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Abstract 



Aims: This study aims to investigate the adoption of environmental sustainability practices as predictor of financial performance.
Study design: This study employs a systematic review methodology to synthesize SME’s research on adopting environmental sustainability practices as predictor of financial performance. 
Place and Duration of Study: This study was conducted in Bacolod City for two months (March and April 2025).
Methodology: Peer-reviewed articles focusing on environmental sustainability practices indicators such energy usage, water usage, chemical usage and waste management as predictor of financial performance across various indicators such as revenue, cost and profit. These reviews examine the impact of implementing of environmental sustainability practices and how these affect the financial performance of SMEs in Bacolod City. 
Results: The review reveals significant variations in the adaptation of environmental sustainability practices influenced by indicators such as energy usage, water usage, chemical usage and waste management as predictor of financial performance with such indicator of revenue, cost and profit. Adopting environmental sustainability practices have a significant positive impact that would increase and enhance financial performance among small and medium enterprises. But also, the study reveals challenges that hinders the integration of sustainability initiatives such as limited resources, knowledge and information gap, inadequate government support, regulatory burden and compliance costs, and cultural and operation constraints. This analysis shows how effective highlights how effective implementation leads to enhanced environmental obligation and financial performance. 
Conclusion: Environmental sustainability practices adoption is highly recommended. Specific environmental sustainability practices are crucial for successful implementation. Collaborative efforts and strategic planning of integration of practices are essential for enhancing financial performance and achieve long term sustainability profitability and success.
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1. INTRODUCTION

In the sphere of sustainability, where the well-being of current and future generations is paramount, the environmental pillar is considered fundamental. A healthy environment is a prerequisite for achieving long-term economic and social well-being, as it sustains the essential resources and systems upon which human life depends (Kumar, 2024). In addition, a more nuanced interpretation recognizes a hierarchy among the three pillars of sustainability, rather than viewing them as equal. In this perspective, the economic and social pillars are nested within the environmental dimension, highlighting that both depend fundamentally on the health and limits of the natural environment (Simon, 2024a). Environmental sustainability practices include clearly defined indicators such as carbon footprint, energy consumption, waste management, water usage, and biodiversity (Tuset, 2024; Chen & Cheng, 2021; Greengage Solutions, 2024a; Sustainability: A Comprehensive Foundation, 2025).
Achieving environmental sustainability requires a comprehensive and integrated approach that includes key elements such as mitigating climate change, preserving biodiversity, maintaining air and water quality, reducing waste and pollution, and enhancing quality of life and social equity (and, 2024a); Greengage Solutions, 2024b). These factors are of paramount importance due to their compounded effects on environmental sustainability. Firstly, environmental sustainability practices ensure the mitigation of climate change by promoting the use of renewable energy sources, which help reduce the carbon footprint caused by greenhouse gas emissions which are key drivers of global warming and increasingly frequent extreme weather events (and, 2024b). Moreover, these practices support the preservation of biodiversity by discouraging illegal activities that threaten ecosystems and species (and, 2024c). In addition, environmental sustainability efforts improve air and water quality, which directly benefits human health (CleanHub, 2024). Furthermore, they encourage proper waste management and the reduction of emissions that contribute to pollution prioritizing green practices (Simon, 2024b; and, 2024d). Finally, effective environmental sustainability practices enhance quality of life and promote social equity by ensuring equal access to clean water, nutritious food, healthcare, education, and economic opportunities enabling everyone to thrive on a safe and sustainable planet, (and, 2024e).
Environmental sustainability practices are increasingly recognized as predictors of financial performance, demonstrating a positive relationship when corporate sustainability is effectively integrated. Small and medium enterprises (SMEs) play a crucial role in promoting sustainability, especially as consumers become increasingly conscious about the environmental impact of their purchases and the companies they support. By prioritizing the needs and values of environmentally aware customers, SMEs can enhance their competitiveness and strengthen their reputation in the market (Rawlinson, 2024). According to the empirical study of Pham et al. (2021) on the impact of sustainability practices on financial performance Sweden shows that there is a positive relationship between corporate sustainability financial performance that is measured by earnings yield, return on asset, return on equity and return on capital employed. Moreover, Nizam et al. (2019) examined the relationship between environmental funding initiatives and financial accessibility in the banking sector. Their analysis revealed that banks with enhanced financing access experience improved financial performance through increased loan growth and superior management quality. Notably, for banks with assets below $2 billion, financing availability demonstrated a significant positive correlation with return on equity (ROE). In addition, according to Liu et al. (2022), environmental regulations positively influence corporate sustainability in Chinese firms. Their study finds that green organizational identity and sustainable innovation serve as positive mediators in this relationship. 
However, SMEs encounter several challenges when implementing environmental sustainability practices as predictors of financial performance, which hinder optimal execution. Among small and medium enterprises in the Philippines, few studies explore how environmental sustainability practices affects the financial performance. To ensure the success of environmental sustainability initiatives, it is crucial to focus on clearly defined indicators and strategic areas of resource conservation that includes energy usage, water usage, chemical usage, and waste management. These indicators should be organized into key categories that enable organizations to implement impactful, measurable, and scalable initiatives. By addressing environmental, social, and economic dimensions effectively, this approach provides a comprehensive strategy that is not only mitigates environmental impact but also fosters social equity and drives economic growth.
2.  methodology 

This global systematic literature review investigated the adoption of environmental sustainability practices among small and medium enterprises (SMEs) and its impact on the financial performance across various educational and digital contexts. This design allowed for an exploration of how these environmental sustainability practices indicators, such as energy usage, water usage, chemical usage and waste management shape the adoption of geographical setting of SME's impact their financial performance through financial indicators such as cost, revenue and profit. 

2.1 RESEARCH DESIGN

This systematic literature review employed a global scope, analyzing peer-reviewed journal articles relevant to environmental sustainability practices implementation within small and medium enterprises (SMEs) The focus of the analysis centers on the nuances of environmental sustainability practices implementation within diverse spatial indicators: energy usage, water usage, chemical usage and waste management. This examines how these various environmental sustainability practices affects the financial performance such revenue, cost and profit among SMEs. 

2.2 RESEARCH LOCALE 

This study did not involve interaction with human participants instead, it employed a systematic peer-reviewed journal articles retrieved from reputable academic databases including Google Scholar, Electronic Journals, Research Gate and Science Direct. The target literature for this review comprised focusing on environmental sustainability practices indicators such as energy usage, water usage, chemical usage and waste management and its impact on the SME's financial performance determine on revenue, cost and profit.

2.3 RESEARCH PARTICIPANTS 

This data for systematic review consisted of peer-reviewed journal articles retrieve from reputable academic databases sources including Google Scholar, Electronic Journals, Research Gate and Science Direct. The target literature for this review comprised focusing on environmental sustainability practices energy usage, water usage, chemical usage and waste management and its impact on the SME's financial performance.

2.4 RESEARCH INSTRUMENT

The extracted data underwent a two-phase analysis. First, a thematic analysis was conducted to identify the recurring themes related in implementing environmental sustainability practices among SMEs, using a rigorous coding approach to categorize findings from the determined articles.  Key indicators include energy usage, water usage, chemical usage and waste management. Second, a comparative analysis of how these indicators affects the financial performance across various indicators such as revenue, cost and profit and reported challenges. Qualitative insights were synthesized to determine patterns and trends in environmental sustainability practices adoption and its impact on the financial performance among SMEs. To ensure the rigor of the review, the methodological quality of the included studies was evaluated using the PRISMA (Preferred Reporting Items for Systematic Reviews and Meta-Analyses) guidelines. The assessment focused on key factors such as study design, sample size, and data collection methods.

2.5 DATA GATHERING PROCEDURE 

The data gathering process involved several methodological steps to capture a reliable breadth of research on environmental sustainability practices as predictor of financial performance among SMEs. Google scholar was utilized for its systematic coverage across key academic literature, while PubMed, Science Direct and Philippine Electronic Journals were selected to ensure inclusion of both international and regional studies.

Inclusion criteria were limited to peer-reviewed articles published from year 2016 onwards to ensure the currency and relevance 
of the study. Only full-text articles with Digital Object Identifiers (DOIs) were included to maintain traceability and validate future research replication. 

2.6 ETHICAL CONSIDERATION 

This research strictly adhered to ethical standards by selecting studies exclusively from reputable, peer-reviewed journals, thereby ensuring the credibility and reliability of the data. The review followed the Preferred Reporting Items for Systematic Reviews and Meta-Analyses (PRISMA) guidelines, promoting transparency, methodological rigor, and reproducibility. Ethical considerations were carefully observed throughout the review process, with proper citation and acknowledgment of all sources to maintain academic integrity. 

3. results and discussion

This section presents the findings of the literature review on how environmental sustainability practices predict financial performance among SMEs. It focuses on key indicators such as energy, water, chemical usage, and waste management and their impact on revenue, cost, and profit. The analysis highlights consistent patterns showing that sustainable practices often lead to cost savings and improved profitability. It also identifies challenges such as limited resources and initial costs. Finally, the section suggests future research on practical strategies to help SMEs align sustainability efforts with financial growth.

3.1  Result: Energy Usage as an Environmental Sustainability Practice and its role as a predictor of financial performance among SMEs

The adoption of energy-efficient technologies and resource-conserving initiatives by small and medium-sized enterprises (SMEs) can significantly reduce operational costs, enhance liquidity, strengthen corporate reputation, and attract greater investor interest. Consequently, effective energy management has become essential for SMEs to comply with evolving regulatory requirements and meet increasing societal expectations, while simultaneously boosting their competitive advantage. Research indicates that SMEs implementing such measures can achieve energy cost savings of between 18% and 25% annually, which directly contributes to improved profitability (Chen et al., 2024a). 

Energy usage, therefore, plays a dual role not only as a critical component of environmental sustainability but also as a powerful predictor of financial performance among SMEs. By investing in sustainable energy practices alongside financial growth strategies, SMEs can capitalize on a win-win opportunity, positioning themselves for long-term sustainability and enhanced profitability (Chen et al., 2024b; Boakye et al., 2020a).

3.1.1 Energy usage as an environmental sustainability practice and its role as a predictor of financial performance specifically revenue among SMEs

Environmental sustainability practices particularly energy efficiency have been identified as key predictors of financial performance among small and medium-sized enterprises (SMEs). A study involving 119 SMEs in the UK, France, and India, using Bayesian regression analysis, revealed a significant positive relationship between the adoption of sustainability practices and increased revenue. The findings suggest that the greater the integration of environmental practices, the more achievable revenue growth becomes, reinforcing the notion that sustainability contributes directly to economic performance (Chrisovalantis Malesios et al., 2018a). Supporting this, Tennakoon et al. (2024a) conducted a comprehensive literature review covering studies from 2010 to 2023, which demonstrated that environmental initiatives including responsible energy usage result in tangible benefits such as resource savings and improved corporate reputation, both of which can drive revenue enhancement. In conclusion, energy usage, as a component of environmental sustainability practices, serves as a strong and positive indicator of revenue growth among SMEs, underlining the economic value of adopting sustainable strategies.

3.1.2 Energy usage as an environmental sustainability practice and its role as a predictor of financial performance specifically cost among SMEs 

Energy efficiency is increasingly recognized as a powerful tool for reducing operational costs in small and medium-sized enterprises (SMEs). A multi-sector case study by Patwa (2024a) revealed that SMEs adopting energy-efficient technologies achieved an average of 15% in energy cost savings. Those that integrated renewable energy solutions into their operations reported even greater savings—up to 22%. In a related study, Muresan et al. (2023), through their work titled Integrative Methodology to Enhance Energy Efficiency and Clean Energy Usage within SMEs, introduced a framework for evaluating energy-saving measures among Romanian SMEs. Their methodology not only helped lower greenhouse gas emissions but also significantly reduced operational expenses. The study concluded that such initiatives directly enhance financial performance while supporting broader environmental and economic goals. Further evidence comes from a 2017 pilot project by the Bureau of Energy Efficiency (BEE) in India, which documented annual energy savings of over 8,500 tonnes of oil equivalent (TOE) and financial savings amounting to 380.2 million INR. The average return on investment (ROI) was achieved within just 18 months. These results, replicated across thousands of MSMEs, demonstrate that energy efficiency programs are both scalable and sustainable offering long-term cost advantages and environmental benefits. Finally, a systematic literature review by Roff and Antonio (2024a) confirms that integrating energy-efficient practices gives SMEs a competitive edge. The review highlights consistent cost reductions and profitability improvements across various industries, including manufacturing, mining, plantation, transportation and logistics, banking, tourism, and energy.

3.1.3 Energy usage as an environmental sustainability practice and its role as a predictor of financial performance specifically profit among SMEs 

A study in Nigeria explored how green energy strategies can serve as effective solutions to electricity shortages while enhancing SME profitability. The findings highlight the importance of accessible financing, which enables SMEs to invest in renewable energy technologies such as rooftop solar panels, inverters, and storage batteries. The study also underscores the value of education and awareness, emphasizing the need for training to ensure a clear understanding of the benefits and operation of green energy systems. Furthermore, a more reliable and higher-quality power supply significantly improves customer satisfaction and overall business performance. According to Patwa (2024b), the study explores the impact of emission reduction as an environmental sustainability practice on the economic and environmental performance of SMEs. The findings reveal that adopting comprehensive emission reduction strategies delivers substantial economic benefits, including cost savings and tax incentives, while simultaneously enhancing environmental outcomes. The study emphasizes the need for both business leaders and policymakers to actively promote sustainable growth within the SME sector. According to Energia (2025), implementing a strategic energy management plan supported by regular audits is essential for identifying ways to reduce energy use and improve profitability. When energy-efficient upgrades are effectively carried out, businesses can lower their energy consumption by around 10%, leading to substantial cost savings and increased income. Meanwhile, Chen et al. (2024c) highlight the financial advantages for SMEs that embrace green practices. As lenders increasingly consider environmental performance in credit evaluations, energy-efficient SMEs are more likely to access financing and receive favorable loan terms. This shift encourages more businesses to prioritize sustainability not just for savings, but also to strengthen their creditworthiness. Together, these findings show that energy efficiency offers a dual benefit: it helps reduce operational costs and improves access to finance. For SMEs, adopting sustainable practices is not only environmentally responsible it’s also a strategic move for long-term financial growth.

3.2 Result: Water Usage as an Environmental Sustainability Practice and its role as a predictor of financial performance among SMEs

Institutionalizing water usage as a key element of environmental sustainability can significantly enhance the financial performance of small and medium-sized enterprises (SMEs). The implementation of water-efficient practices—such as reducing consumption, recycling and reusing water, and adopting advanced conservation technologies—can lead to substantial reductions in utility and operational expenses, thereby improving overall profitability. In addition to cost savings, proactive water sustainability initiatives can strengthen brand reputation, attract financial incentives, and increase resilience to water scarcity and evolving regulatory requirements. Thus, integrating water sustainability into business operations not only supports environmental objectives but also delivers strategic economic advantages, contributing to both cost efficiency and long-term business growth (Ji et al., 2023; Water Sustainability and Financial Performance of Firms Listed on the Johannesburg Stock Exchange (JSE), 2021; Financial Benefits of Water Conservation for SMEs, Allianz, 2021).

3.2.1 Water usage as an environmental sustainability practice and its role as a predictor of financial performance specifically revenue among SMEs 

Tennakoon et al. (2024b) underscore that water usage, as a key component of environmental sustainability, plays a significant role in enhancing SMEs' financial outcomes. Efficient water practices such as conservation, recycling, and purification—not only improve operational efficiency and reduce costs but also strengthen corporate image, all of which contribute to increased revenue (Malesios et al., 2018b). This positive effect is most evident when water management is embedded within a broader sustainability strategy or formal environmental management system (Malesios et al., 2021).

3.2.2 Water usage as an environmental sustainability practice and its role as a predictor of financial performance specifically cost among SMEs 

Water management practices in SMEs, such as water conservation, efficient usage, recycling, and process optimization, are increasingly recognized for their role in reducing operational costs. Systematic reviews highlight that improving water efficiency leads to lower water bills, reduced wastewater treatment expenses, and decreased energy consumption associated with water heating and pumping. These cost savings contribute to improved financial performance and competitiveness for SMEs. Efficient water use reduces direct water costs and associated energy costs, which together form a significant portion of operational expenses in many SMEs (Sustainable Energy Authority of Ireland, 2022). Water conservation and efficient water management are financially beneficial for SMEs by significantly lowering utility costs, which directly contributes to higher profitability (Allianz Care, 2021).

3.2.3 Water usage as an environmental sustainability practice and its role as a predictor of financial performance specifically profit among SMEs 

Firms maintain high operational efficiency by adopting water sustainability practices that leads to water efficiency improvements among SMEs that linked to increase in profit (Emerald,2022). However, studies shown from Botswana and other developing region that water disruption has a statistically negative impact on SME profits, but SMEs across China, India and Pakistan demonstrated cost savings and profit earnings through collective water stewardship and investment in water saving technologies that shown to provide a rapid payback periods and sustained profit improvements.

3.2 Result: Chemical Usage as an Environmental Sustainability Practice and its role as a predictor of financial performance among SMEs

The implementation of environmentally sustainable chemical management practices has been shown to positively influence the financial performance of firms. Strategies such as substituting hazardous chemicals, minimizing waste generation, and optimizing chemical usage contribute to reduced material and disposal costs, improved regulatory compliance, and lower environmental risk exposure. Moreover, these practices enhance corporate reputation and enable firms to access sustainability-oriented markets. Empirical evidence indicates that companies investing in eco-efficient chemical solutions realize not only direct cost savings but also improved competitive positioning and increased stakeholder trust. Collectively, these outcomes lead to greater profitability, operational efficiency, and long-term organizational resilience (EnroChem, 2024; Seton UK, 2019; NES Fircroft, 2024).

3.3.1 Chemical usage as an environmental sustainability practice and its role as a predictor of financial performance specifically revenue among SMEs 

SMEs that adopt sustainable chemical practices often show improved financial performance, particularly in terms of revenue. These practices include the use of green chemistry, minimizing chemical inputs, recycling, and opting for non-toxic substances. As part of broader environmental sustainability efforts, such measures can be used to evaluate financial outcomes through indicators like increased revenue, lower operational costs, higher profit margins, and business growth. The OECD (2024) reports that around one-third of SMEs are actively involved in environmental initiatives, including sustainable chemical usage. These initiatives promote the use of eco-friendly alternatives, discourage the use of hazardous chemicals, and support the adoption of recyclable and less harmful products. Although the adoption of such practices is often influenced by financial capacity and other factors, SMEs are encouraged to implement environmentally efficient measures such as reducing, reusing, and recycling chemicals. These practices not only contribute to sustainability but also offer long-term advantages, including increased revenue and improved business performance (Durrani et al., 2024b).

3.3.2 Chemical usage as an environmental sustainability practice and its role as a predictor of financial performance specifically cost among SMEs 

Proper chemical management is crucial for SMEs, especially since they often serve as suppliers to large corporations that are placing greater emphasis on sustainability across their value chains. Adopting green practices not only improves their eligibility for green financing but also appeals to environmentally conscious consumers. When SMEs integrate sustainable practices—particularly in chemical usage—they enhance their brand reputation, increase product value, and improve employee retention (OECD, 2024b).

According to Industrial Degreasers (2020), the implementation of chemical management services can help SMEs save millions in operational expenses. This practice is also strongly encouraged for manufacturing firms and should be considered a key component of their management strategy. Furthermore, Aparecida et al. (2018), as cited by Adam et al., (2020), stress the importance of adopting green chemistry principles. Rather than focusing on treating waste after it is produced, green chemistry aims to prevent or significantly reduce the generation of toxic waste from the outset. This proactive approach offers considerable economic advantages, such as reduced costs for waste storage and treatment, minimized liabilities for environmental damage, and overall improved operational efficiency.
3.3.3 Chemical usage as an environmental sustainability practice and its role as a predictor of financial performance specifically profit among SMEs 

Enhesa (2025), chemicals are integral to the daily operations of many small and medium-sized enterprises (SMEs) across various industries. As such, the consistent implementation of sustainable chemical management practices such as reducing the use of toxic substances, optimizing material inputs, and adopting safer, greener alternatives is essential. Increasing pressure from regulatory bodies, consumers, and other stakeholders underscores the need for more responsible and transparent chemical use. This shift toward sustainability not only addresses environmental concerns but also enhances long-term operational efficiency and compliance within the SME sector.

Systematic reviews demonstrate a positive association between the adoption of sustainable practices particularly in chemical management and the financial performance of small and medium-sized enterprises (SMEs). However, this relationship is characterized as non-linear, suggesting that financial returns diminish beyond an optimal threshold of environmental investment. Excessive resource allocation may lead to increased operational costs, while insufficient investment can result in regulatory sanctions and reduced market competitiveness. Thus, integrating chemical management within a strategically balanced sustainability framework is essential to optimizing profitability (Boakye et al., 2020b; Boakye, Tingbani, et al., 2020).

3.4 Result: Waste Management as an Environmental Sustainability Practice and its role as a predictor of financial performance among SMEs

Waste management enhances the financial performance of small and medium-sized enterprises (SMEs) by reducing operational costs, improving resource efficiency, and promoting sustainable production. Practices such as recycling, reuse, and waste reduction help lower material consumption and disposal expenses. These outcomes are further reinforced by supportive regulatory frameworks, financial incentives, and a strong environmental commitment from firms. Although the direct financial impact of waste management may vary across industries, evidence suggests that, when effectively implemented and supported by enabling policies and innovative practices, it contributes to improved profitability and long-term sustainability (Derhab & Elkhwesky, 2022; Rasheed et al., 2024; Malesios et al., 2018c).

3.4.1 Waste management as an environmental sustainability practice and its role as a predictor of financial performance specifically revenue among SMEs 

Major waste management strategies adopted by SMEs include the process optimization to reduce waste at the source, internal or external reuse of materials, and the recycling of by-products or waste streams to promote resource efficiency and sustainability (De et al., 2019; Derhab & Elkhwesky, 2022). 

Effective waste management lead to less waste going to landfills, directly reducing disposal fees which a primary and immediate financial benefit (Sustainability Directory, 2025). In selling recyclable materials or by-products that can be repurposed can generate additional revenue in SMEs (Brendzel-Skowera, 2021). Waste materials can drive innovation by sparking the development of new product designs, optimizing operational processes, and enabling the creation of entirely new offerings. For SMEs, this presents valuable opportunities to establish strategic partnerships or strengthen internal capabilities in areas such as waste-to-energy initiatives, upcycling, and closed-loop production systems. These approaches not only promote sustainability but also open up diverse and potentially lucrative revenue streams (admin, 2024).

3.4.2 Waste management as an environmental sustainability practice and its role as a predictor of financial performance specifically costs among SMEs 

Implementing effective waste management practices in SMEs across the Philippines involves a variety of costs. Direct expenses include waste collection and disposal fees—especially for hazardous or specialized waste—as well as upfront investments in infrastructure such as segregation bins, storage facilities, and composting equipment (Group, 2025a). Labor costs also contribute, encompassing employee training on proper segregation practices and, in some cases, the hiring of dedicated personnel to oversee waste management initiatives. Transportation costs for delivering segregated recyclables to appropriate facilities can be substantial, particularly given the logistical challenges associated with plastic circularity in the country (Group, 2025b).

In addition to these direct costs, SMEs face several indirect expenses. These include the opportunity cost of using valuable space for waste storage and the administrative burden of documentation, monitoring, and compliance—pressures heightened by the implementation of the Extended Producer Responsibility (EPR) Act of 2022. Although the EPR law primarily targets large enterprises, its effects extend throughout the supply chain, placing additional obligations on smaller businesses (Howell, 2023).

Despite these challenges, evidence from manufacturing SMEs in Central Luzon shows that adopting sustainable waste management practices can lead to long-term financial benefits. As Alfaro and Diaz (2021) found, initiatives such as proper waste segregation and disposal contribute to lower overall costs and increased efficiency. These findings suggest that initial expenditures should be viewed not as sunk costs, but as strategic investments that generate returns through resource recovery, cost savings, and potential new revenue streams. However, the effectiveness of these efforts may be hindered in contexts where regulatory systems are weakened by perceived corruption (Caboverde, 2022a).

3.4.3 Waste management as an environmental sustainability practice and its role as a predictor of financial performance specifically profit among SMEs 

Effective waste management significantly boosts the profitability of SMEs in the Philippines by creating new revenue streams and improving overall financial performance. A key opportunity lies in the sale of recyclable materials—particularly plastics—which hold an estimated material value of up to US$890 million annually (Group, 2025c). Proper waste segregation enhances the quality of recyclables, allowing businesses to command higher market prices (THE STUDY on RECYCLING INDUSTRY DEVELOPMENT in the REPUBLIC of PHILIPPINES SUMMARY EX CORPORATION, 2008).

The Department of Environment and Natural Resources (DENR, 2024) actively supports circular economy strategies, emphasizing that transforming waste into valuable resources—through upcycling, repurposing, and recycling—can drive economic growth, create stable livelihoods, and enhance disaster resilience. In addition to direct financial gains, adopting sustainable waste practices strengthens brand reputation, attracting environmentally conscious consumers and building long-term customer loyalty. This positive image can increase market share and even justify premium pricing (Alfaro & Diaz, 2021b; Ramos et al., 2025). Moreover, efficient waste management contributes to operational cost savings by reducing disposal fees, optimizing material usage, and lowering overall input costs—ultimately increasing profit margins (Alfaro & Diaz, 2021c; Tigernix Business Blog, 2025). Compliance with waste regulations also protects SMEs from fines and legal penalties, ensuring business continuity and long-term financial stability (Albert, 2025; Caboverde, 2022b). Altogether, these benefits position waste management not merely as an environmental responsibility, but as a strategic investment in profitability and resilience.

3.5  Result: Challenges of Environmental Sustainability Practice as a predictor of Financial Performance among SMEs in the Philippines 

Challenges of implementing environmental sustainability practices as a predictor of financial performance among SMEs in the Philippines faces a complexatory factors that hinders or slowing the movement of execution of the initiatives. Contrasting to the growing demand of sustainability globally, Philippines SMEs reveals specific hurdles that affects the capability to translate environmental enactment into financial prosperity. 

Primary challenge is the limited resources such as financial constraints, time, manpower and expertise where SMEs often to struggled. The limited capital of investement in green technologies such as energy efficient upgrades, waste management system, eco-friendly production (Durrani et al., 2024a), sustainable processes and sustainability infrastructure (MJ B, 2024)  requires advance investment that a vast array of SMEs cannot easily afford and implementing these initiatives may takes 0time to payback all the costs. Moreover, DLRC (2024) states that time and manpower are key barriers to executing sustainability initiatives, as developing a comprehensive sustainability plan and integrating it into management processes is time-consuming. Additionally, without the appropriate allocation of personnel, it becomes difficult for SMEs to initiate and sustain such programs. Furthermore, the lack of expertise in the fields of environmental management and sustainability accounting hinders the advancement of sustainability among SMEs in the Philippines. According to Securities and Exchange Commissioner Javey Paul Francisco, sustainability reporting is not merely a matter of compliance-it is also a long-term investment in business, society, and the environment (Nicolas, 2024).

The second major challenge is the knowledge and information gap. SME owners and employees in the Philippines often lack a comprehensive understanding and awareness of environmental sustainability. According to Durrani et al. (2024b), the majority of SME stakeholders are unfamiliar with ecopreneurship due to limited education, knowledge, and environmental awareness, which hinders effective implementation. Furthermore, the lack of understanding about technological advancements and their potential benefits poses an additional barrier. As Binaluyo (2024) highlights, insufficient access to updated information and training remains a critical obstacle to achieving sustainability.

According to Binaluyo (2024b) and Durrani et al. (2024c), SMEs in the Philippines often struggle to access adequate support from local and national government in the form of grants, incentives, technical assistance, and infrastructure for sustainable waste management. When such support is available, it is frequently insufficient. Similarly, compliance with environmental regulations places a burden on SMEs due to rising costs and increased administrative workload. While Caboverde (2022b) found no direct statistical link between environmental regulatory burden and profit growth among Philippine SMEs, the study noted that in low-corruption environments, such regulations can positively impact profits. This underscores the need for stronger anti-corruption efforts to improve the overall business climate.

Desabelle-Tibubos (2023), the hesitation of business owners in adopting sustainability practices is due to perceived increased costs rather than increased profits. In addition, the owners personal perspective and motivation often more important than taking sustainability initiatives. The limited consumer willingness to pay a premium for green products reduces the perceived financial benefits of sustainability. Nevertheless, when business owners recognize a shift in market demand toward eco-friendly practices, they are more likely to realign their focus on sustainability (Durrani et al., 2024d).

4. Conclusion

This study meticulously examined the impact of environmental sustainability practices as predictor of financial performance among small and medium enterprises (SMEs). This finding consistently revealed that as environmental sustainability practices is gaining traction, its effectiveness remains notably uneven, primarily due to contextual barriers, weak policy enforcement and stakeholder’s coordination and insufficient coordination into core business strategies. This review demonstrates that truly environmental sustainability practices gives a positive contribution or effect in the financial performance among SMEs when systematic alignment is fostered among all stakeholders. 

A key insight is that environmental sustainability practices are not merely ecological initiatives, but strategic, multi-stakeholder responsibilities that require coordinated and collaborative engagement. In this context, targeted recommendations are proposed for each key actor to enhance their contribution to the financial performance of enterprises.

For Governments: Governments hold a pivotal role in establishing enabling conditions that facilitate the adoption of environmental sustainability practices, particularly within the context of small and medium-sized enterprises (SMEs). This entails the provision of financial mechanisms such as grants, tax incentives, and subsidies alongside technical support and capacity-building initiatives aimed at enhancing institutional and operational competencies. Investment in sustainable infrastructure and integrated waste management systems is equally essential. Moreover, the formulation of coherent regulatory frameworks, the promotion of public-private partnerships, and the alignment of sustainability objectives with national development strategies are critical in institutionalizing environmental practices. Educational and awareness-raising campaigns further contribute to fostering a culture of sustainability and ensuring long-term stakeholder engagement.

For Small and Medium Enterprises (SMEs), Business Owners, Employees, and Stakeholders: To effectively implement environmental sustainability practices, enterprises must embed ecological considerations into their core business strategies, operational processes, and decision-making frameworks. This includes adopting resource-efficient technologies, enhancing chemical and waste management systems, and prioritizing cleaner production methods. Building employee capacity through continuous training and sustainability awareness programs is essential for fostering environmentally responsible workplace behavior. Furthermore, cultivating a culture of environmental accountability and encouraging participatory governance among stakeholders can strengthen organizational commitment to sustainability objectives. Strategic collaboration with government agencies, industry networks, and academic institutions can also provide access to technical expertise and innovation, ultimately improving both environmental performance and financial outcomes.

For Local Communities and Individuals: Local communities and individuals play a critical role in advancing environmental sustainability through active participation, behavioral change, and community-driven initiatives. Their involvement is essential in reinforcing the environmental efforts of both enterprises and public institutions. Enhancing environmental awareness through education, advocacy, and localized programs such as waste segregation, conservation efforts, and sustainable consumption practices can significantly contribute to collective sustainability outcomes. Engagement in local decision-making processes and environmental monitoring promotes transparency, strengthens policy implementation, and fosters a shared responsibility for environmental stewardship. As consumers and citizens, individuals also influence market dynamics and can drive demand for environmentally responsible products, services, and policies.

The adoption of environmental sustainability practices emerges as a significant predictor of financial performance, particularly among small and medium-sized enterprises. By enhancing resource efficiency, reducing operational costs, and improving stakeholder trust, these practices contribute to both environmental stewardship and economic viability. This underscores the growing recognition that sustainable business strategies are integral to long-term financial success and organizational resilience.


DISCLAIMER (ARTIFICIAL INTELLIGENCE)

Source: Google Gemini (https://gemini.google.com/app)
Author(s) hereby declare that the generative Ai tools such as Large Language Models, etc. have been used during the editing and writing of the context. This explanation will include the name, version, model, and source of the generative AI tools and as well as all input prompts provided to the generative Ai technology. 
Details of AI usage are the following below:
1. AI Technology Used: Google Gemini (Large Language Model)
a. Version/Model: Gemini 2.5
b. Source: Google (https://gemini.google.com/app)
c. Purpose of Use:  Assist in refining grammar, enhancing sentence structure and overall organization, improving conciseness, and serving as a critical discussion partner to clarify ideas and ensure the logical coherence of human-generated arguments.
d. Input Prompt:
1. Please check the grammar and punctuation of this sentence/paragraph.
2. Please rephrase the sentence/paragraph for better understanding and improve.
3. Review this statement for comprehension errors.
4. Improve the flow and context of the sentence/paragraph.
5. Does this statement make a logical sense?
6. I'm trying to explain the connection between X and Y. Am I articulating this clearly?
7. Could you rephrase the statement/ sentence to more academic?

2. AI Technology Used: ChatGPT (Large Language Model)
e. Version/Model: GPT-4
f. Source: Open Ai (https://www.perplexity.ai/)
g. Purpose of Use: Assist in refining grammar, enhancing sentence structure and overall organization, improving conciseness, and serving as a critical discussion partner to clarify ideas and ensure the logical coherence of human-generated arguments.
h. Input Prompts: 

1. Please check the grammar, spelling and punctuation of the sentence or paragraph.
2. Rewrite the sentence to be more formal.
3. Improve the phrasing in this paragraph.
4. Does the logic behind this argument make sense?
5. [bookmark: _GoBack]How can I express the concept in a clearer way?

[bookmark: _Hlk204860889]
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