
231 
 

A Systematic Review on the Impact of Green 
Management on Construction Firms' Financial 

Performance 
 

Ying Mingyi1,2, Tang Sai Hong1, Eris Elianddy B. Supeni1, Xia 
Yingqiao3, Ying Yujia4 

1Faculty of Engineering, Universiti Putra Malaysia, Serdang Selangor,Malaysia 
2Jinhua University of Vocational Technology,Jinhua Zhejiang,China 

3Faculty of Design and Architecture, Universiti Putra Malaysia, Serdang Selangor,Malaysia 
4Zhejiang Vocational College of Special Education,Hangzhou Zhejiang,China 

Email: GS62019@student.upm.edu.my, Yingyj@zcse.edu.cn 
Corresponding Author Email: Saihong@upm.edu.my 

Abstract 
This paper systematically examines the significant impact of green management on the 
financial performance of construction firms. By conducting a thorough literature review and 
detailed qualitative analysis, the study aims to offer valuable insights for the construction 
industry, helping it to pursue sustainable development while maintaining economic viability. 
The research explores how different green management practices—such as using sustainable 
materials, implementing energy-efficient construction methods, and obtaining 
environmental certifications—affect financial performance. The findings indicate that 
although initial investments in green technologies can be financially challenging, the long-
term benefits, including operational cost savings, improved reputation, and greater market 
competitiveness, far outweigh these initial expenses. The study encourages the integration of 
green management into the strategic planning of construction firms to achieve both 
environmental and financial success. 
Keywords: Green Management, Construction Firms, Financial Performance, Sustainability. 
 
Introduction 
The construction industry stands as a cornerstone of the global economy, yet it concurrently 
incurs substantial environmental ramifications. As one of the largest consumers of natural 
resources and a significant contributor to waste and pollution, the sector faces mounting 
pressure to adopt more sustainable practices. In the contemporary era, an escalating 
emphasis has been placed on green management within this sector to confront 
environmental predicaments and amplify corporate social responsibility.Green management 
refers to the incorporation of environmentally friendly practices and principles into business 
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operations. This encompasses a broad spectrum of activities, from reducing energy 
consumption and waste to utilizing sustainable materials and adhering to environmental 
regulations. The overarching goal is to minimize the negative environmental impact while 
maintaining economic viability.This systematic review aims to explore how green 
management affects the financial performance of construction companies. It's crucial for 
these businesses to understand the potential economic benefits of adopting sustainable 
practices. As more stakeholders call for sustainability, grasping this connection can help 
construction firms better position themselves in the market. 
 
Literature Review 
Previous research has shown mixed results regarding the relationship between green 
management practices and financial performance in construction firms. Some studies suggest 
that environmentally-friendly initiatives can lead to cost savings by improving energy 
efficiency, reducing waste, and optimizing resource use, which, in turn, positively affects 
profitability (Abreu et al., 2017). For instance, researchers found that companies investing in 
pollution prevention measures were able to lower costs and enhance their financial 
performance significantly (Kalya et al., 2020). 
 
Conversely, other studies have spotlighted that the incipient investment in green 
technologies and processes might impose a financial encumbrance in the short term. For 
instance, Canh et al (2019), argued that while the initial costs of implementing 
environmentally friendly practices can be high, these investments often lead to innovation 
and efficiency gains that ultimately enhance competitiveness and profitability. 
 
The literature also highlights various mechanisms through which green management 
practices can influence financial performance. These include operational cost savings, 
enhanced reputation and brand value, compliance with regulatory requirements, and 
improved stakeholder relationships. However, the extent of these benefits can vary 
depending on factors such as the specific practices adopted, the firm's size and resources, and 
the market context (Yang et al., 2015). 
 
Furthermore, the review uncovers that green management practices can lead to increased 
market share and customer loyalty. Studies such as those by Shao and Ünal (2019) suggest 
that firms engaging in sustainable practices tend to attract environmentally conscious 
consumers, which can enhance revenue streams. Similarly, the work of Martín et al (2016) 
demonstrates that companies with strong sustainability practices often enjoy better financial 
performance due to improved risk management and stakeholder engagement. 
 
Moreover, green management can also lead to enhanced employee satisfaction and 
productivity. According to a study by Davidescu et al (2020), employees in firms that prioritize 
environmental sustainability often exhibit higher levels of motivation and job satisfaction, 
which can translate into improved operational performance and financial outcomes. 
 
However, the literature also acknowledges potential challenges and limitations associated 
with green management. Initial costs, regulatory compliance complexities, and the need for 
continuous innovation can be substantial. For instance, Seth et al (2018), found that small and 
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medium-sized enterprises  might struggle more with the financial burdens of adopting green 
practices compared to larger firms. 
 
The following table 1 summarizes the key findings from various studies on the impact of green 
management on financial performance in construction firms: 
 
Table 1  
Summary of Literature on Green Management and Financial Performance 

Author(s) Year Key Findings 
Implications for Financial 
Performance 

Kalya et al  2020 

Companies investing in pollution 
prevention initiatives significantly 
reduce costs and improve 
financial performance. 

Positive impact on 
financial performance 
through cost savings and 
operational efficiency. 

Canh et al 2019 

Initial costs of implementing 
environmentally friendly practices 
are high, but lead to innovation 
and efficiency gains. 

Long-term financial 
benefits due to enhanced 
competitiveness and 
profitability despite 
short-term financial 
encumbrances. 

Shao & Ünal  2019 

Firms engaging in sustainable 
practices attract environmentally 
conscious consumers, enhancing 
revenue streams. 

Positive impact on 
revenue and market 
share through increased 
customer loyalty and 
attractiveness. 

Martín et al 2016 

Companies with strong 
sustainability practices enjoy 
better financial performance due 
to improved risk management and 
stakeholder engagement. 

Enhanced financial 
performance through 
better risk management, 
stakeholder 
relationships, and 
operational efficiencies. 

Davidescu et 
al 

2020 

Employees in firms that prioritize 
environmental sustainability 
exhibit higher levels of motivation 
and job satisfaction. 

Improved operational 
performance and 
financial outcomes due 
to increased employee 
productivity and 
satisfaction. 

Seth et al  2018 

Medium-sized enterprises may 
struggle more with the financial 
burdens of adopting green 
practices compared to larger 
firms. 

Potential financial 
challenges for SMEs, 
highlighting the need for 
support and resources to 
facilitate green 
management adoption. 

 
These findings collectively indicate that while green management practices can pose initial 
financial challenges, the long-term benefits often outweigh these costs. Construction firms 
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can achieve operational cost savings, enhanced market positioning, and improved financial 
performance by strategically integrating sustainable practices into their operations. 
 
Methodology 
This systematic review employs a qualitative approach to explore the impact of green 
management on the financial performance of construction firms. By synthesizing findings 
from in-depth case studies, interviews with industry experts, and comprehensive reviews of 
existing literature, the study seeks to uncover insights into how sustainable practices are 
integrated and their perceived benefits and challenges (Kamble et al., 2018). The review 
involves systematic keyword searches in several academic databases to identify relevant 
studies and reports. The selected keywords are designed to capture a broad range of research 
related to green management and financial performance in the construction 
industry.Keywords and search strategy are shown in Table 2. 
 
Table 2  
Keywords and Search Strategy 

Database Keywords 

Google 
Scholar 

[Green management OR Sustainable practices] AND [Construction firms OR 
Building industry] AND [Financial performance OR Economic impact] 

JSTOR 
[Green technologies OR Environmental certifications] AND [Financial 
performance indicators OR Profitability] 

Web of 
Science 

[Sustainable materials OR Energy-efficient construction] AND [Cost savings 
OR Long-term financial benefits] 

Scopus 
[Corporate social responsibility OR Environmental impact] AND [Construction 
industry OR Building sector] AND [Financial outcomes OR Business 
performance] 

 
The methodology involves systematic keyword searches in multiple academic databases, 
including Google Scholar, Scopus, Web of Science, and JSTOR, ensuring a broad and 
comprehensive collection of relevant literature. A structured keyword strategy captures 
various aspects of green management practices and their financial implications, focusing on 
literature published within the last two decades to reflect recent trends and developments. 
Inclusion criteria are set to select studies that specifically address the relationship between 
green management practices and financial performance in construction firms, prioritizing 
empirical data, case studies, and qualitative insights (Miroshnychenko et al., 2017). The 
search process applies filters to include only peer-reviewed articles, conference papers, and 
authoritative reports, excluding those not directly related to the construction industry or 
lacking substantial financial performance analysis. Relevant data from selected studies are 
extracted and synthesized to identify common themes, challenges, and benefits associated 
with green management practices. The findings are analyzed to draw conclusions about the 
long-term financial impacts of adopting sustainable practices, providing actionable insights 
for industry stakeholders. 
 
Green Management Practices in Construction 
Green management practices in the construction industry are crucial for minimizing 
environmental impact and promoting sustainability. One fundamental practice is the use of 
sustainable materials. Construction firms are increasingly prioritizing environmentally friendly 
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materials, such as recycled steel, bamboo, and low-emission concrete (Robichaud & 
Anantatmula, 2011). These materials not only help to reduce the carbon footprint of 
construction projects but also contribute to achieving higher sustainability ratings for 
buildings (Chen, 2018). By choosing materials that are either recycled or have a lower 
environmental impact during their production and use, construction firms can significantly 
lower the ecological footprint of their projects (Sizirici et al., 2021). 
 
Another important aspect of green management in construction is the adoption of energy-
efficient construction techniques (Shrestha, 2016). Implementing designs and technologies 
that enhance energy efficiency is essential for reducing overall energy consumption and 
operational costs (Chowdhury et al., 2018). For example, integrating solar panels, high-
efficiency HVAC systems, and LED lighting into building designs can lead to substantial savings 
in energy and reduce the environmental impact of the building's operation (Teke & Timur, 
2014). These techniques help to create buildings that not only perform better in terms of 
energy use but also provide long-term financial benefits through reduced utility costs. 
 
Environmental certifications play an important role in green management practices. 
Obtaining certifications such as LEED (Leadership in Energy and Environmental Design) or 
BREEAM (Building Research Establishment Environmental Assessment Method) 
demonstrates a firm's commitment to sustainable building practices (Aykan, 2014). These 
certifications are recognized standards that evaluate a building's environmental performance 
across various categories, including energy use, water efficiency, and material selection 
(Roderick et al., 2009). Achieving such certifications not only enhances a firm's reputation but 
also increases its marketability by showcasing its dedication to sustainability (Chegut et al., 
2011). Additionally, certified buildings often enjoy higher market values and attract 
environmentally conscious clients and investors (Nelson et al., 2010). 
 
By integrating these green management practices, construction firms can contribute to a 
more sustainable future while benefiting from the operational and market advantages 
associated with environmentally responsible building methods (Robichaud & Anantatmula, 
2011). 

 
Financial Performance Indicators 
To assess the financial impact of green management practices in the construction industry, it 
is essential to evaluate several key financial performance indicators (Chen et al., 2016). One 
of the primary indicators is Return on Assets (ROA). ROA measures a firm's profitability 
relative to its total assets, providing insight into how effectively a company is using its assets 
to generate earnings (Khan, 2012). Green management practices, such as adopting energy-
efficient technologies and sustainable materials, can positively influence ROA (Lui et al., 
2021). By reducing operational costs and enhancing asset efficiency, these practices can lead 
to higher profitability relative to the firm’s asset base (Hu et al., 2022). As a result, firms 
implementing green management strategies may experience improved ROA, reflecting better 
utilization of their assets (Wong et al., 2012). 
 
Another important financial performance indicator is Return on Equity (ROE). ROE gauges 
how well a firm is using its equity to generate profits, offering a view of the firm's profitability 
from the shareholders' perspective (Damodaran, 2007). Sustainable practices can significantly 
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impact ROE by increasing overall profitability and attracting investors who are interested in 
environmentally responsible investments (Cerciello et al., 2023). Firms that excel in green 
management are often perceived as more innovative and forward-thinking, which can 
enhance their attractiveness to equity investors (Chen, 2024). Consequently, green 
management practices can contribute to higher ROE, reflecting a more efficient use of 
shareholders' equity (Jell & Raha, 2022). 
 
Profit margins are also a critical indicator of financial performance. This metric measures the 
profitability of a firm's operations by evaluating the percentage of revenue that remains after 
covering expenses (Ching et al., 2017). Implementing green management practices, such as 
energy-efficient systems and waste-reduction measures, can lead to substantial cost savings 
(Nižetić et al., 2019). By lowering operational costs through reduced energy consumption and 
waste generation, firms can improve their profit margins (Shrivastava, 2018). Enhanced profit 
margins indicate that a company is not only managing its resources efficiently but also 
achieving better financial outcomes as a result of its sustainable practices (Cantele & Zardini, 
2018). 
 
In general, knowing these these financial performance metrics—profit margins, ROA, and 
ROE—can give important information about how green management techniques affect a 
company's bottom line. Construction companies can enhance their financial performance and 
promote environmental sustainability by utilizing these methods. 

 
Results and Discussion 
The results of the analysis indicate that proactive adoption of green management practices 
by construction companies is typically associated with long-term benefits in financial 
performance. This finding is consistent with the body of research showing that, through 
lowering operating costs and boosting competitive advantage, green management strategies 
can have a favorable impact on financial results. 
 
Impact of Green Management on Financial Performance 
Construction firms that prioritize energy-efficient designs and equipment often see 
reductions in operational costs and improvements in client satisfaction. That is corroborated 
by research, which shows how energy-efficient solutions can increase project revenues while 
reducing utility costs (Eon et al., 2020). Energy-efficient systems, such as advanced HVAC units 
and LED lighting, not only cut down on energy consumption but also attract clients who value 
sustainability, thereby strengthening the firm's market position (Kim & Yu, 2018). 
 
One significant observation is that firms investing in sustainable materials and technologies 
tend to enhance their reputation and attract more clients (Varadarajan, 2017). Literature by 
Pouranian and Shishehbor (2019), confirms that while initial costs for sustainable materials 
might be higher, these materials often offer benefits such as lower maintenance 
requirements and longer lifespans. For instance, using recycled steel or low-emission 
concrete can lead to significant cost savings over time due to reduced upkeep and 
replacement needs (McGarry et al., 2022). Additionally, companies that adopt sustainable 
practices benefit from positive publicity and an improved brand image, which can increase 
client acquisition and allow firms to command higher prices for their services (Charter & 
Polonsky, 2017). 
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Interviews with industry experts highlight that the short-term financial implications of green 
management practices can be mixed. The literature review reflects this sentiment, noting that 
while the initial outlays for green technologies and processes may result in higher upfront 
costs, these investments are often offset by long-term savings and a competitive edge 
(Shrivastava, 2018). For example, research indicates that investments in renewable energy 
sources and energy-efficient construction methods frequently lead to significant reductions 
in energy costs and improvements in profit margins over time (Duffy et al., 2015). 
 
Case Studies and Practical Insights 
Case studies of successful green management implementations illustrate that while initial 
investments are substantial, the long-term benefits include operational savings, increased 
client trust, and a stronger market position (De et al., 2017). For example, a construction firm 
that achieved LEED certification reported a higher demand for its services and an enhanced 
reputation among environmentally conscious clients (Bowers et al., 2020). This finding is 
consistent with the work of Chi et al (2022), who found that LEED-certified buildings often 
attract premium pricing and a loyal client base due to their sustainability credentials. 
 
In summary, the qualitative findings corroborate the literature, indicating that green 
management practices, while requiring significant initial investments, tend to yield 
considerable long-term financial benefits. These benefits include reduced operational costs, 
improved client satisfaction, and enhanced market positioning. The evidence supports the 
notion that green management is not only beneficial for the environment but also a viable 
strategy for enhancing financial performance in the construction industry (O'Donohue & 
Torugsa, 2016). 
 
Motivation and Contribution of the Study 
The motivation for this study arises from the dual challenge faced by construction firms: the 
need to reduce their environmental impact and to remain financially viable. As one of the 
largest sectors contributing to resource consumption and environmental degradation, the 
construction industry is under increasing pressure from stakeholders, including governments, 
clients, and investors, to adopt sustainable practices. However, there is often a lack of clarity 
on how such practices affect financial performance, particularly in terms of return on 
investment and long-term profitability. This study aims to fill this knowledge gap by 
systematically examining the relationship between green management practices and financial 
performance in construction firms. By understanding this connection, construction firms can 
make informed decisions that align with both environmental goals and financial objectives, 
ensuring their competitiveness and sustainability in an evolving market landscape. 
 
The contribution of this study is significant in several ways. Firstly, it provides a detailed 
analysis of existing literature on the impact of green management practices, such as the use 
of sustainable materials, energy-efficient construction methods, and environmental 
certifications, on the financial outcomes of construction firms. This comprehensive review 
highlights both the short-term challenges and the long-term financial benefits associated with 
adopting green practices, offering valuable insights for construction firms considering such 
investments. Secondly, the study contributes to the field by identifying specific financial 
performance indicators—such as return on assets (ROA), return on equity (ROE), and profit 
margins—that are positively influenced by sustainable practices. By focusing on these 
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indicators, the study demonstrates that green management is not just an ethical choice but a 
strategic financial decision that can lead to improved profitability, enhanced market 
positioning, and increased stakeholder trust. Ultimately, this research underscores the 
importance of integrating green management into the core strategies of construction firms, 
providing a roadmap for achieving both environmental stewardship and financial success. 
 
Conclusion 
The study concludes that green management positively impacts the financial performance of 
construction firms. Construction companies are encouraged to integrate green practices into 
their strategic planning to achieve both environmental and economic benefits. The successful 
implementation of green management requires a committed stance from top management, 
comprehensive employee training, and continuous monitoring and evaluation of green 
initiatives' efficacy. 
 
The burgeoning demand for sustainable buildings and infrastructure underscores the 
importance of green management. Construction firms that fail to adopt sustainable practices 
may find themselves at a competitive disadvantage in the marketplace. For example, a firm 
that invests in energy-efficient lighting systems for its construction sites might face significant 
upfront costs. However, over time, the reduced energy consumption leads to substantial 
savings on electricity bills, and environmentally conscious clients are more likely to award 
projects to such firms, further boosting their revenue streams. 
 
In summary, while the journey towards green management in the construction industry may 
present initial challenges and costs, the long-term financial benefits and enhanced market 
positioning make it a strategic imperative for the sustained success and viability of 
construction firms. 
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