.342 | -
SF3 — Sustainable Finance_ 1.231 0.342 0.432 | 11.546 | -
SF2 — Sustainable Finance__ 1.516 0.798 0.546 | 10.234 | -
SF1 — Sustainable Finance_ 1.231 0.764 0.342 | 11.657 | -
EG1 — economic growth__ 1.000 0.321 - - -
EG2 — economic growth__ 0.765 0.563 0.126 | 12.764 | -
EG3 — economic growth_ 0.564 0.234 0.986 | 12.456 | -
EG4 — economic growth__ 0.123 0.875 0.345 | 12.888 | -
EG5 — economic growth__ 0.765 0.214 0.067 | 11.123 | -

This hypothetical structural equation model includes a table illustrating the relationship between two variables:
sustainable financing and economic growth.According to Peeters (2015), long-term financial assistance is the
independent variable, whereas economic development is the dependent variable. Data show a substantial
positive correlation (f=.756, P<0.05) between foreign direct investment and sustainable financing.

The association between these two variables shows that there is a strong link between sustainable finance and
economic progress. According to Phimphanthavong (2014). The identified associations are statistically
significant since the correlation coefficient values (C.R. values) are high. Citation: Pianta (2013). Table 13 and
fit indices reveal statistically significant components (p-values < 0.05), indicating a well-fitted model to the
data.The source is Pizzi et al. (2014). Sustainable funding, in fact, boosts economic development, according to
seven extra fit indicators used to evaluate the entire model fit.

Table 4 Model fit summary
Variable Value
Chi-square value (x?) 112.342
Degrees of freedom (df) | 29
CMIN/DF 3.564
Pvalue 0.000
GFI 0.786
RFI 0.769
NFI 0.234

IFI 0.345
CFI 0.543
RMR 0.123
RMSEA 0.564

With all values more than 0.90, the quality of fit indicators clearly demonstrate that the sample data was well
examined. Podpiera and Weill published it in 2008. Using a x2 value of 112.826, the relevant F-indices are
0.345, 0.564, 0.787, RFI, and CFI in that order. The dataset includes an RMR of 0.059 and an RMSEA of 0.102.
These statistics fall well short of the 0.080 requirement.

H4: Financial market stability bridges the gap between sustainable finance and economic
growth in India, the UAE, and Oman.



400 J INFORM SYSTEMS ENG, 10(21s)

Financial_market_stability

Sustainable_finance

67

economic_growth

Table 5Regression Weights

Path Unstandardized S.E. Standardized C.R.
Estimates Estimates
Financial Market Stability — 0.045 0.078 0.761 0.312
Sustainable Finance
Economic Growth — Financial 0.215 0.056 0.165 4.617
Market Stability
Economic Growth — Sustainable 0.543 0.053 0.231 15.768
Finance

Using structural equation modelling, this study examined the connections between sustainable finance, stable
financial markets, and GDP development in three nations: There is a highly significant critical ratio of 4.339, p
< 0.001. (Hamed, Rash, and Shah, 2021). Economic growth is greatly affected by how stable the financial
markets are. The critical ratio is 15.874, with an estimate of 0.653 and a standard error of 0.041. These results
provide credence to the mediating hypothesis, which postulates that sustainable finance has an impact on
economic development both directly and indirectly through stable financial markets, which in turn increase the

impact of sustainable finance on economic growth..
Table 6Standardized Indirect Effects

Sustainable Finance

Financial Market Stability

Financial Market Stability

0.000

0.000

Economic Growth

0.009

0.000

A. Safi (2021) Financial market stability and economic growth are strongly correlated, as shown by the 0.000
p-value. Additionally, sustainable funding is associated with economic growth (p-value = 0.009). J. Schumpeter

(2018). ..

Hg4: Finance stability moderates sustainable finance and FDI in India, the UAE, and Oman.

Zscore{Sustanable_finance)

Zscore{Economic_stability)

32

7

Zscore(FDI)

"

Zscore(Sustanable_finance)*Zscore(Economsc_stability)
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Table 7Regression Weights

Path Unstandardized | S.E. Standardized C.R. P
Estimates Estimates
ZFDI « ZSustainable Finance 0.765 0.046 0.623 24.230 -
ZFDI « ZEconomic Stability 0.033 0.036 0.056 0.567 | 0.031
ZFDI « Interaction 0.056 0.067 0.078 2.154 | 0.067

Table 7 shows the SEM of B. Shen (2013) Measurement errors and in-model feedback help this comprehensive
study examine all relevant paths. The hypothesis from route analysis suggests a substantial positive correlation
between Zscore (Sustainable finance) and Zscore (ZFDI) (f=0.821, P<0.005). A substantial correlation exists
between Zscore sustainability and economic stability (f=.022, P<0.05).

ZFDI

45

3.5 Y- 1.5%+07 =T1.784x+ 0.346
3 Moderator
25

—+— Low
ZEconomic_stability
—=—High
ZEconomic __stability
Low zsustainable finance High rsustainable finance

15

Graph 1 Sustainable Finance of ZFDI
Moderation testing:

Zscore (Sustainablefinance) acts as the independent variable in this moderation research, whilst Zscore
(ZEconomic_stability) moderates the link between ZFDI and sustainable finance. We use SPSS to build
interaction terms from variable standardised scores to calculate values...

Table 8Regression Weights
Path Unstandardized Estimate | S.E. Standardized Estimate | CR. | P

ZFDI « Interaction | 0.056 0.067 | 0.081 2.145 | 0.056

We assessed the Zscore (ZEconomic_ stability) moderating effect. The study found that the interaction between
Zscore(ZSustainable_finance) and Zscore(ZEconomic_stability) positively impacts Zscore(ZFDI) (H=0.071,
P<0.005). 2020 (Taghizadeh-Hesary) Our quantitative findings show that Zscore (ZEconomic_stability)
moderates.

DISCUSSION

Sustainable financing also boosts growth by promoting long-term development.A.M. Taylor (2015) Financial
market stability is necessary for sustainable finance to boost economic growth. Economic stability has little
effect on sustainable finance and FDI.A. Uhde and U. Heimeshoff (2019). Sustainable finance must be included
in economic planning to ensure financial market stability and maximise development and investment benefits...

CONCLUSION

Based on the analysis of variance (DF), sustainable finance strongly influences GDP growth (chi-square estimate
112.826, p-value 0.000). A CFI of 0.946 and an RMSEA of 0.102 show good match. Financial market stability
affects sustainable finance and economic growth, as shown by statistically significant associations (p=0.000).
Economic stability affects sustainable financing and foreign direct investment. Sustainable finance boosts
foreign direct investment and economic growth. These effects will be more apparent depending on economic
conditions and financial market stability.
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