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Abstract
The modernization of the economic world creates environmental issues around the globe, to improve global problems such as global 
warming, inequality, climate change, hunger and poverty; it is necessary to improve sustainable performance. Mostly, the product manu-
facturers have a greater influence on the supply chain and the environment. Before COVID-19, the economy of Pakistan was belligerent 
but not collapsed; however, COVID-19 created a situation where most of the companies will go bankrupt. Pakistan is considered less 
developed financially, where extensive growth is predictable in the use of green trade credit demand by firms listed at the Pakistan 
Stock Exchange. Thus, the study analyzes the conceptual linkages between trade credit demand and sustainable firm performances 
through green credit by adopting the theory of RBV and also assesses the role and impact of COVID-19; further, suggest some policies 
to cope with COVID-19 challenges. Secondary literature is being reviewed after searching electronic databases like Scopus, Directory 
of Open Access Journals, Web of Science, ProQuest, ScienceDirect, Google Scholar and JSTOR. This study will help policymakers 
whenever they need to consider green trade credit decisions. Thus, buyers need to be proactive while adopting green trade credit to 
compete in this sustainable competitive marketplace.
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Introduction
Over the past few decades, the attention towards the 
sustainable performances in the supply chain has given the 
substantial growth of all published articles in international 
journals; this creates the need to review the literature in this 
domain (Gupta & Gupta, 2020; Hassini et al., 2012; 
Seuring & Gold, 2012). The practices in sustainability like 
in biofuels (Awudu & Zhang, 2012), chemical processing 
(Nikolopoulou & Ierapetritou, 2012) and food (Beske  
et al., 2014) have given the tremendous shift to review 
these specific industries (Rashidi et al., 2020). Moreover, 
the concept of sustainability within the supply chain  
has been examined well, which includes sustainable 
development in services and manufacturing (Gunasekaran 
& Spalanzani, 2012) design of the product from the 
viewpoint of the life cycle (Chiu & Chu, 2012) sustainable 
procurement (Giunipero et al., 2012), packaging (Zailani et 
al., 2012) and digital manufacturing (Chen et al., 2020).

Firms have an enormous effect on the economy and envi-
ronment; it can be enhanced by fading the economic distress, 
inequality and climate change (Svensson et al., 2016). On the 

other hand, White (2009) stated that the practices of sustaina-
bility now becomes the firm responsibility, it further will help 
the firms growth in the future; thus, this means that the firm 
performance is not only the one component that related to 
firms profitability but also it depends how firms impact on 
society and the environment (Pagell & Wu, 2009; Svensson  
et al., 2016). These findings are consistent with Senge et al. 
(2008) recommendations that they had given in their research 
and stated that when managers measure their firm’s perfor-
mance, they found that profitability is not the only element that 
defines firms’ effectiveness.

Many empirical scraps of evidence display that the firms 
that involve themselves in the environment can improve 
their firm performances and promote sustainable inventions 
(Svensson et al., 2016). The era of the 1990s focused on the 
environment after the World Summit during the emphasis on 
sustainability; however, at the end of 1992, the Earth Summit 
has given the agenda for the global action plan for sustaina-
ble development, thus adding another social dimension  
to the agenda that was CSR. After 20 years, the third 
International conference Johannesburg Summit was 
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arranged in 2012 came up with the objective for the business 
leaders to implement all social, economic and environmen-
tal dimensions of sustainability to reach their sustainable 
firm performances. Firms that involve themselves in parallel 
and diverse objectives need to be successful financially; they 
need to perform strategically and at the same time, be sus-
tainable as well. For gaining competitive advantages, firms 
should develop sustainable practices, resources and capa-
bilities. Although this is difficult for not-for-profit firms to 
be responsible socially, environmentally and economically 
at the same time, further, several firms still do not have 
awareness regarding sustainable practices and processes 
(Murthy, 2012; Svensson et al., 2016).

The firms that are facing social and environmental chal-
lenges need to undergo some cultural and transformational 
change; thus, so far, very limited study has done an inves-
tigation on all three dimensions of sustainability for meas-
uring their firm performances, Svensson et al. (2016), 
associated with supply chain and trade credit. The current 
study proposes a conceptual and operational definition of 
firm sustainability which is as follows:

Conceptual Definition

It is an organization’s efforts to manage its impact on 
earth’s life and eco-systems and its whole business network. 
(Svensson & Wagner, 2012)

The current study has written the operational definition of 
sustainable firm performances as ‘Sustainable firm 
performance is the direct approach that creates values in 
businesses and achieves long term shareholders objective 
by implementing opportunities and copes up with the threat 
that derives from social, economic and environmental 
development’.

Environmental protection agencies have applied strict 
policies of environmental protection. If any firm exceeds the 
use of carbon emissions, the firm gets a punishment. One of 
the examples of Chalco Shandong Co., Ltd, they exceeded 
the use of alumina, the company was charged a fine of 
200,000 Yuan for creating pollution in 2008 (Cao & Yu, 
2018; Zhou et al., 2015). Most energy sectors and industries 
are paying attention to shifting their supply chain to other 
alternative systems. Auto manufacturing companies are 
showing an interest in batteries rather than using an exhaust 
structure. Beverages, fashion and food industries are 
involved in sustainable processes and keep them as their 
brand strategy to address environmental concerns. Therefore, 
sustainable trade is only possible when buyer uses the fair 
value chain system. Thus, this increases sustainability in 
trade finance. One of the International Finance Corporation 
(IFC) worked with the University of Cambridge in launch-
ing the trade finance product that is sustainable shipment 
letter of credit (LC). A firm can avail benefits such as cost  
incentives, paper supply, soya beef, pulp and palm oil if they 

involve in sustainability measures and provide evidence in 
their documents about sustainability.1

Businesses and corporate sectors are now focusing on 
sustainability and environmental practices when making 
decisions related to finance. Moreover, a consumer also 
demands sustainable and ethical products that ultimately 
lead the industries and supply chain to get committed with 
corporate social responsibilities; it has given the industries 
the reason to involve themselves to consider the environ-
ment while making decisions related to finance and trade. 
All over the world, many banks have introduced the concept 
of green credit financing, which is a sort of financial service 
to support sustainable firm performances. Green credit 
financing helps in sustainable development goals to help the 
firm to invest more in green investment. Green credit financ-
ing has such characteristics that it is a hardcore condition for 
carbon emission. The main objective of green credit financ-
ing is to upgrade sustainable operations in firms and link the 
loan via monitoring loan standards. Traditionally firms use 
trade credit financing for solving their capital constraint 
issues (Chen, 2007). Trade credit is an overdue payment 
mode between the supplier and the manufacturer, where the 
supplier considers an investor and plays a part in providing 
products. The most widely used concept in the USA is trade 
credit financing, used by 60% of the firms in the USA to 
gain profits, and it is the second most prevalent option com-
pared to bank finance (Chen et al., 2020). 

However, due to COVID-19 profits were diminished 
cruelly, from 24 February to 28 February, just in a week, 
US$6 trillion was dropped in a global market (Fahim et al., 
2019). US$6 trillion losses were experienced by the S&P 
500 index in February 2020, whereas the largest companies 
of the S&P 500 index were experienced a loss of more than 
US$1.4 trillion. Few losses were recorded due to the coher-
ent assessment of investors but eventually, profits would 
drop just because of Coronavirus. Travel industries would 
mislay US$113 billion if the situation persists. The Chinese 
tourism industries were critically squeezed, cancellation of 
flights, booking of hotels, all international events were 
canceled which has worth about US$200 billion. Due to the 
massive lockdown in a country, the Chinese Government 
bans all factories through which the global supply chain is 
disrupted sternly as China is the largest manufacturer in the 
world and plays a major part in the world’s economy. France, 
Iran and Italy issued stay-at-home policies just to stop the 
virus from spreading. This policy carries a large recession in 
developing countries, and the economists have a common 
belief that this COVID-19 would call recession globally 
(Ozili & Arun, 2020).

Thus, after thorough literature, the current study was 
able to develop the conceptual model based on trade credit, 
green credit financing, sustainable firm performances and 
COVID-19.

This article is further organized as follows: the second 
section contains the background of the research along with 
research objective and research question, whereas the third 
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Table 1. Summarization of Literature.

Author(s) (year) Citations Motive
Country 
Focus Methodology Findings

Schwartz (1974) 171 Capital access Panel data For increasing purchases firms 
leverage capital access

Ferri (n. d.) 153 Transaction pooling USA Panel data Uncertainties of treasury can be 
reduced by trade credit

Emery (1984) 148 Credit information Equilibrium model Suppliers have advantages of 
information and collections

Smith (1987) 197 Non-salvage investment Equilibrium model Suppliers can protect their non-
salvageable investments through 
trade credit

Brennan et al. (1988) 153 Price elasticity Equilibrium model For the price, discrimination 
suppliers use trade credit

Chant and Walker (1988) 22 Credit rationing USA Panel data 
regression

Trade credit serves as an alternative 
to bank loan

Wilner (2000) 120 Control protection Equilibrium model In financial stress, demand for trade 
credit increases

Jain (2001) 43 Credit information Optimization model Mostly suppliers and banks avail 
profit on buyers expense

Ono (2001) 21 Credit rationing Japan Panel data 
regression

Trade credit is the best alternative 
to bank credit

Masimovic and Frank 
(2005)

90 Collateral value USA Equilibrium model Suppliers can gain benefit from 
collections

Huyghebaert et al. (2007) 11 Control protection Belgium Panel data 
regression

It serves as a benefit in beginning

Paul and Boden (2008) 61 Trade credit 
management

UK Qualitative It helps in improving financing costs

Chung (2012) 99 Inventory problem Equilibrium model Trade credit helps in solving 
inventory problems

Lou and Wang (2013) 66 Optimal trade credit Equilibrium model Seller may have an advantage for 
credit period

Boden and Paul (2014) 16 Creditable behaviour 
through a qualitative 
study

UK Interviews Trade credit serves as a relational 
activity

Jensen and Meckling. 
(2016)

189 Perishable inventory 
models

Qualitative Extended work of Bakker et al. in 
2012 by literature review

Gelsomino et al. (2016) 218 Supply chain finance Qualitative It provides a guide to both 
practitioners and researchers

Rameswari and 
Uthayakumar (2018)

6 Integrated inventory 
model

EOQ model Buyers can use trade credit for 
competing in the market

Chen et al. (2019) 4 Reduce the default  
loss

China VAR model Trade credit helps in increasing 
order quantity and reduces product 
quantity

Xu et al. (2018) 12 Supply chain finance USA Quali/quanti It provides a bibliography from 1996 
to 2016

Del Gaudio et al. (2018) 8 Trade credit and SME’s Qualitative Extend the view of trade credit in 
SME’s

Chanda and Kumar (2019) 2 Optimal ordering policy EOQ model The optimal policy is best to obtain 
through consumer decisions

Chen et al. (2020) — Inventory control risk Demand model Retail has the advantage to control 
default risk

Pattnaik et al. (2020) 5 Financial economic 
perspective

Bibliometrics Review article from 1999 to 2019 
and provides future research 
directions

Tiwari et al. (2022) Explores the effects of 
deterioration and trade 
credit policy

Calculus method The result for presented examples 
indicates that combining trade credit 
policies with imperfect quality items 
in the presence of deterioration 
leads to savings in the supply chain

Source: Modified table of Pattnaik et al. (2020) and Seifert et al. (2013).
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section  states the research novelty. Furthermore, Table 1 
states the literature review of the study. The fourth section  
consists of the materials and methods of the study. 
However, the fifth section  contains the discussion and 
results of the study; the sixth section  discusses the 
economic challenges of COVID-19, whereas the seventh 
section  is based on policies to combat COVID-19 
challenges; finally the eighth section concludes the study.

Background of the Study

Research in trade credit is a vast domain that carries the 
attention of many scholars worldwide in the field of finance 
and banking with enormous contributions in economics, 
finance, production and operations, industrial engineering 
and business management. Many reviews on trade credit 
have been quantitative; however, the complete overview of 
the extant literature on trade credit is still unaddressed 
(Pattnaik et al., 2020; Paul & Boden, 2008). One of the 
examples of the most recent literature review has given by 
Pattnaik et al. (2020), they have covered material from the 
top most economics and finance journals from the period 
of 1999 till 2019, they missed the multi-discipline that is 
industrial engineering and production and operations, 
which has been covered by Pattnaik et al. (2020), they 
analyze 1,191 articles of Scopus. However, both research 
had some limitations and still needs to explain that are (a) 
conceptual analysis from the emerging economy is missing, 
(b) Social behavior of trade credit is missing and (c) the 
impact of green credit on firms performance, market 
performances and accounting performances still needs to 
analyze. Thus, this current study has taken one limitation 
and discusses green trade credit through green credit and 
sustainable firm performance, so that future scholars may 
work on the empirical analysis on the stated variables as 
the phenomenon is still new and not reviewed largely. The 
literature indicates that trade credit has enormous growth 
and a demanding topic, this is the most evolving topic, 
there were only 368 articles before the financial crisis of 
2008; however, right after the financial crisis, the articles 
grew to 828, simultaneously, 74% growth rate of trade 
credit articles has been seen after the financial crisis of 
2008; thus, the area has a vast domain and evolving fast 
(Pattnaik et al., 2020). An industry uses carbon emissions, 
the manufacturer may intend to capitalize on green 
technology for the reduction of carbon emissions and to 
meet requirements for green production. In recent years, 
the literature has grasped the attention to investigate the 
impact of green credit on government policies and 
corporate decision making, for example, one of the studies 
has been done on the impact of green credit on social 
welfare (An et al., 2021; Huang et al., 2019, 2020; Yang  
et al., 2019). Most scholars in operations management have 
given a significant amount of attention to reducing carbon 
emissions (An et al., 2021; Guo et al., 2017; Reefke & 
Sundaram, 2017). Few studies are focused on the impact of 

green credit on efforts of a manufacturer for the reduction 
of pollution such as Kang et al. (2020), some other literature 
focused on the green credit under random and deterministic 
demand such as Fang and Xu (2020), another study relates 
with the threshold and constraints of green credit (An et al., 
2021; Cao & Yu, 2018; Dash Wu et al., 2019).

There are no such values that exist for trade finance, 
which has the characteristics of ‘greenwash’. Thus, if a 
company is issuing a green credit or green loan, there are 
some standards; however, there are no specific standards to 
meet the sustainable requirements for trade finance. It is 
not easy to copy and paste the same standards and apply 
them in trade finance. Hence, this sets the objective for the 
current study ‘to analyze one of the dimensions of trade 
credit that link with “green” in detail’. The aim of the study 
helps in formulating the following research questions.

1. What is one of the dimensions of trade credit that 
links with ‘green’?

2. Are green trade credit and sustainable firm perfor-
mances conceptually linked with each other?

3. Does COVID-19 affect the relationship between 
green trade credit demand and sustainable firm per-
formance conceptually?

4. What are the policies that help to cope with COVID-
19 challenges?

The current study has some significance as follows: (a) it 
will create awareness regarding the sustainable firm 
performance, (b) it will also help buyers in making policies 
related to trade credit with the concept of green and (c) it 
will also help the supplier to assess buyer while providing 
credit to the buyer. Last, it will also help buyers and sellers 
to implement such policies that help to cope with COVID-
19. The novelty of the research has been discussed in the 
subsequent section.

The Novelty of the Research

One of the studies analyzes the trade credit finance and 
green credit finance, where the authors were considered 
well-funded sellers and limited capital buyers who engage 
themselves in green investments in an indeterminate 
demand. In-depth analyses were conducted to see the 
difference between traditional trade credit finance and the 
new phenomenon of green credit finance, the study 
concluded that for achieving the win-win situation, the 
manufacturer can set some carbon emission-reducing 
policy by indulging in green financing; if the policies of 
carbon emissions are not so much strict, then the reaction 
of both supplier and buyers will be different. The 
government is responsible for imposing a penalty on strict 
carbon emission policy to promote green financing, which 
is ultimately profitable for the firms. The study compared 
social welfare with both the modes of financing which are 
trade credit finance and green credit finance; the results 
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were shocking that under restrictions of carbon emissions, 
social welfare is lower as compared to the without carbon 
emission just because of the limitations caused by carbon 
emissions. The study had some limitations that it believes 
that all information is known to supply chain members but 
in reality, asymmetry information exists which could be the 
future direction for scholars (An et al., 2012). However, 
Paul and Wilson (2007) already applied asymmetric 
information as a determinant of trade credit in one  
of their studies. Here, the question is what is asymmetric 
information? Scholars discussed the asymmetric information 
with the role of trade credit to product quality (Long et al., 
1993; Paul & Wilson, 2007). The trade credit demand and 
the time that buyer takes to pay depends on how much 
confident the buyers are about the product/services quality 
that they have received. The trade credit provides the 
confidence to buyers to protect them against the risk 
associated with product quality; however, Lee and Stowe 
(1993); Smith (1987) argued that seller can put this risk on 
a buyer if the seller offers a price discount to the buyer at 
an earlier stage; hence, if a period is shorter, then it is  
more likely that the deficiency of product reveals to the 
buyer. Their study is supported by (Deloof & Jegers, 1996; 
Long et al., 1993). Thus, the current research found that 
asymmetric information is the determinant of trade credit 
demand and has already been explored well; however, the 
dimension analysis of trade credit is still needed to examine. 
Therefore, the current study fulfills this gap by discussing 
one of the dimensions of trade credit. The summarized 
literature related to trade credit along with the findings that 
has been discussed in Table 1.

Limited study on the trade credit has attempted survey 
research before; those who have attempted survey research 
had used the information that companies already docu-
mented in their financial annual reports (Danielson & 
Scott, 2004). Therefore, the current study has aimed to 
highlight the work on the trade credit and develop the new 
term green trade credit through green credit, so that future 
scholars can use it in their research for increasing the aca-
demic knowledge and it will also help practitioners in 
making trade credit demand strategies or to act maturely or 
rationally while taking decisions related with trade credit 
demand.

Materials and Methods

The adopted methodology to carry out this research was 
grounded on the suggestions given by Tranfield et al. 
(2003). The search was begun on electronic databases such 
as ScienceDirect, JSTOR, Web of Science, ProQuest and 
Google Scholar by applying all keywords. For the extensive 
search, the keywords like ‘Trade credit’, ‘green credit’, 
‘Sustainable Firm Performance’, ‘COVID-19 crisis’, 
‘Financial crisis’ and ‘Global Warming’ were used. We 
have targeted research papers from the year 1974 till 2022 
of impact factor finance/sustainability journals. Duplicated 

articles were then removed; furthermore, we observed if 
the journal aims were matched with our study scope. Then, 
we explored the titles of the articles that were relevant to 
our study context. Last, we scrutinized the abstract of the 
selected articles and focuses on the research objectives, 
questions and methodologies.

Discussion and Results

Since the virus spread all over the globe, it came in Pakistan 
when pilgrims of Pakistan came back from Iran; the 
numbers increased by 2000 fiercely on 31 March 2020. 
Confusions between the county’s provincial and federal 
governments, insufficient resources and poor public health 
system increase the tensions in the country which suddenly 
gave economic fallout that has hit the country critically 
which can be predicted more severe in the upcoming 
months (Javid et al., 2020).

This COVID-19 pandemic brings the whole world to 
fight a war against it with an indeterminate future; this pan-
demic, unfortunately, impacted developing country 
Pakistan in three economic ways: unemployment will rise 
to 8.1%, and an expected turnover of employees from 12.3 
million to 18.53 million, as the outcome of lockdown in the 
country. Through this lockdown, there will be a decline in 
disposable income of households; this can be turned out in 
decreasing the huge demand, through which the remit-
tances also get decline and will get hit up to 10–50% due to 
which the expected aggregate demands will get declined, 
the expenditure consumption of private companies will be 
decreased by 4%–8%, due to which the lifestyle will get 
disrupted too. The multinational companies also shifting 
their products, process and corporate models, there will be 
a massive decline in FDI due to restrictions in tourism, 
retail, real estate, coal, automotive, aviation, luxury goods 
and oil and gas. Second, the sudden cease of manufactur-
ing firm’s activity will impact the supply chain and create 
a bottleneck in global chains. This pandemic causes dis-
simulations in inventory stocks which can further lead to 
the company closure, this is obvious that companies are not 
making profits but if this crisis persists, then employment 
and wages also will get decline which creates financial dis-
tress and instability in the financial markets (Ozili & Arun, 
2020; Rasheed et al., 2021).

Last, the shocks of the economy of Pakistan are mainly 
due to financial markets, markets get disrupted and savings 
of households get declined through which consumption 
will greatly fall out. Because of the economic shutdown, a 
decline in the equity market has been observed, the higher 
interest rates bond markets already severely disturbed due 
to this inflation rises; thus, it creates difficulties to make 
most out of it for new companies with debt financing. Debt 
was increased by 68.8% of gross domestic product (GDP), 
Pakistan stock exchange equity market falls out, while 
there is a massive loss in forex reserves which is equal to 
dollar one billion. Payments of debt will also get due in the 



598 Vision 27(5)

upcoming months. The liquidity positions of investors 
soon get impaired, the massive fall in investments when 
there will be business closures, and thus, banks are reluc-
tant to provide loans to the businesses. This pandemic may 
cause a 30–40% decrease in foreign direct investments 
during 2020–2021. Economy of Pakistan suffers a huge 
loss with 4.64% in GDP due to trade disruption. This could 
imply a loss of `700–800 billion in June 2020. The fore-
most reason for this economic fallout is the greatest hit in 
countries such as the USA, China, the UK, Japan and 
Germany, and 50% shares took part in Pakistan through 
these countries. The biggest automobile industry HONDA 
is struggling with anticipating a shutdown. Energy, air-
lines, basic material and automobile industries are expected 
to be the worst hit due to this COVID-19; the basic  
material industry foreign direct investments impacted 
dollar 40.49 million which is considered the biggest fall 
out ever. Thus, the current study has found that the COVID-
19 crisis shakes the decisions related to debt financing 
which is trade credit financing.

In the recent few years, the increasing awareness regard-
ing sustainable development, greening the businesses and 
environmental protection is the primary concern for many 
countries. In information technology (IT), the concept of 
environmental protection originally began in 2003 when 
the orders were given by the European Union (Chuang & 
Huang, 2015). In 2005, 128 countries for emission reduc-
tion signed a bond for the Kyoto protocol, thus through the 
above arguments, the current study believes that green con-
cepts have a tremendous effect on sustainable development 
and the industrial environment. In the new era of the infor-
mation economy, outdated factors such as land, labor and 
capital are now no longer the best way to achieve a com-
petitive advantage for firms. Moderately, these factors are 
replaced with some technical skills such as IT capital and 
human capital which are considered as innovation and 
technical abilities (Chen, 2007; Chuang & Huang, 2015). 
Few researchers believe that for gaining a competitive 
advantage, firms remain need to involve themselves in IT 
capital. Despite having relation with the green concepts 
with IT capital, the IT capital has been ignored by several 
scholars (Chuang & Huang, 2015). Thus, to fulfill the gap, 
the new concept of green IT capital has been introduced by 
Chuang and Huang (2015); green IT capital is defined as 
an organizational competence and property that applies the 
green idea to the infrastructure of IT, IT management and 
IT staffs. There are three dimensions of IT capital (a) green 
IT infrastructure which consists of software, network and 
hardware which established under the greening concept; 
(b) green IT human capital which involves the knowledge 
and abilities of IT staff in getting green knowledge, how to 
consume energy in technology and provide pieces of train-
ing related to green IT to the IT staff and (c) green IT rela-
tional capital, it refers to the relationship between 
management and users with the aim of environmental pro-
tection while offering products/services (Chuang & Huang, 

2015). Thus, the current study has taken green IT capital as 
the dimension of green trade credit demand and defined its 
operational definition as ‘Green IT capital is defined as the 
firm’s capabilities to achieve sustainable development 
through applying the concept of green on green IT infra-
structure, green IT human capital, green IT relationship 
capital and green IT cost capital’.

According to the resource-based view (RBV) theory, by 
utilizing its capabilities and resources (such as invisible 
assets, knowledge, human resources and technology), a 
firm can maintain its competitive advantage in the market 
(Barney, 1991; Chuang & Huang, 2015; Wernerfelt, 1984). 
If a firm invests in IT and its implementation to create 
invisible value of the business; thus, both visible and invis-
ible advantages can be raised by IT to the firms (Chuang & 
Huang, 2015). The RBV suggests that the IT resources of 
any business have benefits and firms grow by having their 
IT growth resources which are specificity, uniqueness, 
scarcity, ambiguity, irreplaceability, inseparability and 
excludability. Furthermore, it was observed that benefits 
where invisible and indirect costs associated with IT are 
greater than the direct IT cost and benefits that are visible, 
thus, IT can combine various firms’ resources and form 
new capabilities through which firm can gain its competi-
tive advantage (Chuang & Huang, 2015; Davern & 
Kauffman, 2000). Therefore, this theory supports the 
dimension of trade credit demand that is green IT capital as 
shown in the conceptual research framework (Figure 1). 
Additionally, the RBV theory extended by Hart (1995) by 
adding natural resources that emphasize that product stew-
ardship, sustainable development and pollution prevention 
lead the firm to have a sustainable competitive advantage. 
From the perspective of natural resource-based view 
(NRBV), the green external processes associated with the 
capabilities of product stewardship, firms develop those 
resources and capabilities that are unique and help in 
improving all social, environmental and economic perfor-
mances (Hart, 1995; Huo et al., 2019; Vachon & Klassen, 
2008). A green customer process involves product devel-
opment, production and the delivery of the product; thus, 
its main objective is to put the downstream side of the 
supply chain green (Green et al., 2012). Therefore, this 
theory supports the current research and modifies the 
research model (Huo et al., 2019).

Economic Challenges of the 
COVID-19

Deepened Secular Stagnation

Since the last two decades, the economic performances are 
suffering through five trends: (a) advanced economies 
have been faced declined growth rate, (b) before the global 
financial crisis, the growth of total factor productivity also 
fells down, (c) many investments have insufficient returns, 
(d) global bond yields got declined tremendously and  
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(e) despite having some significant monetary simplification, 
the economy fells near to deflation. All these trends are 
correlated with each other. The combined trends become 
the revitalization of secular stagnation which is called the 
longest slump in the economy globally. Through this 
pandemic, the secular stagnation may deepen, uncertainty 
may arise between both consumers and businesses which 
ultimately drop their confidence, now they become more 
risk averse and move towards more saving options during 
and after this pandemic.

Income and Wealth Inequalities

It has been observed that in the last three decades, the 
income inequalities have been decreased whereas it has 
been observed that within the country, income inequalities 
are heterogeneous. The advanced economies have set a 
trend that high income is mostly generated through high 
professionals. Additionally, wealth inequality is much 
larger than income inequality.

The shutdown due to COVID-19 has been hurt badly 
which results in the slow down or complete ban on many 
economic activities by the governments. The majority of 
governments in developing countries have been more con-
trolled towards fiscal policies because of the lower tax rev-
enues, and thus, they have been facing many issues to 
combat this pandemic as compared to developed countries. 
According to the IMF, 2020 policy tracker, many poorer 

states are needy and in immense need of help at interna-
tional levels. If the developing economies have been strug-
gling with greater economic activities as compared to 
developed countries, then this may create inequalities in 
income between countries; furthermore, we may also see 
inequalities within countries too which may affect low-
income households badly during this pandemic. Moreover, 
in this pandemic, we may see more digitization in produc-
tion tasks due to the adaptation of new modes of work, the 
social distancing creates less reliance on workers for pro-
duction and more dependence on remote work; this causes 
the internet technologies to replace workers meticulously.

Contraction of Global Trade and  
Investments

Since 2008, one of the foremost factors that are not 
favorable is the conflict between the trade of the USA and 
China, this conflict reduces international trade and creates 
uncertain policy in the trade market internationally, and 
most firms are now dropping foreign order and giving 
priority to domestic orders because of greater costs. The 
policy uncertainty restricts many firms to enter export 
markets due to the higher export sunk cost. Due to this 
global pandemic, a great debate came into existence to 
decide whether the global value chain considers best to 
form global trade shortly. Because of all circumstances, the 
global value chain called trade fragility needs to be 

Figure 1. Conceptual Research Framework.

Source: The authors.
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reassessed, thus, it is understood that more networks of 
production need to be more diversified moderately than 
clustered. The production efficiency reduces (between 
hospitals, states, and even in cities) as compared between 
countries. Thus, it is viable to build global resilience rather 
than to restructure the global value chain.

Policies to Combat Pandemic  
Crisis

Here the biggest challenge arises after debating above all 
consequences and economic challenges to determine some 
common ground that is the immediate need for combating 
these pandemic issues.

Three sets of principles are required (a) movement 
towards the protection of workers equally, no matter at 
which level they are working, (b) homogeneity is needed for 
social support, insurance, and best service quality, (c) 
Support for taxation in labor income along with the capital 
taxation. These three principles are mainly for making stable 
nation contracts within the society. When we go for the 
expansion of social contract at global level, the tensions will 
become more complex and will come up with more dimen-
sions to be considered more practically, therefore, this area 
needs creative thinking.

Further, Structural reforms is an immediate need for 
boosting the economy and businesses, the monetary and 
fiscal trends already been organized to fight with economic 
slums before the COVID-19 hit; However, the heavy debts 
and inability of boosting investments, in the long run, struc-
tural reforms are required for the sustainability of economic 
growth. It has been observed that low business disbursement 
reduced investments and growth in those countries that have 
excessive rules and regulations, subsidiaries, licensing, trade 
defense and other hurdles, it is important to implement such 
structural reforms that help in shorten the recovery time and 
this will create more confidence that recovery will be 
sustained.

The current research has found that the structural reforms 
could help in taxation, infrastructure, financial systems, 
banking systems, industrial relations, flexible labor market, 
training and education, supply and energy and government 
bureaucracy, it all depends which is severely required growth 
by state economies. Despite the state differences, many 
states have been sharing a common theme, that is, to regain 
economic dynamism and to create a job engine.

In Australia, after this pandemic, Prime Minister Scott 
Morrison has planned to support structural reforms that are 
quite better for the economy. In India, Prime Minister 
Narendra Modi highlighted that there is an immense need 
for reforms for projects of infrastructure to recuperate the 
economy; furthermore, reforms that are necessary for corpo-
rate governance and credit markets are needed to create 
much better strength.

Furthermore, investments in activities related to research 
and development are crucial for increasing growth in 

productivity and to cope with future climate and public health 
challenges. If firms may involve themselves in resource allo-
cation and creative destruction, then they can create signifi-
cant productivity. This significant productivity may become 
the key to a longer global growth and may raise human living 
standards which are compromised because of a pandemic. It 
has been observed that the Chinese Government is now taking 
advantage of this pandemic to lift its innovative activities 
called 5G, which includes artificial intelligence, vehicle 
charging stations, inter-city transport, industrial internet, big 
data centers and ultra-high power facilities.

Last, integration and global economic collaboration are 
equally important for fighting this pandemic and sustaining 
the global economy. The required most important element is 
‘trust’ which is not only based on goodwill but must be based 
to cope with environmental challenges, reduction in poverty, 
climate change and equality. This whole world needs to imple-
ment a ‘global social contract’ inaugurated by the United 
Nations. This global social contract is based on the social con-
tract between rich and poor countries to combat these pan-
demic challenges.

Conclusion

One of the biggest challenges that are facing all mankind 
and the planet is environmental degradation; the manufac-
turing firms are responsible for such environmental issues 
despite having the biggest contributor to economic growth 
and development. It has been found that for achieving sus-
tainable firm performances buyers need to involve them-
selves in green trade credit. Many studies have been 
investigated on COVID-19 challenges (Javid et al., 2020; 
Ozili & Arun, 2020; Taskinsoy, 2020) but particularly 
neither any study has been done to see COVID-19 role 
between green trade credit and sustainable firm perfor-
mances. Thus, this study has studied the conceptual linkages 
of green trade credit demand and sustainable firm perfor-
mances; furthermore, current study has also studied the role 
of COVID-19 with its economic challenges concerning 
Pakistan and suggests some policies to cope with the pan-
demic challenges. The current scholars are working on an 
empirical paper on the above research framework within the 
Pakistan perspective (this is one of the biggest limitations of 
the current study); future scholars can modify the current 
research framework and can apply it to other countries to see 
its empirical impact in emerging markets.
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Note

1. See https://www.hcrlaw.com/blog/trade-finance-and-brexit/
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