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Abstract - This qualitative study explores the impact of sustainable financial practices on 

perceived business development and identifies the challenges faced by small entrepreneurs in 

implementing these practices within the Colombo District, Sri Lanka. An inductive approach and 

interpretivist paradigm were employed, utilizing in-depth interviews with 20 small-scale 

entrepreneurs across 10 industries selected through purposive judgmental sampling. Thematic 

analysis of the data revealed that sustainable financial practices significantly contribute to market 

expansion, revenue growth, improved resource management, and brand recognition while aiding 

in overcoming challenges. However, small entrepreneurs face obstacles such as balancing short-

term financial needs with long-term sustainability, external environmental factors, and managing 

stakeholder expectations. The findings provide valuable insights into the benefits and barriers of 

sustainable financial practices, highlighting the need for strategic planning, stakeholder 

communication, and innovative funding solutions to foster business development.  
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I. INTRODUCTION 

In recent years, the significance of sustainable financial practices has gained prominence 

among small-scale entrepreneurs as they navigate the complexities of business 

development. These practices, encompassing efficient resource management, ethical 

investments, and long-term financial planning, are crucial for ensuring the sustainability 

and growth of businesses. Particularly in the Colombo District of Sri Lanka, small-scale 

enterprises play a pivotal role in the local economy, contributing to economic growth and 

community well-being. 

This study aims to explore the impact of sustainable financial practices on 

perceived business development and to identify the challenges faced by small 

entrepreneurs in implementing these practices. Previous research underscores the positive 

relationship between sustainable financial practices and business growth, highlighting the 

benefits of revenue growth, market expansion, and enhanced brand recognition (Malesios 

et al., 2018; Meng & Kee, 2022; Piñeiro et al., 2020). However, despite these advantages, 

small-scale entrepreneurs encounter numerous barriers such as limited financial literacy, 

inadequate access to capital, regulatory complexities, and external environmental factors 

(Christoph, 2017; Lutfi et al., 2022). 

The study addresses the lack of understanding regarding how sustainable 

financial practices impact small-scale business development and the specific challenges 

faced by entrepreneurs in the Colombo District. Small businesses are key to the local 

economy but struggle with financial sustainability due to limited resources and external 

pressures. 

https://doi.org/10.54389/XLGD3698
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The research gap lies in the limited focus on small-scale enterprises in emerging 

markets like Colombo. Most studies focus on large firms in developed economies, leaving 

a gap in understanding how smaller businesses balance short-term financial pressures 

with long-term sustainability. This study fills this gap by exploring the unique challenges 

and strategies for implementing sustainable financial practices in a localized, developing 

economic context. 

This study adopts an inductive approach and an interpretivist paradigm to gain 

an in-depth understanding of the subjective experiences and social contexts of small-scale 

entrepreneurs in the Colombo District. Through semi-structured interviews with 20 

entrepreneurs from various industries, this research seeks to uncover patterns and themes 

that elucidate the multifaceted nature of sustainable financial practices and their impact 

on business development. The findings aim to provide actionable insights and 

recommendations for entrepreneurs, policymakers, and stakeholders to enhance the 

adoption and effectiveness of sustainable financial practices in fostering business growth 

and resilience. 

 

A. Research Objectives 

To examine the impact of sustainable financial practices on business development, 

including factors such as revenue growth, market expansion, and access to resources. 

To identify challenges and barriers faced by small entrepreneurs in implementing 

sustainable financial practices for business development. 

This study contributes to existing literature by offering a nuanced understanding 

of how sustainable financial practices influence business development and the specific 

challenges small-scale entrepreneurs face in this context. The insights gained from this 

research are expected to inform the development of supportive policies and strategies that 

promote financial sustainability and long-term business success in the Colombo District 

and beyond. 

 

II. LITERATURE REVIEW 

 

A. Impact of Sustainable Financial Practices on Perceived Business Development 

When discussing the impact that sustainable financial practice has on business 

development, Malesios et al., (2018) states that there is a direct impact on the economic 

growth of a country as small-scale businesses plays a major role. When a business is 

financially viable, it would be sustainable in the market, which indicates growth of the 

business. Sustaining businesses would focus on developing its operations such as market 

expansions, investments and so forth which is directly affecting the economic growth of 

a country.  

Improved revenue growth, enhanced market demand, increased customer loyalty, 

better access to funding and resistance in the face of economic challenges can be 

identified as indicators of Perceived Business Development of a small-scale enterprise 

(Meng & Kee, 2022). Piñeiro et al. (2020) also has stated that these factors are essential 

for overall development of a small-scale business as per a study conducted on sustainable 

practices and their outcomes. Study conducted by Feng et al. (2017) to identify role of 

market conditions on the firm capabilities, confirms that sustainable financial practices 

which results in revenue growth and market expansion has a huge impact on Perceived 

Business Development during different market conditions. Similarly, Karus et al. (2018) 
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states, there is a positive impact on Perceived Business Development when business adapt 

digital inclusion into financial sustainability.  

Durdyev et al. (2018) also discusses that there is a positive relationship between 

social, environmental and operational practices and performance with sustainability and 

financial performance of small scales which draws a connection with TBL framework. 

Breiki & Nobanee (2019) states that there are a huge number of businesses which consider 

social and environmental well-being as a part of the business strategy as it generates a 

future value to the business. This study emphasizes that proper financial management 

strategies need to be built to avoid risk as well as appropriate capital budgeting can thrive 

a business to gain competitive advantage through sustainable financial practices. Alkaabi 

& Nobanee (2019) mentioned that prompt financial management can ensure business 

sustainability and growth. If a business follows an effective strategy to ensure financial 

sustainability, that will ensure business growth. 

 Sustainable financial practices have the ability of rebuilding and ensuring growth 

of a bankrupted business, if the management adopt proper financial management practices 

respectively (Alhadhrami & Nobanee, 2019). As per the study conducted by Muhmad & 

Muhamad (2020) referring to most previous publications related to relationship between 

sustainability and financial performance, 96% of the studies agree that there is a positive 

relationship. In a world which the businesses face difficulties in predicting external 

environmental fluctuations, sustainable finance practices holistically address all the 

aspects of both internal external environments (Muhairi & Nobanee, 2019). 

 

B. Challenges and Barriers Faced by Small Entrepreneurs in Implementing 

Sustainable Financial Practices for Perceived Business Development  

Challenges and barriers are concerns that any business must accept, face and overcome 

in order to survive and sustain in any market regardless of the size, industry or the nature 

of the market as external environmental factors cannot be controlled. As Lutfi et al. (2022) 

has explored during the COVID-19 pandemic, the challenges faced by small-scale 

businesses emphasis on the need to adopt sustainable financial practices in order to 

navigate the business through such crises. As well as Ejiogu at al. (2020) underscore that 

effective policy measures are crucial to adopt for financial sustainability as per study 

conducted during pandemic on Nigerian budgetary response towards the implications 

financial sustainability, employment and social inequality.  

Despite the benefits, small-scale entrepreneurs encounter challenges in 

implementing sustainable financial practices. These challenges include limited financial 

literacy, inadequate access to capital, regulatory complexities, cultural barriers, and the 

need for capacity building in sustainable business management (Christoph, 2017). 

O'Riordan (2017) states that managing stakeholders is a key responsibility of a business 

which would directly be helpful to achieve sustainability in accordance of people, planet 

and profit.  

In the context of the Colombo District, specific challenges and opportunities exist 

for sustainable financial practices among small-scale entrepreneurs. Factors such as 

urbanization, technological advancements, government policies, and market dynamics 

shape the landscape of financial sustainability for businesses in this region (Meng & Kee, 

2022).  

According to research conducted by Rizos et al. (2016) highlights those financial 

constraints, lack of awareness and regulatory challenges as barriers in implementing 

sustainable financial practices by small entrepreneurs. The study also emphasizes that 
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lack of financial resources and technical skills are significant barriers which relucted 

adopting circular economic practices which indeed goes parallelly with implementing 

sustainable financial practices. As per research conducted by Edgeman and Eskildsen 

(2014) market structure and logistic networks also can be challenging external drivers 

which cause small-scale entrepreneurs to struggle with implementing sustainable 

financial practices. According to a study conducted by Hoogendoorn et al. (2017) for 

Cambodian construction industry, it is identified that lack of awareness and knowledge 

as well as reluctance to adopt new sustainable technologies as barriers in adopting 

sustainable financial practices. It also suggests providing education to overcome these 

barriers. Small businesses may face challenges in convincing customers of the value of 

their sustainable practices, especially if there is limited awareness or demand for 

sustainable products or services in their market (Chien et al., 2021).  

As per the study conducted by Purwandani and Michaud (2021), it has identified 

that lack of financial resources can be a challenge for small-scale entrepreneurs to adopt 

sustainable financial practices. This study further elaborates that lack of awareness about 

sustainability also can be a barrier. A study conducted by Rizos et al. (2016) has stated 

that as much as small-scale entrepreneurs are aware of the benefits of sustainable financial 

practices, it is challenging to adopt these practices due to lack of financial resources and 

lack of technical skills. Moreover, the study emphasizes that identifying what challenges 

and barriers arise when implementing sustainable financial practices is also necessary in 

order to address them accordingly 

 

Table 1. Literature Review  

Literature Area Findings References 

Impact of 

Sustainable 

Financial 

Practices on 

Business 

Development 

Direct Impact on Economic Growth: 

Sustainable financial practices in small-scale 

businesses directly impact the economic growth 

of a country by ensuring business sustainability 

and development  

(Malesios et 

al., 2018) 

Holistic Approach to External Fluctuations: 

Sustainable finance practices address internal 

and external environmental fluctuations, 

providing a holistic approach to business 

sustainability  

(Muhairi & 

Nobanee, 

2019) 

Indicators of Business Development: Improved 

revenue growth, market demand, customer 

loyalty, access to funding, and resilience to 

economic challenges are key indicators of 

business development through sustainable 

financial practices  

(Meng & 

Kee, 2022) 

Role of Market Conditions: Market conditions 

play a significant role in business development, 

with sustainable financial practices leading to 

revenue growth and market expansion even 

during varying market conditions  

(Feng et al., 

2017) 
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Digital Inclusion Impact: Integrating digital 

inclusion into financial sustainability positively 

impacts business development  

(Karus et al., 

2018) 

Triple Bottom Line (TBL) Connection: There is 

a positive relationship between social, 

environmental, operational practices, 

sustainability, and financial performance, 

aligning with the Triple Bottom Line 

framework  

(Durdyev et 

al., 2018) 

Future Value Generation: Businesses focusing 

on social and environmental well-being as part 

of their strategy generate future value and gain 

competitive advantage through sustainable 

financial practices  

(Breiki & 

Nobanee, 

2019) 

Risk Mitigation and Capital Budgeting: 

Effective financial management strategies, 

including risk mitigation and capital budgeting, 

are crucial for business sustainability and 

growth  

(Alkaabi & 

Nobanee, 

2019) 

Rebuilding Bankrupted Businesses: 

Sustainable financial practices can rebuild and 

ensure the growth of bankrupted businesses if 

proper financial management practices are 

adopted  

(Alhadhrami 

& Nobanee, 

2019) 

Positive Relationship: A majority of studies 

(96%) agree on a positive relationship between 

sustainability and financial performance, 

highlighting the importance of sustainable 

financial practices  

(Muhmad & 

Muhamad, 

2020) 

Challenges and 

Barriers Faced by 

Small 

Entrepreneurs in 

Implementing 

Sustainable 

Financial 

Practices for 

Business 

Development 

Impact of COVID-19 and Policy Measures: The 

COVID-19 pandemic highlighted the need for 

sustainable financial practices to navigate 

crises, and effective policy measures are crucial 

for financial sustainability  

(Lutfi et al., 

2022; Ejiogu 

et al., 2020) 

Challenges in Implementation: Small-scale 

entrepreneurs face challenges such as limited 

financial literacy, inadequate access to capital, 

regulatory complexities, cultural barriers, and 

the need for capacity building in sustainable 

business management  

(Christoph, 

2017) 

Stakeholder Management: Managing 

stakeholders is essential for achieving 

sustainability across people, planet, and profit 

dimensions  

(O'Riordan, 

2017) 
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Context-Specific Challenges: In the Colombo 

District, specific challenges like financial 

constraints, lack of awareness, regulatory 

challenges, limited resources, technical skills, 

market structure, logistic networks, and 

reluctance to adopt new technologies hinder 

sustainable financial practices  

(Meng & 

Kee, 2022; 

Rizos et al., 

2016; 

Edgeman & 

Eskildsen, 

2014; 

Hoogendoorn 

et al., 2017) 

Customer Awareness and Demand: Convincing 

customers of the value of sustainable practices 

can be challenging, especially when awareness 

or demand for sustainable products/services is 

limited in the market 

 (Chien et al., 

2021) 

Lack of Financial Resources and Awareness: 

Limited financial resources and awareness 

about sustainability are significant barriers for 

small-scale entrepreneurs in adopting 

sustainable financial practices  

(Purwandani 

& Michaud, 

2021; Rizos et 

al., 2016) 

Addressing Challenges: Identifying and 

addressing challenges and barriers are crucial 

steps in overcoming obstacles to implementing 

sustainable financial practices effectively  

(Rizos et al., 

2016) 

Source: Authors’ compilation. 

 

III. METHODOLOGY 

An inductive approach has been used to generate theories from the data collected rather 

than testing a hypothesis. The research begins with observations and aims to identify 

patterns and themes to develop a theoretical framework to examine multi-faceted 

sustainable financial practices of small-scale entrepreneurs for perceiving business 

development in Colombo District Sri Lanka. Interpretivism has focused on understanding 

the subjective meanings and social contexts behind sustainable financial practices of 

small-scale entrepreneurs in Colombo District. This paradigm interpret data, recognizing 

that different individuals may experience and perceive the same phenomenon differently. 

A qualitative methodology involved in collecting non-numerical data to gain insights into 

entrepreneurs’ feelings, behaviors and experiences related to sustainable financial 

practices on perceived business development. And under that in-depth interviews have 

been conducted with 20 selected samples from 10 different industries using purposive 

judgmental sampling method based on specific characteristics or criteria relevant to the 

research question (Nyimbili & Nyimbili, 2024). The researcher used interviewees’ 

judgment to choose individuals who are most likely to provide valuable insights into the 

phenomenon being studied. The cross-sectional design involves collecting data at a single 

point in time from a sample that represents the population of interest. In-depth interviews 

were conducted to explore participants’ perspectives and experiences in detail. These 

semi-structured interviews allowed for deep probing into topics of interest, enabling the 

researchers to gather comprehensive and nuanced data related to sustainable financial 

practices on perceived business development. Collected data have been thematically 

analyzed to generate new insights to achieve research objectives.  
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Table 2. Details of the Sample Respondents 

Source: Authors’ compilation. 

 

IV. DATA ANALYSIS AND DISCUSSION 

  

Table 3. Themes Identified  

Source: Authors’ compilation. 

 

A. Research Question 01 Analysis  

Research question one was designed to examine the impact of sustainable financial 

practices on Perceived Business Development and as per the transcripts there were five 

themes identified as below. 

 

1) Market Expansion: Eighteen respondents highlighted the positive impact of 

sustainable financial practices on market expansion for small-scale enterprises. Their 

experiences suggest that disciplined financial management allows for strategic 

investments in diverse areas, leading to growth in both revenue and market presence. 

R02 noted that their disciplined financial approach facilitated investments in 

adjacent businesses such as solar energy, marketing efforts, and new technologies like 

artificial intelligence. These investments contributed to revenue growth and market 

expansion. By diversifying their investment portfolio, they could tap into new markets 

and innovate within their industry, which ultimately enhanced their business development 

and competitive edge. 

R10 mentioned their ability to invest in a range of diversified services beyond 

their primary focus. While they are primarily in the healthcare center category, they could 

branch out into other health-related services. This diversification strategy allowed them 

Industry Number of Small-scale 

Entrepreneurs 
Respondents 

Restaurant industry 2 R01, R02 

Café and Dessert industry 2 R03, R04 

Textile industry 2 R05, R06 

Automobile industry 2 R07, R08 

Eyewear industry  2 R09, R10 

Education industry 2 R11, R112 

FMCG industry 2 R13, R14 

Logistic industry 2 R15, R16 

Healthcare industry 2 R17, R18 

Industrial goods industry 2 R19, R20 

RQ1 How does sustainable financial 

practices impact on perceived 

business development? 

RQ2 What are the challenges and 

barriers faced by small entrepreneurs in 

implementing sustainable financial 

practices for business development? 

1. Market expansion 

2. Revenue growth 

3. Improved resource management 

4. Brand recognition  

5. Overcome challenges  

1. Balancing short-term financial needs 

with long-term sustainability  

2. External environmental factors  

3. Managing stakeholder expectations  
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to serve a broader market, meeting various customer needs and increasing their market 

footprint. This approach is particularly valuable in sectors with high growth potential or 

where market conditions are favourable. 

The literature provides a theoretical framework supporting these practical 

insights. A study by Feng et al. (2017) underscores the significant role of market 

conditions in shaping firm capabilities. According to their findings, sustainable financial 

practices, which lead to revenue growth and market expansion, significantly impact on 

the perceived business development under varying market conditions. As Feng et al. 

(2017) the study highlights how firms with robust financial practices can better navigate 

different market conditions. Such practices enhance a firm's ability to capitalize on 

opportunities and mitigate risks, thus fostering business growth and expansion. 

By maintaining financial discipline, firms can build a solid foundation for 

strategic investments. This positions them to exploit new market opportunities, innovate, 

and adapt to changing market dynamics, which are crucial for sustained business 

development. The insights from respondents R02 and R10, combined with the theoretical 

framework provided by Feng et al. (2017), illustrate a clear pathway through which 

sustainable financial practices drive market expansion 

By adhering to disciplined financial practices, small-scale enterprises can 

accumulate sufficient resources to invest in diverse areas such as new technologies, 

marketing, and adjacent businesses. Strategic investments enable businesses to diversify 

their offerings and innovate. This can include expanding into related sectors (as seen with 

R10 in healthcare services) or adopting new technologies (as R02 did with solar energy 

and AI). These investments lead to revenue growth by opening new revenue streams and 

enhancing the firm’s competitive position. As businesses grow their market presence, 

they can reach new customer segments and geographic areas. 

Sustainable financial practices equip businesses to better adapt to various market 

conditions. Firms can leverage their financial stability to respond to opportunities and 

challenges, ensuring continued growth and development. 

Sustainable financial practices are a critical driver of market expansion for small-

scale enterprises. The experiences shared by respondents R02 and R10 illustrate how 

disciplined financial management facilitates strategic investments and diversification, 

leading to revenue growth and expanded market presence. This practical evidence is 

supported by the findings of Feng et al. (2017) which emphasize the importance of 

financial practices in navigating different market conditions and fostering business 

development. Together, these insights highlight the vital role of financial sustainability in 

achieving long-term growth and competitiveness for small-scale enterprises. 

 

2) Revenue Growth: Nineteen respondents emphasized that financial sustainability 

significantly influences revenue growth for small-scale businesses. Their experiences 

highlight the benefits of maintaining a disciplined financial approach: 

R02 pointed out that their disciplined financial practices enabled them to invest 

in various areas such as solar energy, marketing efforts, and new technologies like 

artificial intelligence (AI). These investments led to substantial revenue growth and 

market expansion. Specifically, their expansion into solar energy and AI investments 

enhanced their revenue streams and improved access to resources. This allowed them to 

explore new business opportunities and technologies, further driving revenue growth. 

Literature reinforces these practical insights by outlining how financial 

sustainability contributes to perceived business development. Meng and Kee (2022) 
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identify several key indicators of business development for small-scale enterprises, 

influenced by financial sustainability. The study highlights that improved revenue growth, 

enhanced market demand, increased customer loyalty, better access to funding, and 

resilience against economic challenges are critical indicators of perceived business 

development for small-scale enterprises. 

These indicators collectively reflect the overall health and growth potential of a 

business, underscoring the importance of financial sustainability. 

By combining insights from respondents and the theoretical framework provided by 

Meng and Kee (2022), we can elaborate on how financial sustainability drives revenue 

growth and business development. Respondent R02’s disciplined financial approach 

facilitated investments in solar energy and AI. According to Meng & Kee (2022), such 

investments contribute to improved revenue growth and market demand by diversifying 

revenue streams and enhancing the business's innovative capabilities. 

Investments in new technologies and marketing efforts help attract more 

customers and retain existing ones. Meng and Kee (2022) note that increased customer 

loyalty and enhanced market demand are direct outcomes of financial sustainability, as 

businesses can offer better products and services. Financial sustainability enables 

businesses to demonstrate financial health, making them more attractive to investors and 

lenders. Meng and Kee (2022) highlight that better access to funding is crucial for 

business development, allowing enterprises to undertake further investments and 

expansions. 

Financially sustainable businesses are better equipped to withstand economic downturns 

due to their disciplined financial management and diversified investments. 

Meng and Kee (2022) emphasize that resilience in the face of economic 

challenges is a significant indicator of perceived business development, as it ensures long-

term sustainability and growth. Financial sustainability plays a pivotal role in driving 

revenue growth and overall business development for small-scale enterprises. Respondent 

R02’s experience illustrates how disciplined financial practices and strategic investments 

in areas like solar energy and AI can lead to significant revenue growth and market 

expansion. This practical evidence aligns with the findings of Meng and Kee (2022), 

which highlight improved revenue growth, enhanced market demand, increased customer 

loyalty, better access to funding, and resilience against economic challenges as key 

indicators of business development. Together, these insights underscore the importance 

of financial sustainability in achieving long-term growth and competitiveness for small-

scale enterprises. 

 

3) Improved Resource Management: Ten respondents have shared that sustainable 

financial practices have significantly enhanced their resource management: R02 

highlighted that not holding high inventory and using a few skilled employees have 

supported their business growth. By avoiding excess inventory, R02's business minimizes 

storage costs, reduces waste, and improves cash flow. Employing a smaller, more skilled 

workforce increases productivity and operational efficiency, allowing the business to 

achieve more with fewer resources. 

R17 mentioned that these strategies have facilitated better access to resources 

needed for business operations. Sustainable financial practices ensure that resources are 

used effectively and efficiently, making it easier for businesses to access and allocate the 

necessary resources for their operations. Although there is no specific literature directly 



3rd International Conference on Sustainable & Digital Business (ICSDB) 2024 

75 

 

supporting this theme, the practical benefits outlined by the respondents highlight the 

effectiveness of sustainable financial practices in resource management 

Maintaining low inventory levels reduces storage costs and minimizes the risk of 

obsolescence or waste. This approach frees up capital that can be invested in other areas 

of the business. Lower inventory levels improve cash flow by reducing the amount of 

money tied up in stock. This allows the business to use its financial resources more 

effectively. Employing a smaller, highly skilled workforce ensures that employees are 

more productive and efficient. Skilled workers can perform tasks more effectively, 

leading to better overall performance. By focusing on a lean team of skilled employees, 

businesses can reduce labor costs while maintaining high levels of performance and 

quality. 

Sustainable financial practices promote the efficient use of resources, ensuring 

that every dollar spent contributes to the business's growth and sustainability. With 

improved resource management, businesses can better access and allocate the necessary 

resources for their operations, facilitating smoother and more efficient processes. By 

integrating the insights from respondents, we can draw a more comprehensive 

understanding of how sustainable financial practices improve resource management. 

Businesses that maintain low inventory levels reduce unnecessary costs and enhance cash 

flow, providing more financial flexibility to invest in growth opportunities. 

Employing a smaller, skilled workforce ensures high productivity and efficiency, 

reducing labor costs while maintaining or improving output quality. Sustainable financial 

practices enable businesses to allocate resources more effectively, ensuring that each 

investment contributes to the overall growth and sustainability of the business. 

Sustainable financial practices significantly enhance resource management for small-

scale enterprises, as evidenced by the insights from respondents. While there may be a 

lack of specific literature directly supporting this theme, the practical benefits are clear. 

Strategic inventory management, optimized workforce utilization, and effective resource 

allocation are key aspects of sustainable financial practices that contribute to business 

growth and efficiency. By adopting these practices, businesses can ensure better resource 

management, leading to improved operational performance and long-term sustainability. 

 

4) Brand Recognition: Fourteen respondents emphasized that adopting sustainable 

financial practices has positively impacted their brand recognition. R04 noted that 

sustainable financial practices have a positive influence on customer inflow, brand 

perception, and revenue growth through an enhanced brand image.By implementing 

sustainable practices, R04's business has been able to attract more customers, improve 

how the brand is perceived, and drive revenue growth, all contributing to a stronger brand 

image. 

R18 highlighted that sustainable practices contribute to steady growth, customer 

loyalty, and a positive reputation in the market. These practices not only support 

consistent business growth but also build customer loyalty and a favorable market 

reputation, which are crucial for long-term success and brand strength. 

R07 declared that sustainable financial practices lead to positive outcomes such 

as brand recognition, good governance, and ease of access to financial facilities. 

The adoption of sustainable practices enhances brand recognition and governance, 

making it easier for the business to access financial facilities due to its reputable standing. 

Sustainable financial practices improve brand recognition by fostering trust, reliability, 

and a positive public image. Here’s how these practices contribute to brand enhancement. 
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Customers are increasingly looking for businesses that operate sustainably and ethically. 

Sustainable financial practices signal to customers that the business is responsible and 

trustworthy, attracting a larger customer base. 

These practices enhance how brand is perceived in the market. A business known 

for its sustainability efforts is viewed more favorably by customers, investors, and 

partners, leading to an improved brand image. Sustainable practices build customer 

loyalty. When customers see that a business is committed to ethical practices, they are 

more likely to become repeat customers and advocate for the brand. Consistent 

implementation of sustainable practices supports steady business growth by fostering a 

loyal customer base and attracting new customers who value sustainability.  

A positive market reputation is a powerful asset. Businesses known for their 

sustainable practices are respected in their industry and by their stakeholders, which can 

lead to increased opportunities and partnerships. Good governance and a strong reputation 

make it easier for businesses to access financial facilities. Lenders and investors are more 

likely to support businesses with sustainable practices, viewing them as lower risk and 

more likely to succeed long-term. 

Combining the insights from respondents, we can further understand the 

multifaceted impact of sustainable financial practices on brand recognition. Sustainable 

financial practices attract more customers by signaling responsibility and trustworthiness. 

Improved brand perception enhances the overall image of the business, making it more 

appealing to a broader audience. Sustainable practices foster customer loyalty, ensuring 

a steady revenue stream and promoting word-of-mouth marketing. These practices 

support consistent growth by maintaining a loyal customer base and drawing in new 

customers. 

A positive market reputation, built on sustainable practices, opens doors to new 

opportunities and partnerships. Good governance and strong brand recognition facilitate 

easier access to financial facilities, aiding in the business's expansion and sustainability. 

Sustainable financial practices significantly enhance brand recognition for small-scale 

enterprises. Respondents have highlighted how these practices positively influence 

customer inflow, brand perception, revenue growth, customer loyalty, market reputation, 

and access to financial facilities. By adopting sustainable financial practices, businesses 

can build a strong, reputable brand that attracts and retains customers, supports steady 

growth, and opens new opportunities for financial and operational success. These insights 

underscore the importance of sustainability in not only achieving immediate business 

goals but also in securing long-term competitiveness and market presence. 

 

5) Overcome Challenges: Twelve respondents emphasized that adopting sustainable 

financial practices helps businesses remain resilient and overcome challenges during 

tough times: R06 highlighted that sustainable financial practices contribute to employee 

satisfaction, trust in the company's stability, and resilience during economic challenges 

like the COVID-19 pandemic. These practices helped the business endure the economic 

downturn caused by COVID-19 by fostering a stable and trustworthy environment. 

Employee satisfaction and trust in the company's stability were crucial for maintaining 

operations and morale during the crisis. 

R10 mentioned that during challenging times like COVID-19, marketing 

strategies were employed to boost sales and increase cash inflow as part of their 

sustainable financial management methods. Implementing adaptive marketing strategies 
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as part of their sustainable financial practices helped maintain cash flow and support 

business operations during the economic downturn. 

The study conducted by Feng et al. (2017) and Meng and Kee (2022) provides 

additional insights into the benefits of sustainable financial practices. Feng et al. (2017) 

the study identified the role of market conditions on firm capabilities and confirmed that 

sustainable financial practices, resulting in revenue growth and market expansion, 

significantly impact Perceived Business Development during different market conditions. 

Sustainable financial practices enhance a firm's ability to adapt to varying market 

conditions, driving business development even during challenging times. Improved 

revenue growth, enhanced market demand, increased customer loyalty, better access to 

funding, and resistance in the face of economic challenges are indicators of Perceived 

Business Development for small-scale enterprises. 

Sustainable financial practices contribute to these indicators, helping businesses 

navigate economic challenges more effectively. Sustainable financial practices offer 

several practical benefits that help businesses guard against challenges. By maintaining 

sustainable financial practices, businesses can create a stable and trustworthy 

environment for employees. This fosters employee satisfaction and loyalty, which are 

crucial during economic downturns. 

A stable and satisfied workforce is more likely to contribute to the business's 

resilience, helping it weather economic challenges more effectively. Implementing 

adaptive marketing strategies as part of sustainable financial practices helps maintain cash 

flow during tough times. For example, during COVID-19, businesses that adapted their 

marketing efforts to suit the new market conditions were better able to sustain their 

operations. These strategies can help increase cash inflow, ensuring that the business has 

the necessary funds to navigate economic downturns. 

Sustainable financial practices contribute to revenue growth and market 

expansion, which are key indicators of Perceived Business Development. This helps 

businesses remain competitive and resilient during various market conditions. Customer 

Loyalty: Sustainable financial practices build customer loyalty by demonstrating the 

business’ commitment to ethical and responsible operations. Loyal customers are more 

likely to continue supporting the business during tough times. 

Businesses with strong sustainable practices are often viewed more favorably by 

lenders and investors, making it easier to access funding during economic challenges. By 

integrating the insights from respondents with the supporting literature, we can gain a 

comprehensive understanding of how sustainable financial practices help businesses 

guard against challenges and navigate difficult times. 

Sustainable practices contribute to a stable and trustworthy work environment, 

enhancing employee satisfaction and resilience during economic downturns. 

Implementing adaptive marketing strategies as part of sustainable financial practices 

helps maintain cash flow and support business operations during challenging times. 

Sustainable financial practices drive revenue growth and market expansion, contributing 

to Perceived Business Development and helping businesses remain competitive during 

various market conditions. 

Building customer loyalty and gaining better access to funding through 

sustainable practices provide businesses with the necessary support to overcome 

economic challenges. Sustainable financial practices play a crucial role in helping 

businesses guard against challenges and navigate difficult times. Insights from 

respondents and supporting literature highlight the practical benefits of these practices, 



3rd International Conference on Sustainable & Digital Business (ICSDB) 2024 

78 

 

including employee satisfaction, adaptive marketing strategies, revenue growth, market 

expansion, increased customer loyalty, and better access to funding. By adopting 

sustainable financial practices, businesses can enhance their resilience and stability, 

ensuring long-term success and competitiveness even in the face of economic challenges. 

This study lies in its examination of the impact of sustainable financial practices on 

perceived business development specifically within the context of small-scale enterprises 

in Colombo District. Several aspects of this study contribute to its uniqueness. 

The study focuses on small-scale entrepreneurs in a localized setting (Colombo 

District), offering tailored insights into how sustainable financial practices influence 

business development in this specific geographical and economic context. This provides 

granular data that may not have been explored in broader studies. The study integrates 

firsthand qualitative data from entrepreneurs (through interview transcripts) with 

established theoretical frameworks, such as those by Feng et al. (2017) and Meng and 

Kee (2022). This dual approach ensures the research not only captures real-world 

experiences but also aligns these with broader theoretical constructions, creating a more 

comprehensive understanding. 

The research identifies five critical themes—market expansion, revenue growth, 

improved resource management, brand recognition, and overcoming challenges—as 

direct outcomes of sustainable financial practices. These themes provide a structured way 

to understand how financial sustainability affects different aspects of business 

development. While financial sustainability is often studied in the context of large 

corporations or environmental sustainability, this study highlights its role as a strategic 

driver for small-scale enterprises in resource-constrained environments. It emphasizes 

how disciplined financial management, innovation, and diversification can lead to 

tangible business growth. 

By interviewing small-scale entrepreneurs, the study offers practical examples of 

how financial sustainability enables businesses to innovate, diversify, and overcome 

challenges. This adds a level of detail and applicability that can inform policy, 

entrepreneurship training, and business strategies. The study also demonstrates how 

sustainable financial practices contribute to non-financial outcomes like brand 

recognition and resilience, areas that are often less emphasized in financial literature. This 

broadens the understanding of how financial decisions can impact intangible assets and 

long-term competitiveness. 

 

B. Research Question 02 Analysis 

Research question two was designed to explore the challenges and barriers faced by small 

entrepreneurs in implementing sustainable financial practices for Perceived Business 

Development and identified themes were as below.  

Balancing short-term financial needs with long-term sustainability External 

Environmental Factors  

Managing stakeholder expectations 

 

1) Balancing Short-Term Financial Needs with Long-Term Sustainability: Fifteen 

respondents identified balancing short-term financial needs with long-term sustainability 

as a significant challenge when adopting sustainable financial practices: 

R13 mentioned that challenges include balancing short-term needs with long-

term sustainability, regulatory compliance, and funding constraints. 
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This highlights the difficulty businesses face in dealing with immediate financial 

pressures while simultaneously investing in practices that ensure long-term sustainability 

and compliance with regulations. 

R06 echoed similar concerns, stating that balancing short-term financial needs 

with long-term sustainability, regulatory compliance, and funding constraints are major 

challenges. They emphasized that strategies to address these challenges involve strategic 

planning, stakeholder communication, and proactive measures for compliance and 

funding. 

This indicates that a comprehensive approach, involving careful planning and 

effective communication with stakeholders, is essential to navigate the complexities of 

balancing short-term and long-term financial goals. 

Balancing short-term financial needs with long-term sustainability presents several 

practical challenges for businesses. Cash Flow Management: Businesses often face 

immediate financial pressures, such as managing cash flow, meeting payroll, and paying 

suppliers. These short-term needs can sometimes take precedence over long-term 

sustainability investments. 

High operational costs, especially in periods of economic uncertainty, can make 

it difficult to allocate resources to sustainable practices. Sustainable practices often 

require significant upfront investment, whether in new technologies, training, or 

infrastructure. Balancing these costs with the need to maintain short-term financial health 

is a critical challenge. 

The benefits of sustainable practices, such as cost savings from energy efficiency 

or improved brand reputation, often accrue over the long term, making it challenging to 

justify the initial expenditure when short-term needs are pressing. Keeping up with 

evolving regulations requires ongoing investment and adaptation, which can strain short-

term financial resources. 

Businesses need to adopt proactive measures to ensure compliance, which may 

include legal consultations, system upgrades, and staff training. Securing funding for 

sustainable initiatives can be challenging, particularly for small-scale enterprises. Limited 

access to capital can hinder the implementation of long-term sustainability projects. 

Businesses must strategically allocate limited resources to balance short-term financial 

stability with long-term sustainability goals. 

Develop integrated plans that align short-term financial objectives with long-term 

sustainability goals. This involves setting clear priorities, timelines, and measurable 

targets. Use scenario analysis to anticipate potential financial pressures and plan, 

accordingly, ensuring that both short-term and long-term needs are considered. Maintain 

transparent communication with stakeholders, including employees, investors, and 

customers, about the company’s sustainability goals and the challenges involved in 

balancing them with short-term needs. Engage stakeholders in the planning process to 

gain their support and understanding, which can help in securing funding and managing 

expectations. 

Implement continuous monitoring systems to stay ahead of regulatory changes 

and ensure ongoing compliance without last-minute financial strains. Develop risk 

management strategies to address potential regulatory changes and their financial 

implications, ensuring that the business can remain compliant while managing costs 

effectively. Focus on cost management strategies, such as optimizing operational 

efficiency and reducing waste, to free up resources for sustainable investments. Explore 

diversified funding sources, including grants, green financing, and partnerships, to 
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support sustainability initiatives without compromising short-term financial stability. 

Implement sustainable practices incrementally, starting with low-cost or high-impact 

initiatives that can demonstrate immediate benefits and build momentum for larger 

investments. Conduct pilot projects to test the viability and impact of sustainable practices 

on a smaller scale before committing significant resources. 

Balancing short-term financial needs with long-term sustainability is a complex 

but essential challenge for businesses. While there is limited literature directly supporting 

this theme, the insights from respondents highlight the practical difficulties and necessary 

strategies to address this issue. Through strategic planning, effective stakeholder 

communication, proactive compliance measures, prudent financial management, and 

incremental implementation, businesses can navigate the tension between immediate 

financial pressures and long-term sustainability goals, ensuring resilience and growth in 

the face of evolving challenges. 

 

2) External Environmental Factors:  Fifteen respondents have identified external 

environmental factors as significant challenges or barriers to adopting sustainable 

financial practices: R01 noted that macro-economic factors, such as economic conditions 

and governmental policies, pose challenges to adopt sustainable financial practices. 

However, they did not identify any specific barriers beyond these macro factors. This 

highlights the broad and pervasive nature of macro-economic factors that influence 

businesses' ability to implement sustainable practices. 

R19 mentioned that market uncertainties and funding constraints are external 

factors that pose challenges to implementing sustainable financial practices. These 

challenges require proactive strategies and financial prudence to overcome. 

This emphasizes the importance of strategic planning and financial management in 

navigating external challenges. Literature adds context to these challenges by 

highlighting the role of various external environmental factors. Factors such as 

urbanization, technological advancements, government policies, and market dynamics 

shape the landscape of financial sustainability for businesses. These factors create an 

environment that businesses must navigate carefully to adopt sustainable financial 

practices Meng and Kee (2022). External environmental factors present several practical 

challenges for businesses aiming to adopt sustainable financial practices. Fluctuations in 

economic conditions, such as inflation, recession, or economic growth, can impact 

businesses' financial stability and their ability to invest in sustainable practices. During 

economic downturns, businesses may prioritize short-term survival over long-term 

sustainability investments, leading to a delay in adopting sustainable practices. 

Frequent changes in government policies and regulations can create uncertainty 

for businesses. Compliance with new regulations often requires additional resources and 

adjustments in business operations. Lack of supportive government policies or incentives 

for sustainability can hinder businesses' efforts to implement sustainable financial 

practices. 

Unpredictable market conditions, such as fluctuations in demand, supply chain 

disruptions, or competitive pressures, can affect businesses' financial planning and 

sustainability efforts. Access to funding is crucial for investing in sustainable practices. 

External factors such as tight credit markets or lack of investor interest in sustainability 

can limit businesses' ability to secure necessary funds. Rapid urbanization can lead to 

increased operational costs, such as higher rents and wages, which can strain businesses' 

financial resources and their capacity to invest in sustainability. Keeping up with 
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technological advancements requires significant investment. Businesses need to balance 

these costs with their sustainability goals, which can be challenging in the face of financial 

constraints. 

To overcome these external environmental challenges, businesses can adopt 

several strategies. Engage in scenario planning to anticipate and prepare for potential 

economic and market fluctuations. This helps businesses develop contingency plans and 

allocate resources more effectively. Diversify revenue streams and markets to mitigate 

the impact of economic volatility and market uncertainties. A diversified portfolio can 

provide stability and reduce reliance on a single source of income. Actively engage with 

policymakers to advocate for supportive regulations and incentives that promote 

sustainable practices. Businesses can join industry groups or coalitions to amplify their 

voice. Develop robust systems to monitor and comply with regulatory changes promptly. 

This minimizes disruptions and ensures continuous adherence to sustainability goals. 

Implement cost-efficient measures to optimize operations and reduce waste. 

Efficient resource management frees up funds for sustainability investments. Explore 

alternative funding sources such as grants, green financing, and partnerships with 

organizations that support sustainability. This can alleviate funding constraints and 

provide the necessary capital for sustainable projects. Adoption of Sustainable 

Technologies: Invest in technologies that enhance sustainability, such as energy-efficient 

systems, renewable energy sources, and waste reduction technologies. These investments 

can lead to long-term cost savings and operational efficiency. Innovate business models 

to incorporate sustainability at the core. For example, adopting circular economy 

principles or offering sustainable products and services can create new revenue streams 

and strengthen market position. 

External environmental factors, including economic conditions, government 

policies, market dynamics, urbanization, and technological advancements, pose 

significant challenges to adopt sustainable financial practices. Insights from respondents 

and supporting literature highlight the pervasive impact of these factors on businesses' 

sustainability efforts. By engaging in proactive strategic planning, advocating supportive 

policies, managing resources prudently, and leveraging technology and innovation, 

businesses can navigate these challenges and achieve long-term financial sustainability. 

These strategies enable businesses to balance immediate financial needs with their 

commitment to sustainability, ensuring resilience and growth in a dynamic external 

environment. 

 

3) Managing Stakeholder Expectations: Sixteen respondents have highlighted the 

difficulties of managing stakeholder expectations as a critical challenge when adopting 

sustainable financial practices. R14 mentioned that managing customer expectations was 

a significant challenge. This highlights the need to balance customer demands with the 

principles of sustainability. R03 suggested that overcoming these obstacles requires 

strategic planning, effective stakeholder communication, and seeking innovative funding 

solutions. This indicates that clear communication and strategic initiatives are essential 

to align stakeholder expectations with sustainable goals. R12 shared a specific instance 

where they chose integrity over immediate sales by sending customers away when they 

didn't need a battery. This practice initially faced resistance from employees who were 

concerned about losing sales. 

R12’s approach underscores the long-term benefits of maintaining integrity and 

sustainability, even if it means short-term losses. This also illustrates the challenge of 
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getting employees on board with sustainable practices that might initially seem 

detrimental to business. The literature supports the importance of managing stakeholder 

expectations in achieving sustainability as O'Riordan emphasizes that managing 

stakeholder expectations is crucial for achieving sustainability. Effective stakeholder 

management aligns with the principles of sustainability by balancing the interests of 

people, planet, and profit. This alignment helps businesses achieve long-term 

sustainability goals by fostering trust and cooperation among stakeholders, including 

customers, employees, investors, and the community. 

Managing stakeholder expectations involves addressing the concerns and 

interests of various groups while maintaining a commitment to sustainable practices. 

Customers often have high expectations regarding product quality, availability, and cost. 

Sustainable practices may sometimes conflict with these expectations, such as when 

ethical considerations lead to rejecting a sale, as seen in R02's example. Clearly 

communicate the reasons behind sustainable practices and their long-term benefits to 

customers. Transparency can help build trust and loyalty. Educate customers about the 

importance of sustainability and how their choices contribute to broader environmental 

and social goals. Engaging customers through sustainability initiatives can foster a sense 

of shared purpose. Employees may resist changes that seem to jeopardize immediate 

business interests, such as losing sales due to ethical practices. 

Provide training to help employees understand the importance of sustainable 

practices and how they contribute to the company’s long-term success. Recognize and 

reward employees who embrace and promote sustainable practices. Incentives can 

motivate employees to support the company's sustainability goals. 

Investors often seek quick returns on investment, which can conflict with the long-term 

nature of sustainability initiatives. Clear Value Proposition: Articulate the long-term 

financial benefits of sustainable practices, risk mitigation, enhanced brand reputation, and 

customer loyalty. Use sustainability metrics to demonstrate the tangible benefits of 

sustainable practices. This can help convince investors of the long-term value of 

sustainability. 

Balancing regulatory compliance with community expectations and sustainable 

goals can be complex. Community Engagement: Actively engage with the community to 

understand their expectations and involve them in sustainability initiatives. This can 

enhance the company’s reputation and foster goodwill. Stay ahead of regulatory changes 

by implementing proactive measures that align with both compliance requirements and 

sustainability goals. Managing stakeholder expectations is a critical challenge in adopting 

sustainable financial practices. Insights from respondents and supporting literature 

highlight the importance of strategic planning, effective communication, and aligning 

stakeholder interests with sustainability goals. By fostering transparency, educating 

stakeholders, providing incentives, and engaging with the community, businesses can 

navigate these challenges and achieve long-term sustainability. This balanced approach 

not only addresses immediate concerns but also builds a foundation for sustainable 

growth and resilience in the face of changing external environments. 

This study lies in its exploration of the unique and multi-faceted challenges faced 

by small entrepreneurs in implementing sustainable financial practices for business 

development, particularly within the specific context of Colombo District. Several factors 

contribute to the distinctiveness of this research: Focus on Small-Scale Entrepreneurs in 

a Developing Context: This study sheds light on small-scale entrepreneurs in the 

Colombo District, a region within a developing economy, and the particular difficulties 
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they encounter. While many studies focus on sustainability in large corporations or 

developed economies, this research highlights how small businesses in emerging markets 

balance sustainability and immediate financial needs, which is an underexplored area. 

Integration of Short-Term vs. Long-Term Sustainability Tension: The study 

contributes a nuanced understanding of how small businesses struggle to balance short-

term financial pressures with the need for long-term sustainability. This tension is critical, 

particularly for entrepreneurs operating with limited financial resources. Unlike studies 

that focus only on either short-term financial gains or long-term sustainability, this 

research uncovers the complex trade-offs entrepreneurs make between the two. 

While previous studies acknowledge the impact of macroeconomic factors and 

government policies on businesses, this study uniquely emphasizes how these external 

environmental factors specifically hinder the adoption of sustainable financial practices 

in small businesses. The focus on how small entrepreneurs navigate challenges like 

economic uncertainty, market dynamics, and urbanization presents novel insights into 

external influences. 

The exploration of stakeholder expectations, particularly in the context of small-

scale entrepreneurship, is a relatively new approach. This research reveals how small 

business owners must manage conflicting expectations from customers, employees, 

investors, and regulators, adding a layer of complexity that is rarely explored in the 

sustainability discourse. For example, balancing ethical integrity with customer demands, 

as illustrated in the respondents’ narratives, shows the internal tensions businesses face. 

The study’s emphasis on practical solutions, such as incremental implementation of 

sustainable practices, proactive regulatory compliance, and strategic planning tailored for 

small businesses, offers actionable insights. These practical strategies help to address real-

world barriers that small entrepreneurs face in a developing country setting, adding 

practical value to the theoretical understanding of sustainability in business. 

 

C. Discussion 

The findings of this study highlight the significant impact of sustainable financial 

practices on perceived business development among small-scale entrepreneurs in the 

Colombo District. The thematic analysis revealed that sustainable financial practices 

contribute positively to market expansion, revenue growth, improved resource 

management, and brand recognition, while also aiding in overcoming business challenges. 

However, entrepreneurs face considerable obstacles, including balancing short-term 

financial needs with long-term sustainability, dealing with external environmental factors, 

and managing stakeholder expectations. 

Market expansion emerged as a prominent theme, with entrepreneurs 

emphasizing that disciplined financial practices enabled them to invest in new markets 

and technologies, thereby driving growth. This finding aligns with existing literature 

which states that sustainable financial practices can enhance firm capabilities and market 

conditions (Feng et al., 2017). Similarly, the positive impact on revenue growth, as 

indicated by the respondents, corroborates Meng and Kee (2022), who identified revenue 

growth and increased customer loyalty as indicators of perceived business development. 

Improved resource management, though less discussed in literature, was highlighted by 

several respondents as a benefit of sustainable financial practices. This finding 

underscores the importance of efficient resource utilization in sustaining business 

operations. Brand recognition was also identified as a significant outcome, with 
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entrepreneurs noting that sustainable practices enhance customer loyalty and reputation, 

aligning with findings by Piñeiro et al. (2020). 

The study also illuminated the challenges small-scale entrepreneurs face in 

implementing sustainable financial practices. Balancing short-term financial needs with 

long-term sustainability was a recurrent theme, highlighting the difficulty in maintaining 

financial stability while pursuing sustainable goals. This challenge is exacerbated by 

external environmental factors such as economic conditions and government policies, as 

noted by respondents and supported by Meng and Kee (2022). 

Managing stakeholder expectations was another critical barrier, with entrepreneurs 

struggling to align their sustainable practices with stakeholder demands. This finding 

resonates with O'Riordan (2017), who emphasized the importance of stakeholder 

management in achieving sustainability. 

Overall, the insights gained from this study suggest that while sustainable 

financial practices are beneficial for business development, they require strategic 

planning, effective communication, and innovative funding solutions to overcome the 

associated challenges. Policymakers and stakeholders can use these findings to develop 

supportive measures that enhance the adoption of sustainable financial practices among 

small-scale entrepreneurs, thereby fostering long-term business growth and resilience. 

Market Expansion and Revenue Growth 

The study found that sustainable financial practices, such as disciplined financial 

management and strategic investments, contribute to market expansion and revenue 

growth for small-scale businesses. Entrepreneurs noted that by adopting sustainable 

practices, they were able to diversify into new markets and innovate within their 

industries. This finding aligns with literature suggesting that financial sustainability 

enhances a firm's ability to capitalize on opportunities (Feng et al., 2017). However, the 

challenge lies in securing initial capital for these investments, as small businesses often 

face funding constraints, limiting their ability to fully explore new markets. 

 

1) Improved Resource Management: Improved resource management was another key 

outcome of sustainable financial practices, with respondents citing benefits such as 

reduced waste, better cash flow, and increased productivity through workforce 

optimization. This finding underscores the importance of efficient resource allocation, 

which helps small businesses operate leaner and more effectively. However, literature 

provides limited direct support for this theme in small businesses, indicating a gap that 

future studies could address, especially in exploring how low inventory and lean practices 

contribute to long-term financial sustainability. 

 

2) Brand Recognition: Many entrepreneurs experienced enhanced brand recognition due 

to sustainable practices, leading to increased customer loyalty and a stronger reputation. 

This outcome is well-supported by existing literature, which highlights how sustainability 

boosts a company’s ethical standing and customer trust (Piñeiro et al., 2020). The critical 

challenge here is convincing customers and stakeholders of the value of sustainability, 

particularly in markets where awareness and demand for sustainable products may still 

be growing. 

 

3) Overcoming Challenges: Sustainable financial practices were also found to help 

businesses overcome challenges, such as economic downturns and operational crises, by 

providing a more stable financial foundation. This aligns with the notion that financial 
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discipline fosters resilience. However, small entrepreneurs still struggle to balance short-

term financial needs with long-term sustainability, a key issue not fully addressed in 

current literature. The upfront costs and time delays in realizing sustainability benefits 

often deter businesses from fully committing to these practices. 

 

4) Rationale for Findings: The findings reflect the inherent trade-offs and constraints 

faced by small businesses in resource-constrained environments like the Colombo District. 

While sustainable financial practices offer clear long-term benefits, funding limitations, 

external pressures, and the need for short-term financial stability complicate their 

implementation. Entrepreneurs must carefully strategize to reap the rewards of 

sustainability without compromising immediate business needs. These findings 

emphasize the need for tailored support such as accessible financing and capacity-

building to foster sustainable growth in small enterprises 

 

V. CONCLUSION AND RECOMMENDATIONS 

This study explored the impact of sustainable financial practices on perceived business 

development and the challenges small entrepreneurs in the Colombo District face when 

implementing these practices. The findings show that sustainable financial practices 

significantly contribute to market expansion, revenue growth, improved resource 

management, and brand recognition, while also helping businesses to overcome 

challenges such as economic downturns. These results align with existing literature that 

highlights the role of sustainable financial practices in fostering long-term business 

growth and resilience (Feng et al., 2017; Malesios et al., 2018; Meng & Kee, 2022). 

However, the research also identified key barriers faced by small entrepreneurs, 

including the difficulty of balancing short-term financial needs with long-term 

sustainability, external environmental factors (such as government policies and economic 

conditions), and managing stakeholder expectations. These challenges are consistent with 

findings in previous studies, which emphasize the importance of strategic planning, 

financial literacy, and effective stakeholder management for achieving sustainability 

(Christoph, 2017; Rizos et al., 2016). 

In summary, while sustainable financial practices offer significant benefits for 

small-scale entrepreneurs, overcoming these barriers requires comprehensive strategies, 

including proactive planning, diversified funding, and open communication with 

stakeholders. These findings provide valuable insights for policymakers, business owners, 

and scholars to develop supportive frameworks that enhance financial sustainability and 

long-term business development in small-scale enterprises. 

To enhance the effectiveness of sustainable financial practices, it is essential for 

entrepreneurs to engage in strategic planning, maintain open communication with 

stakeholders, and seek innovative funding solutions. Policymakers should consider these 

insights to create a supportive environment that facilitates the adoption of sustainable 

financial practices, ultimately contributing to the economic growth and resilience of 

small-scale businesses in the Colombo District. 

Future research can build on these findings by exploring the long-term impacts 

of sustainable financial practices and examining the role of digital technologies and policy 

interventions in supporting small-scale entrepreneurs. Additionally, comparative studies 

across different regions and industries can provide a broader perspective on the challenges 

and benefits of sustainable financial practices in various contexts. 
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By addressing these areas, future research can further elucidate the complexities of 

sustainable financial management and offer actionable recommendations for enhancing 

the financial sustainability and business development of small-scale enterprises  

 
VI. LIMITATIONS AND FUTURE WORK 

Based on the findings of this study on examining sustainable financial practices among 

small-scale entrepreneurs in the Colombo District, the following recommendations are 

proposed to enhance the adoption and effectiveness of these practices: 

• Workshops and Seminars: Organize regular workshops and seminars focused on 

financial literacy, sustainable financial management, and strategic planning. These 

should cover topics such as cost control, efficient inventory management, and 

diversification of investments.  

• Educational Materials: Develop and distribute educational materials, including 

guides, manuals, and online courses, to provide entrepreneurs with practical 

knowledge and skills.  

• Microfinance and Green Finance Options: Promote the availability and accessibility 

of microfinance and green finance options tailored to small-scale entrepreneurs. 

Financial institutions should design products that cater to the specific needs of these 

businesses.  

• Incentivize Sustainable Practices: Implement tax incentives and other benefits for 

businesses that adopt sustainable financial practices. This can motivate more 

entrepreneurs to incorporate sustainability into their operations. 

• Entrepreneur Networks: Establish networks and forums where entrepreneurs can 

share best practices, experiences, and innovative solutions related to sustainable 

financial management. These platforms can facilitate peer learning and collaboration. 

• Public-Private Partnerships: Encourage public-private partnerships to support 

sustainable entrepreneurship. Collaborative efforts between the government, private 

sector, and non-profit organizations can provide resources, expertise, and mentorship 

to small-scale entrepreneurs.  

• Digital Financial Management Tools: Promote the use of digital tools and software 

for financial management. These tools can help entrepreneurs streamline their 

operations, track expenses, and make data-driven decisions. E-commerce and Digital 

Marketing: Support entrepreneurs in leveraging e-commerce platforms and digital 

marketing strategies to expand their market reach and enhance business performance. 

• Sector-Specific Initiatives: Design support programs tailored to the unique needs of 

different industries. Sector-specific initiatives can address the distinct challenges and 

opportunities faced by entrepreneurs in various fields.  

• Mentorship and Advisory Services: Provide mentorship and advisory services to 

guide entrepreneurs in implementing sustainable financial practices. Experienced 

mentors can offer valuable insights and support for business development.  
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