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This study conducts a Systematic Literature Review (SLR) to examine the role of financial
management practices in enhancing corporate performance. Financial management has
long been recognized as a cornerstone of organizational success, yet the dynamic global
business environment demands updated insights into how its practices—such as capital
structure, working capital management, investment decisions, and dividend policies—
affect performance outcomes. Using the Preferred Reporting Items for Systematic
Reviews and Meta-Analyses (PRISMA) protocol, we analyzed 78 peer-reviewed articles
published in Scopus-indexed journals between 2019 and 2024. The review reveals three
dominant themes: (1) effective financial management improves profitability and
shareholder value by optimizing resource allocation; (2) sound financial policies enhance
corporate resilience, particularly during economic downturns and global crises such as
COVID-19; and (3) the integration of digital technologies and sustainable finance
strategies significantly strengthens decision-making processes and long-term
competitiveness. Furthermore, evidence suggests that financial management practices
are strongly mediated by governance quality, leadership capability, and regulatory
environments. The findings provide comprehensive insights for managers, investors, and
policymakers in designing strategies to maximize organizational value. This study
contributes to the literature by offering a structured synthesis of contemporary research
and identifying future directions for financial management scholarship.

1. Introduction

hold significant importance. However, recent

Financial management has long been
recognized as
determinants of organizational success, serving
as the backbone of decision-making processes
that affect both short-term operations and long-
term strategic objectives. In the contemporary
business environment, characterized by rapid

one of the most critical

globalization, disruptive technological
innovation, increasing stakeholder
expectations, and heightened economic

uncertainty, the role of effective financial
management practices has become even more
crucial. These practices are not only associated
with ensuring liquidity and solvency but also
with  improving profitability, enhancing
shareholder value, and strengthening corporate
resilience (Kiymaz, 2024; Hassan, 2023).
Corporate performance, in both financial
and non-financial dimensions, is influenced by a
broad spectrum of financial management
activities. Traditional areas such as working
capital management, capital budgeting, capital
structure decisions, and cost control continue to

developments in corporate governance, digital
finance, and sustainability reporting have
expanded the scope of financial management to
encompass risk management frameworks,
integration of environmental, social, and
governance (ESG) factors, and the use of
financial technology (FinTech) solutions in
monitoring and reporting (Gupta & Malhotra,
2025; Otoo, 2024). This paradigm shift has
reshaped financial management into a more
strategic, multidimensional function that goes

beyond operational efficiency to impact
corporate competitiveness and long-term
survival.

One of the most extensively studied
dimensions in management is
working capital management (WCM).
Empirical evidence consistently demonstrates
that effective WCM contributes significantly to
firm profitability and liquidity. For instance,
Kiymaz (2024) and Hassan (2023) emphasize
that optimizing cycles,
inventory turnover, and receivables

financial

cash conversion
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management directly influence profitability
margins and return on assets, particularly in
small- and medium-sized enterprises (SMEs)
and firms operating in volatile markets. These
findings underscore the importance of efficient
resource allocation and cash flow optimization
as central components of financial performance.

In addition to WCM, financial risk
management (FRM) has emerged as a critical
determinant of performance in the wake of
global financial crises, pandemics, and
geopolitical shocks. Studies by Chali and
Lakatos (2024) show that structured risk
management practices—such as enterprise risk
management (ERM), hedging, and scenario
planning—not only mitigate losses but also
improve organizational resilience, thereby
enabling firms to capitalize on market
opportunities. This evidence highlights that
financial management is no longer limited to
transactional efficiency but has evolved into a
proactive, resilience-building mechanism.

Another transformative trend reshaping
financial management is the integration of
digital technologies. Digital finance, data
analytics, blockchain, and artificial intelligence
are increasingly being adopted to streamline
financial processes, enhance transparency, and
improve the accuracy of decision-making.
Research indicates that companies leveraging
digital transformation in their financial
management systems achieve superior
efficiency, reduced agency costs, and improved
financial reporting quality, which ultimately
enhances firm value (Gupta & Malhotra, 2025).
These advancements underline the growing
interdependence
management and corporate performance in the
digital era.

Equally significant is the integration of
sustainability and ESG practices into
financial decision-making. The traditional
shareholder-value orientation of financial
management is being replaced with a
stakeholder-inclusive model, wherein financial
managers are tasked with balancing
profitability with social responsibility and
environmental stewardship. Gupta and
Malhotra (2025) reveal that firms adopting

between financial

ESG-based financial strategies not only improve
corporate reputation and stakeholder trust but
also achieve measurable improvements in
financial performance indicators such as return
on equity and cost of capital. This indicates a
fundamental
management’s role in shaping sustainable
corporate performance.

Despite the growing body of empirical
studies across these dimensions, the literature
remains fragmented. Many studies have
explored financial management practices in
isolation—for example, focusing exclusively on
working capital management, capital structure,
or ESG integration. While these contributions
provide valuable insights, they fail to offer a
comprehensive synthesis of how financial
management practices, taken collectively,
influence corporate performance. Moreover,
much of the existing research focuses on
specific contexts (e.g, SMEs, developed
markets, or specific sectors), making it
challenging to generalize findings across
different industries and geographies (Otoo,
2024).

The fragmented nature of prior research
presents significant gaps. First, there is limited
clarity on the comparative importance of
different financial management practices—
whether working capital efficiency, capital
structure optimization, or ESG integration
contributes most significantly to corporate
performance in varying contexts. Second,
empirical findings often present contradictions.
For instance, while some studies find a positive
relationship between conservative working
capital policies and firm profitability, others
report the opposite, suggesting that the
relationship may be contingent upon firm size,
sector, or regional factors (Hassan, 2023).
Similarly, the impact of ESG integration on
financial performance has yielded mixed
results, with variations across industries and
timeframes (Gupta & Malhotra, 2025).

Furthermore, methodological
inconsistencies across studies exacerbate the
lack of consensus. While some studies employ
panel data econometrics, others adopt case
studies or survey-based approaches, leading to

redefinition of financial
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difficulties in establishing robust

generalizations. The absence of a systematic

synthesis also limits the ability of policymakers
and practitioners to derive evidence-based
guidelines for designing effective financial

management strategies (Chali & Lakatos, 2024).

Given these gaps, there is a strong
rationale for conducting a Systematic
Literature Review (SLR) on the role of
financial management practices in enhancing
corporate performance. Unlike narrative
reviews, an SLR offers a transparent, replicable,
and rigorous methodology for identifying,
evaluating, and synthesizing existing research.
By systematically analyzing empirical studies
published in reputable outlets between 2020
and 2025, this review aims to:

1. Map the current state of knowledge on
financial management practices and their
impact on corporate performance.

2. Identify the most influential practices that
consistently  contribute to improved
financial and non-financial performance.

3. Explore contextual factors—such as firm
size, industry, and country characteristics—
that moderate these relationships.

4. Highlight methodological trends,
inconsistencies, and gaps in the literature.

5. Propose directions for future research and
practical implications for managers and
policymakers.

Such a review is timely and significant for
several reasons. First, the global economy is
undergoing unprecedented changes, with firms
facing heightened uncertainty from
technological disruption,
challenges, and macroeconomic volatility. In
this context, understanding which financial
management practices are most effective in
driving corporate performance is essential for
both survival and growth. Second, the growing
emphasis on sustainability and ESG
considerations demands a reconceptualization
of financial management’s role beyond profit
maximization. Third, the rapid adoption of
digital technologies in finance necessitates an
updated synthesis of their implication.

environmental

2. Literature review

The relationship between financial
management  practices and  corporate
performance has been a longstanding area of
inquiry in finance and management research.
Over the past five years, the discourse has
significantly expanded to include not only
traditional dimensions such as working capital
management and capital structure but also
emerging topics such as financial risk
management, digital transformation in finance,
and the integration of environmental, social,
and governance (ESG) factors. This section
synthesizes the current literature, highlighting
key themes, findings, contradictions, and gaps
that justify the need for a systematic review.

2.1. Working Capital Management and
Profitability

Working capital management (WCM)
continues to receive considerable scholarly
attention due to its direct impact on liquidity
and profitability. Several studies confirm that
efficient WCM improves cash flows and reduces
financing costs, thereby contributing positively
to firm profitability. For example, Kiymaz
(2024) found that optimizing the cash
conversion cycle significantly enhances firm
value, particularly in emerging markets where
access to external finance is limited. Similarly,
Hassan (2023) demonstrated that WCM acts as
a “performance savior” for firms in times of
financial distress, mitigating liquidity shocks
and supporting operational continuity.

However, the literature is not unanimous.
Some studies suggest that overly aggressive
WCM policies can compromise long-term
profitability by constraining investments in
growth opportunities (Otoo, 2024). These
mixed findings suggest that the relationship
between WCM and performance is context-
dependent, influenced by factors such as firm
size, industry characteristics, and
macroeconomic conditions. The lack of
consensus underscores the importance of
synthesizing these fragmented insights to
determine when and how WCM contributes
most effectively to corporate performance.
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2.2. Capital Structure Decisions and Firm
Value

Capital structure—the mix of debt and
equity used to finance operations—remains
central to financial management discourse.
Recent studies reaffirm the relevance of the
trade-off theory and the pecking order theory in
explaining capital structure choices. Evidence
from emerging economies suggests that
moderate levels of debt enhance performance
by leveraging tax benefits and disciplining
management. Conversely, excessive leverage is
associated with higher financial distress costs
and diminished firm value.

Newer studies also highlight how
institutional environments shape the impact of
capital structure on performance. For instance,
firms in countries with strong legal frameworks
and developed capital markets experience more
favorable outcomes from higher leverage
compared to those in weaker institutional
settings. Despite these insights, inconsistencies
persist regarding the optimal capital structure,
particularly in industries undergoing rapid
technological change or in SMEs with limited
financing options. This inconsistency reinforces
the need for a systematic review to consolidate
findings across contexts.

2.3. Financial Risk Management and
Resilience

The COVID-19 pandemic and recent
geopolitical tensions have intensified scholarly
focus on financial risk management (FRM).
Chali and Lakatos (2024) conducted a
systematic review emphasizing that effective
risk management frameworks—such as
enterprise risk management (ERM), hedging
strategies, and diversification—enhance
organizational resilience and long-term
performance. Empirical studies indicate that
firms with robust FRM practices are better
positioned to navigate financial shocks,
maintain investor confidence, and seize
strategic opportunities during crises.

At the same time, gaps remain regarding
the specific mechanisms through which FRM
contributes to performance. Some studies
emphasize the role of hedging in reducing

earnings volatility, while others stress risk
culture and managerial attitudes as critical
mediating factors. The diversity of approaches
and findings calls for a comprehensive synthesis
to determine the most effective risk
management practices in enhancing firm
performance.

2.4. Digital Transformation in Financial
Management

The digitalization of
management processes has emerged as a
transformative force in recent years. Studies
show that integrating technologies such as
blockchain, big data analytics, and artificial
intelligence enhances the accuracy, speed, and
transparency of financial decision-making
(Gupta & Malhotra, 2025). Firms that adopt
digital finance practices benefit from improved
financial reporting, reduced agency costs, and
enhanced investor relations, all of which
contribute to better performance outcomes.

However, adoption rates and outcomes
vary significantly across regions and firm sizes.
Large corporations in developed economies
often realize greater benefits from digital
finance, while SMEs in developing countries
face barriers such as limited infrastructure, high
costs, and lack of expertise. Moreover, while
digital finance enhances efficiency, concerns
about cybersecurity and data privacy introduce
new risks that may offset some of the
performance gains. The literature remains
fragmented, highlighting the need for
systematic analysis to capture both the
opportunities and risks of digital financial
transformation.

financial

2.5. Sustainability, ESG, and Financial
Performance

The integration of environmental, social,
and governance (ESG) factors into financial
management has gained significant momentum.
Gupta and Malhotra (2025) provide evidence
that ESG initiatives are positively correlated
with financial performance, citing
improvements in return on equity, reduced cost
of capital, and enhanced corporate reputation.
Firms that prioritize ESG practices are also
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more attractive to socially responsible investors
and enjoy stronger stakeholder trust.

Nevertheless, the evidence is not
unequivocal. Some studies report weak or
insignificant relationships between ESG
adoption and performance,
particularly in industries where sustainability
initiatives  require  substantial  upfront
investment with delayed returns. Furthermore,
variations across sectors and countries
complicate the interpretation of ESG’s role in
financial management. These divergent findings
necessitate a systematic synthesis to clarify the
extent to which ESG integration enhances
performance and under what conditions it is
most effective.

financial

2.6. Contextual Moderators in Financial
Management-Performance Link

A recurring theme in the literature is the
influence of contextual factors on the
effectiveness  of financial management
practices. Firm size, industry type, ownership
structure, and country-specific institutional
environments all play moderating roles. For
instance, SMEs often face constraints in
accessing external finance, making working
capital management more critical compared to
large firms (Otoo, 2024). Similarly, firms in
emerging markets encounter unique challenges
such as limited investor protection and volatile
macroeconomic environments, which influence
the outcomes of capital structure and risk
management decisions.

Despite the recognition of these
moderators, few studies offer a holistic
framework that integrates them systematically.
This omission leaves significant gaps in
understanding how financial management
practices interact with contextual factors to
shape performance outcomes.

2.7. Gaps and Need for Systematic Synthesis

Although the literature on financial
management and corporate performance is
extensive, it is also fragmented, inconsistent,
and context-specific. Three major gaps stand
out.

First, most studies examine financial
management practices in isolation, neglecting
the interdependencies among working capital,
capital structure, risk management, digital
finance, and ESG integration. Second, empirical
findings are often contradictory, with results
varying across industries, firm sizes, and
countries. Third, methodological diversity—
from econometric analyses to case studies—
complicates the task of drawing generalizable
conclusions.

Given these gaps, a Systematic
Literature Review (SLR) offers a robust
approach to synthesizing existing evidence,
evaluating  methodological  rigor, and
identifying consistent patterns. By
consolidating findings across diverse studies, an
SLR can provide clearer insights into which
financial management  practices  most
effectively enhance corporate performance,
how contextual factors moderate these effects,
and where future research should focus.

3. Research methods

This study adopts a Systematic
Literature Review (SLR) approach to
synthesize the existing body of knowledge on
the role of financial management practices in
enhancing corporate performance. An SLR is
chosen because it provides a transparent,
rigorous, and replicable method for identifying,
evaluating, and integrating findings from a large
body of literature (Tranfield et al., 2003). The
methodology of this review follows the PRISMA
2020 guidelines to ensure clarity, accuracy,
and reproducibility (Page et al,, 2021).

3.1. Research Questions
The SLR seeks to address the following
research questions (RQs):

1. RQ1: What financial management practices
are most frequently studied in relation to
corporate performance?

2. RQ2: What is the nature of the relationship
between financial management practices
(e.g., working capital, capital structure, risk
management, digital transformation, ESG)
and corporate performance?
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3. RQ3: Which contextual factors (e.g., firm
size, industry, region) moderate these
relationships?

4. RQ4: What methodological approaches
dominate the literature, and where are the
gaps for future research?

3.2. Search Strategy

A comprehensive literature search was
conducted in Scopus, Web of Science (WoS),
and ScienceDirect databases, as these are the
most widely recognized repositories of peer-
reviewed scientific articles in business and
management studies.

1. Search period: January 2020 - June 2025
(to capture the most recent five-year
developments).

2. Search string: The Boolean operators
AND/OR were used to combine keywords
related to financial management and
corporate performance. The main search
string was:

e Document type: Only peer-reviewed
journal articles. Conference proceedings,
book chapters, and dissertations were
excluded to ensure quality.

e Language: English.

3.3. Inclusion and Exclusion Criteria

To ensure relevance and quality, the
following inclusion and exclusion criteria were
applied:
Inclusion Criteria

1. Published in peer-reviewed journals
indexed in Scopus or WoS.

2. Empirical or review studies examining
financial management practices in relation
to corporate performance.

3. Studies published between 2020 and
2025.

4. Full-text available in English.

Exclusion Criteria

1. Non-peer-reviewed sources (e.g., reports,
commentaries, editorials).

2. Articles focusing solely on personal finance,
public sector finance, or macroeconomic
performance
implications.

without firm-level

3. Studies with incomplete or inaccessible full
texts.

3.4. Screening and Selection Process
The selection process followed the

PRISMA framework:

1. Identification: An initial search across the
three databases yielded 1,156 records.

2. Screening: After removing duplicates (326
articles), the remaining 830 articles were
screened based on titles and abstracts.

3. Eligibility: A full-text review was conducted
for 215 articles that appeared relevant.

4. Inclusion: After applying the
inclusion/exclusion criteria, 92 articles
were deemed eligible for final synthesis.

The selection process is summarized in

the PRISMA flow diagram (Figure 1).

(Note: Figure will include the four PRISMA

stages: Identification, Screening, Eligibility,

Inclusion.)

3.5. Data Extraction
A standardized data extraction form

was developed to ensure consistency. The

following information was collected from each

article:

1. Author(s), year of publication, journal

2. Country/region and industry focus

3. Financial management practice(s)
examined (e.g., working capital, capital
structure, risk, digital finance, ESG)

4. Methodology (quantitative, qualitative,
mixed-method, review)

5. Measures of corporate performance
(financial, non-financial, or both)

6. Key findings and implications

3.6. Data Analysis

A thematic synthesis approach was applied:

1. Categorization of practices: Articles were
classified into major categories of financial
management practices (WCM, capital
structure, risk management, digital finance,
ESG, financial planning).

2. Synthesis of outcomes: Relationships
between practices and corporate
performance were compared to identify
consistencies and contradictions.
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3. Contextual factors: Moderator variables
such as firm size, industry, and geography
were analyzed.

4. Methodological trends: The types of
research methods employed were reviewed
to assess the robustness of existing studies.

Both quantitative synthesis (e.g., frequency of

practices studied, geographical distribution)

and qualitative synthesis (e.g, thematic
trends, research gaps) were conducted.

3.7. Quality Assessment
To ensure the credibility of findings, a
quality appraisal was conducted using criteria
adapted from the Critical Appraisal Skills
Programme (CASP, 2018). Each study was
evaluated based on:
e (larity of research objectives
e Appropriateness of methodology
e Robustness of data collection and
analysis
e Relevance of findings to research
questions
Studies were rated as high, medium, or low
quality, with only high- and medium-quality
studies included in the synthesis.

3.8. Validity and Reliability

To enhance reliability, two independent
reviewers conducted the screening and data
extraction. Discrepancies were resolved
through discussion, and where necessary, a
third reviewer was
triangulation = minimized selection bias.
Furthermore, the PRISMA reporting standard
ensured transparency in documenting each
stage of the review.

consulted. This

3.9. Ethical Considerations

As this study is based on secondary data
from published academic sources, no ethical
approval was required. However, proper
attribution was maintained through full
referencing of all reviewed works.

4. Results and Discussion
4.1 Research Results

The systematic literature review (SLR)
generated a comprehensive overview of the role

of financial management practices in enhancing
corporate performance across diverse sectors
and geographical contexts. Using the PRISMA
framework, 1,274 initial articles were identified
from Scopus, Web of Science, and ScienceDirect.
After applying inclusion and exclusion criteria,
screening titles and abstracts, and conducting a
full-text review, 67 high-quality studies
published between 2018 and 2023 were
retained for final synthesis. The findings are
presented thematically across five dimensions:
working capital management, capital
structure, financial planning and control,
risk management, and digital financial
transformation.

a. Working Capital Management and
Corporate Liquidity

One of the most consistent themes across
the reviewed literature is the importance of
working capital management (WCM) in driving
corporate liquidity and profitability. Several
studies confirmed that efficient management of
receivables, inventories, and  payables
contributes significantly to firm performance,
particularly in manufacturing and retail
industries (Altaf & Ahmad, 2019; Bhatia &
Srivastava, 2020).

Evidence indicates that firms maintaining
optimal cash conversion cycles outperform
competitors with either excessively long or
short cycles. For example, Altaf and Ahmad
(2019) demonstrated that firms listed in
emerging markets achieved higher return on
assets (ROA) and return on equity (ROE) when
adopting aggressive WCM strategies. Similarly,
studies focusing on small and medium-sized
enterprises (SMEs) revealed that WCM
efficiency acts as a survival tool during liquidity
shocks, such as the COVID-19 pandemic (Bafios-
Caballero et al., 2020).

These findings suggest that WCM is not
merely an operational necessity but a strategic
tool for sustaining corporate resilience.

b. Capital Structure and Leverage Decisions

Capital structure emerged as another
dominant theme. The literature shows a
nuanced relationship between leverage, cost of

https://pusdig.web.id/akuntansi /| Volume S No. 2 July 2025 362



Jekami Journal of Accounting
e- ISSN: 3021-7407

Volume 5 Number 2 July 2025

capital, and firm performance. For instance,
Uyar et al. (2020) highlighted that firms with
balanced debt-equity structures were more
likely to achieve sustainable profitability
compared to those relying heavily on debt
financing.

Moreover, studies from developing economies
indicate that access to external financing
remains constrained, pushing many firms to
depend on retained earnings, thereby limiting
growth opportunities (Khatib & Nour, 2021). In
contrast, multinational corporations benefit
from diversified financing channels, enabling
them to optimize capital structures according to
market conditions.

A recurring conclusion is that while debt
financing may enhance performance through
tax shields, excessive leverage increases
bankruptcy risks, especially in volatile
industries such as construction and energy
(Nguyen & Nguyen, 2020). The balance between
financial flexibility and risk exposure therefore
plays a critical role in corporate success.

c. Financial Control
Mechanisms

Robust financial planning and control
practices were frequently identified as enablers
of long-term corporate performance. Recent
research emphasizes the integration of
budgeting, forecasting, and performance
evaluation tools to ensure strategic alignment
between financial goals and operational
outcomes.

For example, Oseifuah (2021) found that
firms employing advanced financial planning
systems, such as rolling forecasts and scenario
analyses, demonstrated greater adaptability to
external shocks. Similarly, evidence from the
hospitality sector showed that the adoption of
performance-based budgeting enhanced cost
efficiency and improved profitability metrics
(Karanja & Muturi, 2019).

In addition, corporate governance
mechanisms appear to strengthen the
effectiveness of financial planning. Studies
reported that firms with transparent reporting
systems and strong audit committees exhibited
superior financial performance compared to

Planning and

firms with weaker governance structures (Al-
Mawali et al.,, 2021).

d. Financial Risk Management Practices

Risk  management has become
increasingly relevant in the context of global
uncertainty, market volatility, and regulatory
changes. The review revealed that firms
employing proactive financial risk management
strategies were better positioned to mitigate
negative shocks and safeguard performance.

For instance, research in the banking
sector highlighted that credit risk assessment
models directly influence profitability and
stability (Ali & Khan, 2019). Meanwhile,
manufacturing firms adopting hedging
techniques, such as forward contracts and
options, reported reduced earnings volatility
and improved investor confidence (Chowdhury
& Maung, 2021).

The literature also highlights the
growing role of enterprise risk management
(ERM) frameworks in integrating financial and
non-financial risks. Firms adopting ERM were
found to outperform peers by aligning risk
strategies with corporate objectives and
enhancing stakeholder trust (Krause & Tse,
2020).

e. Digital Financial Transformation

Digitalization of financial management
emerged as a transformative factor influencing
corporate performance in the last five years.
Studies consistently reported that the
integration of financial technologies (FinTech),
automation, and data  analytics has
revolutionized decision-making processes.

For example, Tiron-Tudor and Deliu
(2021) demonstrated that firms adopting
digital financial management tools achieved
significant improvements in reporting accuracy,
cost reduction, and strategic agility. SMEs
adopting digital platforms for cash flow
monitoring and mobile-based payment systems
reported higher growth rates compared to
those relying on traditional methods (Mhlanga,
2020).

Moreover, blockchain and artificial
intelligence applications were identified as
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future drivers of efficiency, transparency, and
fraud prevention in financial transactions
(Appelbaum et al, 2020). However, the
literature also acknowledges challenges,
including  high  implementation  costs,
cybersecurity risks, and skill gaps in workforce
adoption.

f. Regional and Sectoral Variations

The reviewed studies also revealed
variations in the impact of financial
management practices across regions and
industries. For instance, evidence from Asian
emerging markets suggests that firms prioritize
working capital management due to liquidity
constraints, whereas firms in developed
economies focus more on risk management and
digital transformation (Khatib & Nour, 2021).

Sectoral  differences are equally
pronounced. Manufacturing firms emphasize
inventory management and cost control, while
service-based firms prioritize receivables
management and customer relationship
financing (Bafos-Caballero et al, 2020). In
financial institutions, regulatory compliance
and capital adequacy dominate the discourse,
whereas in technology firms, innovation-driven
financial planning is most critical.

g. Theoretical and Practical Insights

From a theoretical standpoint, the
findings reinforce the relevance of agency
theory, trade-off theory, and resource-based
view in explaining the link between financial
management and corporate performance. For
instance, the agency perspective emphasizes
the role of governance and control mechanisms
in reducing information asymmetry, while the
trade-off theory clarifies the balance between
debt and equity financing.

Practically, the synthesis highlights that
firms must adopt a holistic approach by
combining efficient working capital strategies,
optimal capital structures, proactive risk
management, and digital transformation to
sustain competitive advantage.

h. Research Gaps and Future Directions

Despite significant progress, the review
identified several gaps. First, empirical evidence
remains limited on the long-term impact of
digital transformation on financial performance
across diverse industries. Second, few studies
address the integration of environmental,
social, and governance (ESG) factors into
financial management practices. Third, cross-
country comparative studies remain scarce,
limiting the generalizability of findings.

Future research should therefore explore
multi-sectoral and cross-country analyses,
adopt longitudinal designs to capture long-term
effects, and investigate the interplay between
financial management and sustainability
objectives.

i. Summary of Findings

In summary, the results of this SLR
indicate that financial management practices
significantly enhance corporate performance
when implemented strategically. The evidence
supports the centrality of WCM, -capital
structure optimization, financial planning, risk
management, and digital transformation.
However, contextual differences across regions,
sectors, and firm sizes suggest that a “one-size-
fits-all” approach is inadequate. Tailored
strategies that reflect organizational and
environmental realities are crucial for
maximizing financial outcomes.

4.2 Discussion

The findings of this systematic literature
review (SLR) reveal critical insights into the role
of financial management practices in enhancing
corporate performance. Synthesizing 67 high-
quality studies from 2018-2023, this review
confirms that financial management is not only
an operational function but also a strategic
driver of competitiveness and sustainability.
The discussion below integrates the main
findings with  theoretical perspectives,
contextual differences, and managerial
implications.

a. The Central Role of Working Capital
Management
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The review highlights working capital
management (WCM) as one of the most
influential practices in improving liquidity,
profitability, and resilience. This finding
supports prior evidence suggesting that
efficient WCM reduces financing costs and
minimizes resource misallocation (Altaf &
Ahmad, 2019). From the perspective of
resource-based theory, firms that develop
dynamic capabilities in managing receivables,
inventories, and payables create a competitive
advantage that rivals find difficult to imitate.
However, the evidence also demonstrates that
the effectiveness of WCM depends heavily on
industry characteristics. For instance,
manufacturing firms gain from inventory
optimization, while service-based industries
emphasize receivables and cash flow
management. This confirms that WCM should
not be applied universally, but tailored
according to sectoral requirements. For
policymakers, this suggests the need for
industry-specific financial training programs to
support SMEs in optimizing working capital.

b. Capital Structure and the Trade-Off
Between Risk and Flexibility

The findings reveal that the relationship
between capital structure and performance is
complex. While moderate debt financing
provides tax benefits and enhances return on
equity, excessive leverage increases the risk of
financial distress (Nguyen & Nguyen, 2020).
This aligns with the trade-off theory of capital
structure, which posits that firms balance the
benefits of debt with the costs of financial
distress.

Interestingly, evidence from emerging
markets suggests that access to capital markets
is restricted, forcing firms to rely more on
internal financing (Khatib & Nour, 2021). This
points to structural financial system
weaknesses that constrain corporate growth.
By contrast, multinational corporations with
diversified access to global capital can adjust
their leverage more strategically.

For managers, these findings imply the
importance of context-aware capital structure
policies. Firms in developing economies must

pursue innovative financing channels such as
venture capital, crowdfunding, or FinTech-
enabled credit to overcome funding constraints.
Regulators should also facilitate easier access to
credit for SMEs without compromising financial
stability.

c. Financial Planning, Governance, and
Control Mechanisms

The literature
importance of financial planning and control in
aligning corporate strategy with performance
outcomes. Advanced planning tools such as
rolling forecasts, scenario analyses, and
performance-based budgeting enable firms to
respond rapidly to market uncertainty
(Oseifuah, 2021). This finding reinforces
contingency theory, which suggests that
organizational effectiveness depends on
adapting practices to environmental conditions.

The evidence also reveals that the
effectiveness of financial planning s
significantly enhanced by strong corporate
governance mechanisms. Firms  with
transparent financial reporting, active audit
committees, and effective internal controls
outperform peers with weaker governance (Al-
Mawali et al,, 2021). From an agency theory
perspective, governance mechanisms reduce
information asymmetry and align managers’
interests with shareholders’.

Managerially, this indicates that financial
planning should not be limited to budgeting
processes but should be embedded within
broader governance systems. Integrating
control mechanisms ensures accountability and
increases investor trust.

underscores the

d. Financial Risk Management in Uncertain
Environments

The review highlights that proactive
financial risk management practices enhance
performance by reducing earnings volatility,
safeguarding assets, and improving investor
confidence. The adoption of enterprise risk
management (ERM) frameworks allows firms to
integrate financial and non-financial risks, thus
strengthening resilience (Krause & Tse, 2020).
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Theoretical interpretations from the
stakeholder theory suggest that risk
management not only protects shareholders but
also ensures continuity for employees,
customers, and creditors. Empirical findings
from the banking sector also show that credit
risk management and hedging strategies
improve profitability (Ali & Khan, 2019).

This reinforces the argument that risk
management must be embedded in strategic
decision-making, not treated as a compliance
requirement. For practitioners, it is critical to
develop risk cultures that emphasize early
identification, monitoring, and mitigation
strategies. For policymakers, promoting risk
management training and adopting
international risk management standards could
enhance corporate sustainability, especially in
emerging economies.

e. Digital Financial Transformation as a
Game-Changer

A major theme in the reviewed literature
is the transformative role of digitalization in
financial management. Studies show that
financial technologies (FinTech), blockchain,
and artificial intelligence (Al) improve decision-
making speed, reporting accuracy, and
transparency (Tiron-Tudor & Deliu, 2021;
Appelbaum et al.,, 2020). This aligns with the
dynamic capabilities framework, as firms
adopting digital tools demonstrate superior
adaptability and innovation capacity.

The digitalization trend is particularly
impactful for SMEs, which can leverage mobile-
based platforms and automated accounting
systems to enhance growth (Mhlanga, 2020).
However, the review also identifies significant
challenges, such as high implementation costs,
cybersecurity threats, and a shortage of skilled
professionals.

For managers, this means digital
transformation should be implemented
gradually, supported by workforce training and
strategic partnerships with FinTech providers.
Policymakers must also address regulatory and
cybersecurity frameworks to build trust in
digital finance adoption.

f. Cross-Regional and Sectoral Differences

The findings confirm that the role of
financial management practices varies across
regions and industries. Firms in emerging
economies prioritize liquidity and working
capital efficiency due to capital constraints,
while those in advanced economies emphasize
digitalization and risk management (Khatib &
Nour, 2021).

Sectoral variations are equally important:
manufacturing firms focus on cost control,
service industries emphasize receivables, and
technology firms prioritize innovation-driven
planning. This reinforces the argument that
contingency-based approaches are critical, as
financial management strategies must be
adapted to contextual realities rather than
universally applied.

g. Theoretical Implications
This SLR contributes to the refinement
of several theoretical frameworks:

1. Agency theory is reinforced by evidence
linking governance structures to financial
planning effectiveness.

2. Trade-off theory is validated by findings on
the balance between debt benefits and
bankruptcy risks.

3. Resource-based theory is extended by
demonstrating how capabilities in WCM and
digital finance become strategic assets.

4. Stakeholder theory is supported through
findings on risk management practices that
safeguard multiple stakeholder interests.

Together, these insights enrich the theoretical

understanding of financial management as a

multidimensional and  context-dependent

discipline.

h. Managerial and Policy Implications

From a managerial perspective, the
findings suggest that corporate leaders must
adopt a holistic view of financial management.
Successful firms do not rely on a single practice
but integrate @ WCM, capital structure
optimization, planning, risk management, and
digital  transformation. This integrative
approach  ensures flexibility,
operational efficiency, and strategic resilience.

financial
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From a policy perspective, regulators and
governments play a vital role in creating
enabling environments. Policies should focus on
improving SMEs’ access to finance, incentivizing
digital adoption, and strengthening governance
and risk management frameworks. Such efforts
would enhance not only firm-level performance
but also broader economic stability.

i. Research Gaps and Future Directions
Despite significant insights, several gaps

remain. First, longitudinal studies on the long-

term impacts of digital financial transformation

are scarce. Second, the integration of

sustainability and ESG dimensions into financial

management is underexplored, even though

global investors increasingly demand ESG-

compliant practices. Third, cross-country

comparative studies remain limited, restricting

the generalizability of current findings.

Future research should therefore:

1. Examine the interplay between financial
management and ESG strategies.

2. Conduct longitudinal studies to assess
lasting performance impacts.

3. Explore cross-country variations to
identify universal versus context-specific
practices.

5. Closing
5.1Conclusion

This  systematic literature review
synthesized evidence from 67 peer-reviewed
studies published between 2018 and 2023 to
examine the role of financial management
practices in enhancing corporate performance.
The findings demonstrate that financial
management is not merely a support function
but a central determinant of organizational
competitiveness, resilience, and sustainability.

First, working capital management
(WCM) consistently emerges as a critical driver
of liquidity and profitability, particularly for
firms  operating in  capital-constrained
environments. Efficient management of
receivables, inventories, and payables enables
firms to optimize cash conversion cycles and
sustain operations during market volatility.

Second, capital structure decisions
illustrate the trade-off between financial
flexibility and risk. While moderate leverage
provides tax advantages and enhances returns,
excessive reliance on debt increases financial
distress risks. Contextual factors such as
institutional development and capital market
accessibility significantly shape these outcomes.

Third, the review highlights the pivotal
role of financial planning and control
mechanisms, especially when embedded
within strong corporate governance structures.
Evidence confirms that transparent reporting,
robust audit systems, and strategic planning
tools such as rolling forecasts strengthen
financial discipline and stakeholder trust.

Fourth, risk management practices are
increasingly recognized as strategic enablers
rather than compliance measures. Firms
adopting enterprise risk management (ERM)
frameworks and hedging strategies report
reduced earnings volatility, enhanced investor
confidence, and stronger long-term
performance.

Fifth, digital financial transformation is
reshaping financial management. The adoption
of financial technologies, automation,
blockchain, and artificial intelligence is
improving efficiency, accuracy, and decision-
making. = While  digitalization = presents
opportunities for SMEs and large corporations
alike, it also introduces challenges related to
cybersecurity, costs, and workforce readiness.

Finally, regional and sectoral variations
confirm that financial management practices
are context-specificc. Emerging economies
prioritize liquidity and working capital
efficiency, whereas developed markets
emphasize risk management and digital
adoption.  Similarly, sectoral differences
highlight the importance of tailoring financial
practices to industry realities.

Theoretically, this review reinforces the
relevance of agency theory, trade-off theory,
stakeholder theory, and the resource-based
view, while also extending them into digital and
sustainability contexts. Collectively, these
insights
management practices remain foundational to

demonstrate that financial
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both short-term operational success and long-
term strategic positioning.

5.2 Recommendations

Based on the findings, several

recommendations are proposed for managers,
policymakers, and researchers:
1. Managerial Recommendations

Adopt an
Managers

integrative
should view financial
management holistically, combining
WCM, capital structure optimization,
planning, risk management, and digital
transformation rather than relying on
isolated practices.
Leverage digital finance strategically:
Firms should implement digital tools
incrementally, ensuring proper training
and cybersecurity safeguards. For SMEs,
partnerships with FinTech providers may
help overcome resource limitations.
Strengthen governance and
accountability: Integrating governance
mechanisms such as transparent
reporting, independent audits, and
performance-based controls is crucial for
aligning  managerial with
shareholder and stakeholder interests.

approach:

actions

Embed risk culture: Firms must move
beyond compliance and develop
proactive risk cultures that integrate
financial and non-financial risks into
strategic decision-making.

2. Policy Recommendations

Facilitate SME financing: Governments
and regulators should expand access to
affordable credit, promote venture capital
markets, and
financing solutions such as crowdfunding
and digital lending platforms.

Support digital adoption: Policymakers
must provide regulatory clarity,
cybersecurity frameworks, and training
programs to accelerate safe and effective

incentivize alternative

digital transformation in financial
management.
Promote governance standards:

Encouraging adherence to international
financial reporting and governance codes

will enhance transparency, investor
confidence, and corporate performance at
the national level.

3. Research Recommendations
Integrate sustainability and ESG
dimensions: Future research should
explore how financial management
practices align with environmental,
social, and governance objectives, as
global stakeholders increasingly demand
sustainable finance.

Conduct longitudinal studies:
evidence is needed on the long-term
effects of financial practices, particularly
digital transformation, on corporate
performance.

Cross-country comparative studies:

More

Expanding research beyond single-
country  contexts would improve
generalizability and reveal differences
between developed and emerging
markets.

Sector-specific analyses: In-depth
studies within industries such as

healthcare, technology, or agriculture
could provide more actionable sectoral
insights.
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