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Abstract

This paper investigates the financial practices that micro and small-scale enterprises
embrace, particularly their impact on business sustainability, growth, and access to
credit. Micro and small-scale enterprises (MSEs) significantly contribute to the
development of the economies of both developed and developing nations, although
there are significant challenges they face to ensure financial stability. The study does
probe some of the critical areas, such as cash flow management, record-keeping and
financial literacy, and access to digital financial tools. Other key areas of study
include barriers to access of credit - the role of collateral requirements, and the role
of financial inclusion programs to affect the growth potential of MSEs, Using a
mixed-methods approach, the paper illustrates the application of integration between
analysis and quantitative data and qualitative interviews involving business owners
to gain insight into the MSEs' financial predicaments. Results indicated that MSEs
need to follow sound financial practices and exploit innovative financial solutions in
order to improve their overall financial resilience. Third, the study offers suggestions
to policymakers and financial institutions in terms of further improvement in
providing support to micro and small enterprise to overcome the financial barriers
more comfortably and towards sustainable development in the long run.
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1. Introduction
major contribution to the generation of employment and mdustrial growth. As far as the situation

with India 15 concemed, the micro and small-scale industnes are a part of the overall MEME
domain. Wow, these smaller units ezsentially azzist the more sigmificant sectors by providing them
with vitzl goods and zervices. A part of the ecomomic development of India relates to thasze
companies, aspacially for areasz like Tamil Nadu, zince SKEz comiributa to their both urban and
rural economic ecosystems (Venkatesan, 2024). However, despite their importance, several ShiEs
face zome meredibly difficult hardships m sustammg themselves mainly due to poor finanecial

management practicas,
Micro, Small and Medmm Enterprizes (MSMEz) are the backbone of anv econcmy. It makes a

Effectrvye management of finances hasz been the most mmperative 1szue for the sustenance of anv
business, particularly to micro and small enterprizes that remam short of resources and plaguad by
uncerfamty m the markete. Accordmg to Venkatezan (2024, risk manazement and workng capital
management alomg with credit management happen to be the drving factors for sustamable
performance for the EMEs. An underlying lack of propar financial managemeant systams causes a
business firm to suffer from liguidity, profitability, and long-term growth izsues to eventually lead
to closure or stagnation. Fanda & Setawan (2022) argued, business strategies, sound financial
practices are directly related to firmy mnevabion capability and sustamability competitive advantage
n the marketplace.
hioreover, i the present businesz emvironment, digital fimancial mclazion has becoms a strong
facilitator of SME sustainability. Micro-enterprizes embrace digital financial sarvices, incloding
onlme payments, digital loans, and e-commerce platforms, which assist them in bypassing
convantional huddles arizsme from businesz operations and accesz to fimances (John ot al., 2024,
Apcazs to these sarvices enables the busimess orgamizations to enhance their operational efficiancy,
to manaze financial risks more efficiently, and do business activities m a more efficient manner,
hence making them even more sustainable in tha long farm.
T1th thiz mmmd, 1t 1z only prudent to point out the importance of mixmng good financial practices
with new digital innovations and thereby emabling micro and small buzineszses in regions such az
Tanul Nadu to be sustamable and performance-measurable. This study would contrnibute to the
broader understandmg of how SRIEs can go through the situation of financial challenges and grow
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with real sustamed growth, based om amnalyziz into the role of financial management m the
performance of 3MEs.
1. Literature Review

Mozt micro and =zmall enterprizes apply zomple financial models bacauze most of them lack
rezourcas. SAccording to Venkatezan (2024), the momtonng and follow-up of cash flow and
expenzes have plaved an mmportant role mn the sustamability of the busmess. In Ethiopia, hfezesza,
(2022) reported that informal financimg methods, such as family loans, are prefarred and applied
for many busmseszsesz becansze they face formal credit access barriers. Sharma et al. (2024 further
point out that FimTech provides digital fools that help enhance the procesz of financial inclusion
mmproving the fimancial management of small enferprizes.
Comparative studies highlizht the disparrty m the financial svstems of developing and daveloped
econcrmies. Accordme to Prady et al. (20220, better-astablizhed formal fmancial systems ara aa=zly
accazsible to MSEz m developed countries. According to Johr et al. (2024}, digital finance
platforme help overcome traditionzl bamers by developing digral financial platforms. In rurally
located Malaysia, JTahl (2021 identified that digital finance 1z considerabls as it enhances working
capital managemeant with quicker accezs to loans.
Buzmesszs growth 15 also brought about b financial management. According to Farida and Setiawan
(20220, good practices ensure that businesszes innovate and remain competitive within their fields.
Fmancial knowledge 1z thus crucial for SME:s in Wigena, primarly becanze i tramnslatez to
mformed decizion-makme az posited by Obazes in 2019, Finaneial prachices are sigmificant
manzgement toolz for supply chains; a fact established v Flantheraican in 2023; the usze casze
being buzineszzes of organic foodstuffs,
Fmancial management will thus ba very instnmmental for the growth and zurval of busineszes n
general. Az much az MSEs m developed economies depend on formal financial svstems, those m
developmmg nations are mereazingly relving on digital tools to beat the financial constramts and
uzher imfo sustamabls expanszion (Fummeg et al., 2022

3. Eezearch Methodolozy

Thiz study follows a mpced-methods appreach focusme on MEEs m Tamil Wadu to examine their
financial practices. A mixed-methods approach combines qualitative and quantitative data sources
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that allow for 2 more comprehensrve understandmgz of the topics under dizcuszion- namely
financial management of L5E:, Fezearch Dezign The study emplovs a deseriptive research design
that allows in-dapth exploration of the prevailing financial practices and their mmpacts on business
sustamability. Descriptive research helps in unveiling patterns and relatiomships undarlymg the
financial behaviors amongst MEEs (Osuagwm, 20207,
Sampling Technigues
There chall ba tha nse of stratified random sampling to ensure drverzification in the representation
of the different types of MAEs. Thiz method divides the population mto relevant subgroups,
therefore enhancing the reliability and waldity of the results (Endms, 2022). sample
reprasentatives from these industnes; among them are refail, zervices, and manufacturing so that
there 15 real vanance across the KISEs.
Data Collection Methods
Diata collection will ke through a combination of surveys and semi-structured mterviews. Survevs
are grven to a larger sampls of MEE owners whe have finances manared in 3 particular way for
gathering quantities of practice m manazing the finances of MEE owners. On the other hand, samu-
structured inferviews genarate gualitative meights from the participants on their experiences and
difficulties they face with financial managemeant. Through the dual method, 2 holistic
undarstanding of the financial behavior of MEE: 1= acquired (Hamed Tzherdopest, 2021; Jalil,
2021).
Data Analyziz Tools Anabziz of Quantitative data
Thiz 15 done through the use of stafistical softwars, such az SPSS5, to provide the required
parameters for descriptive and mferential statistical analvzis. Qualitatrre data will be subjected to
thematic analysiz, therefore, exfracting prominent themes and patterns m the financial practices m
play (Swvder, 20197 This wayv, both quantrtztive and qualitative data analyzes will zive 2 more
vibrant understanding of how financial practices affact the sustamability and growth prozpects of
M5Es, Such methodologies that will be emploved will allow the study to make much-needed
contribution: to acquinng kmowledse on the fimancial manapement practices of MEEs, thus
mformung strategies towards mmproving their performance and sustamabality in a2 competitive
business smoronmeant

4. Financial Practicez in Micro and Small Seales Buszinezzes
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Cazh Flow Management

hiicro and small-scale enterprizes must ensore the effectrve flow of cash to maintam proper
financial stabality, especially m the period of erises such az COVID-19. According to Laghan et
al. (2022), improvement in cash-flow metrics posifively affected low-leverage firms' financial
performance. Monethelozz, mafficient cach management by the micro-traders of Kuala Terengganu
made the firm "saversly financially moonvenienced during the pandemic period’, Eaml and Y ekim
(2022). Secondly, poor separation of the personal and busines: finances made matters worse.
Snmaigah ef 2l [2022) note that busmess capatal, technology, among other factors influance RSE
mcomsa. In other words, there has to be zood practices i financial manapement. Cash flow
management sirategies that are sound must be bazic for MSEs to counter any economic challanges
that come along; hence, contmue nmmng their business operations.

Budgeting and Cozt Control Technigues

Effectrve budzeting and cost control are the cnly wayvs for the sustamability and growth of micro
and zmall-scalas enterprizes. According to Bongzar, of al. (2022), the use of the WCA approach 1=
mdeed halpful m determinme tha eritical performance prerequizites for Iranian ShMEz by focusing
on mnovaton, CSE, and mvestment in mformation technolosy to enzsure efficient performance.
The nead for svstematic problem-zolving and resource allocation to optimize budgat allocation 1=
alzo necazsitated by the study.

Gao (2023} also discuszed cost control within the frameweork of China's "Intermet +°. He
undarstoed that old-line manufacturing firms compete pretty hard, and therefore nead strong cost
managament strategies. This therefore callz for identification of the nature of fixed and vanable
cozts in financial planning to achisve optmum profitability.

According to Ban et al. (20221), financial Iiteracy and mentzl budgeting mfluence mdirdual
financial well-baing sigmficantly. Improved decizions regarding finanees knock on MSEsz through
such gffacts.

Accezs to Credit and Financing Options

Thiz 1= cns of the major challanges MSE= face, more zo mm developing countries. haim drawbacks
meluda 2 lack of credit istory, insufficient collateral, and mmeztituhonal 1zsues that prevent most
micro and small enterprizes from recervimg credit due to negatrve rejection rates from traditional

DOI: 10.9790/487X-2610141638 www.iosrjournals.org 20 | Page



A Study On Financial Practices In Micro And Small Scale Business

lenders iDela Cruz et al, 2023).
Inneorratrve finance, meluding pevehometnie credit scorms models, bettar accazzes. The approval
ratez reach 30% higher mm comparzon with traditional methods (van Thiel of al, 20247, hiamy
MISEs are uzing [FS, but vet a bat on its effectrrenszs compared to traditional options (¥ ang et al.,
2022Y. Thiz informal financing 1= of mmportance bacause it provides much-needed howdity, but
rizks prevail more m periods of economic recession (¥ ang et al., 2023). The policymakers should
encourage more financial education and new credit sconing models that wall help fo sarve the MSEs
bettar when accessing funds needed (Mprazzg, 20220
Eecord Keeping and Financial Reporting
Effective record keeping and financial reporting are major elements required for the development
and survival of 3I5F= Stodies sugpest that proper documentation of the records management plan
significantly enhances decision-making, operational efficiency, and, therefore, buziness growth
(Mintzh ot al., 2022). The proof gatherad by Ehadim and Choudhury (2024 emphasizes the role
of record-keeping accuracy concemmg M3E performance as it suzgests that bad bookkespmg 1=
one of the major causes of fallure from a high failure rate of zuch busmessez. Furthermore,
accounfing knowledge of the owners 1= alse meceszary for thiz association; the higher the
accounfing knowledze, the higher 1z the pesitive affect that bockkeeping mav have on the
performance of MISEs (Adela =t al, 2024). Computerized accounting systems are also
recommendad as it helps to create efficient zs well as correct record-keeping, thus resulting n
healthier financial outcomes (Khadim & Choudbhury, 20197, RI5Es must focus on sound financial
practices m order to survive mn competitive markets for a long term.

&. Challengez in Implementing Effective Financial Practices
Limited Finanecial Literacy
Limited Fmaneial Literacy 1=z the mest notzble barmer for micro and small enterprizes. Several
businesz owners, not having knowladge of finances, commit wrong decizions that lead to an
unstable busmsss m ferms of financial position. Lone and Bhat (20220 muzgest that financial
literacy improves the feeling of having the akility to manage personal finances and subsequenthy
enhancez financial well-being. Such a lack of knowladge mav lead to uncontrolled zavings,
mvestments, and cash flows.
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Impact on economic outcome 1= the other aspect. Without proper finanecial knewledze, Hastings et
al. (2013) claim thaf small business owners lack suitable capakiliies m deciding the uzage of
finanecial services and proper management of finances.

Cultural and Demegraphic Factors also contribute. Fesearch camed out mm 2022 indicates that
young enfreprensurs manage finance: better compared to the aged, and socio-sconomic status
mfluences the degree of financial lferacy.

ender Differances also mzks finance management complicated. Soonty, 2022, ascartamed that
financial knowledze 1= relatively low mn women of the zouthem regions as compared to other arsas,
and thuns having 2 direct impact on busines: decizions and financial stability directly
Lastly, External Shocks such as the Covid-19 pandemic present a scenario that heightans all of the
above problems, makmg firms vulnerable during a erizis. The more the lack of knowledge of
finance, the mors valnerable. Battar financial education iz a zurety of overcoming all these barrars

for long-term success of busineszes.

Barrierz to Accezssing Formal Financial Inztitutions

Limitad Fmancial Literacy 1z the most notable barmier for micro and small enterprizes. Several
busimesz owners, not having knowladge of finances, commit wrong decisions that lsad to an
unstable busmess m fterms of financial position. Lone and Bhat (20220 suggest that financial
literacy 1mproves the feeling of havimg the akility to manage personzal finances and subsequanthy
enhances financial well-being. Such a lack of knowledge may lead to uncontrelled =zawings,
mmvestments, and cazh flows.

Impact on economic outcome 15 the other aspect. Without proper financial knewledze, Hastings et
al. (2013} claim that small business owners lack suitable capakilities m deciding the usage of
finanecial services and proper management of finances.

Cultural and Demesraphic Factors also contribute. Fesearch carmed out in 2022 indicates that
young enfreprensurs manage finance: better compared to the aged, and socio-economic status
mfluences the degree of financial literacy.

render Differences also mzks finance management complicated. Soonty, 2022, ascartamed that
financial knowledze 1= relatively low n women of the zouthem regions as compared to other arsas,
and thus having a direct impact on business decizions and financial stability diractly.
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Lastly, External Shocks such asz the Covid-19 pandemic present a scenario that heightans all of the
above problems, makmg firms vulnerabls during a crizis. The more the lack of knmowledge of
finance, the mors vulnerable. Better financial education 1= 2 surety of overcoming zll these barriers

for long-term success of businesszes.

Inadeqguate Use of Financial Technolosy

Low Adoption Among the Usars: Even though fintech may offer promuise, Sultana et al. (2023}
mention that social mfluence and perzonal muovativensss have weaak effects on fintech adoption
among younger customers. This leads to the fact that awarensszs and trust shll posa a challenge for
effective implemeantation of the fintach svstems.

2. Femistance from Tradibional Fmancial Instibutions: A= Jourdan et al. (2023) point out, most cazes
of mnovations m finfech are resisted by the traditiomal financial mstitution: whe fear being
knocked off ther stability and regulatory frameworks. This will therefore provide some reticent
resistance from the zaid mmstitubions who take fime to mtegrate new technologies, hence retarding
its diffuzion beyond the circlez of adoption.

3. Poor Infrastructure and Enabling Environment: Lirnited mfrastrocture and technology are some
of the spacific lnmitmg factors affectng access to fintech, mostly 1 developing economiss (Asif
et al, 2023). For mstance, immprovme mmfrastructure and hawving an enabling resulatory
environment can facilitate increasing access to digital financial sarvices m countries like India for

greater attamment of the fimancial meluzion objectrves.

4. Enowledze gaps 1n user education and framung Most of the uwsers, parbicularhy MSKEs are
unaware of their true potential with the appropriate usage of fimtech tools. As Sultana et al. (2023)
furthar point out that poor effort expectancy coupled with low facilitating conditions daters low
adopton rates, which calls for targeted education and framing plans.

5. Bagulatory and Instibotional This 15 vet another reason making fmtach integration inte traditional
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finaneial systems difficult. Improsred collaboration m this caze would ke required by the finfech
firms and regulators as stated m Jourdam et al. (20237,
6. Impact of Financial Practices on Business Performance

Profitability and sustainability

Apcess to Microfinance and Economic Empowarment: The overall profitability and sustaimability
of SKEz are most enhancad through access to microfinance when it provides the much-needed
cradit. Constraints in poor access to microcredit and complicated cradit assezzment models affect
the akility of SME: to maximiza their financial practices. Improvement m finaneial melusion,
tharefore raquires addreszing the challenges within the microfmance-related 152ues.

Operational and Finaneial Sustamability: According to Huszam ot al. (20200, practices of finance,
mainky aliening CSE with the operationzl self-sustamability of 8MEs have been proven effectrve
in raizing the finanecial performance of SKE=. EMIEs, adoptng responsible fmancial stratesies
make their bottom line rich by mereasing profitability and at the same time increaszing customer
and emploves refention while strengthenme the reputation, which 1=z a2 kev for long-term
sustainahility.

hherofinance Loans and Profitabelity: Spoele (2023} further considers that mucrofinance loans
amvmmetnically affact the aconomic growth in Bosma. That the MFL promotes the businessz growth
in the long term, but short-term fluctuations will adversely affect profitability. Therefore, hence 1t
emphazizes maintaining stabls accezs to microfinance and good financial practices are necessary
to achieve long-tarm zrowth and stability in SKE performance.

Informal financing stratesies and interest rate ricks: Yang ef al. report that, as of 2023, mmformal
finznecing stratezies are of foremost pnportance for SMEs since access to formal finaneial systems
may ba limited within devaloping economiss. Even though IFE mav result in Liquidity during times
of crisiz such az COVID-129, IES (interest rate nisks) stands as a threat towards profitakility. The
study therefors recommends the need for structured financial strategias that allaviate thess nzks
and enhance the sustainzkality of the business,
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Influence om Business Expanzion and Growth

Fmancial Inchizion and Imvestment Decizsions: The financial inclusion, especially through
mnovative financial technologies or so-called fintech, zoes on to play 2 highly sigmficant role m
amplifyving the acceszs to SME: concerming finanecial services, thus affact mvestment decizions for
them. Financial inclusion imcreasss the imcidence of entrepreneurzhip becansze thers would be
additional mvestments m caprtal, leading to expansion and growth of the business. That the study
emphazizes financial literacy improvement and makes pozzible solutons for difficuliies in fintech
adoption to be realized az SMME:" full srowth potential.

hiicrofinance and SMME Development in Pune, India According to Potta, 2023, the growth of M3SE:
15 a significant impact of microfinance zervice providmg to MSEs mn Pune, India. Microfinance
provides access to credit for RIEEs to imvest in new business ventures and scale up their production
capaciiies and market reaches. In fact, the findmg: of the study reveal that mucrofmance services,
particularly loanz and finanecial advizory, play a very mmportant role for the axpanzion of MSE
busineszas, upscaling their zetmaties, and achieving sustamable srowth

hicrofinance and SMME Growth in Fakistan: The study further emphazizes that microfinance plavs
a werv significant role in supporting SME growth m Karachi Pakistan, as the accessz to
microfinance mvestments in new ventures, and mmproved operafional efficiency alomgzide
mcreased buziness activities of SMEz, augurs well for the optirmistic financial capabilifiez. In fact,
microfinance helps to enable the zrowth of busimeszaz of SME= becansze such finance: provide
them with the capital they may require n imersazing preduction and hiring more staff and al=o
maproving their product offerings.

hicrofinance az a Facilitator of Growth: The studyv by Putta (2023) aligns with the observation
made by Idrees ef al. m 2022 in regard to the fact that microfinance is eszanfial for the growth of
zmall and medium enferprizes i any zethmz. Two studies reveal that microfinance not only enables
SWE=z to overcome financial difficulties on a dav-to-day basiz, but alzo providez it with the
neceszary reaquirements to emsure sustaimzble busmmess growth, especizlly i developing

ECONOMLLES.

Caze Studiez of Succeszful Financial Practices
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Wang et al. 2023 axamines the impacts of informal financing strategias on the performance of small
and miero enterprises ShEs. Such mformal financing strategies must be applisd m the countries
of developing areas wherem formal financizl mstitutions are not easily accessible. For mstance,
Wenzhou, China, was uhilized in the study wherem 1t revealed that informal finance 15 one of the
vital methods for SMEz i relation to mterest rate misks IES. Although the public health
emergencies ke COVID-19 presented some risks during hgudity flows, firms were =hll reliant
on IFS because succeszful firms managed to mitizate them with adaptive financial strategies that
brought financial stability mto the organizafion, which eventnally promoted business expanzion
dezpite recessionary economics influencing the axternal environment.

Caze Studv: SKMEs im Wenzhou changed their financial strategy in light of the COVID-19 enzis.
SMEs in Wenzhou embraced the informal finance networks found m thewr districts and avoided
high-mterest loans through formal chamnels. They kept money flmd, snsuring survival, and used
the periods of recovery to grow even under the mest difficult circumstances.
hlicrofinance az an Instrument of Busmess Expansion: Patfnak et al. (2024) outlined 2
hibliometric anzlysiz of the role of microfinance in support of SMEs, specifically m developing
regions. Microfinance would provide accessible low-cost finamcial services for zmall
enfrepreneurs who are often deprrved of neormal bankong faciliies, The bread mmpact of
microfinancs 1= seen m the ability to empower SKE: by equippimg them with the necessary capital
to grow, drversify, and mmovate. It forms a commection that this ressarch draws between

microfinance and the mprovemeant of financial management practics and performance of business,

Case Study: In resions like India and Palastan, mucrofinance institutions (BFIs) have enabled
SMEs to grow by providing capital for expansion, investment in new technelogy, and mereasing
production capabilities. SMEz that received microfinance loans demonstrated higher levels of
profitability and operational efficiency, diractly correlating with business expanszion and job
craation.

Financial Managsmeant Practices in Kamataka, India: Begum and Wavi (2023) study the impact of
financial management practices on the performance of micro, small, and medium anterprizas
(MMEMIEz:) in Kamataka Their research shows that effective financial management—rparticularly
in arezs like working capital managzement, investment practices, and sccounting systemes—~has a
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direct correlation with busines: growth and suostamability. MSME:= with structured finaneial
practices were better equipped to handle market fluctuations, make informed mvestment decizions,
and sustain long-term profitability.

Caza Study: In Kamataka's Honasa Indusnal Area, BISEMME: that wiilized efficient financial
management tools, such as budzetnz, financial foracasting, and cash flow analysiz, expenanced
immproved financial performance. These practices allowed businesses to axpand, manage debt
effectrvely, and reimvest profits mto zrowth mrfiatives, contributing to theirr sustained suecess m
competitive markets.

Eole of Microfmance m Supporting SKE Growth in Pakistan: The study by [drees at 2l (20227 m
Pakistan highlight= the siznificant impact of microfinance on SKME growth, focusing on the hink
betwesn access to financs and buzineszs expanzion 2MEs that leveraged microfinance services
reported increased mvestment in new projects, higher production capacities, and enhanced markeat
competitiveness. The study emphazizes that microfinance not only facilifates busmmess growth but
also encourages the development of financial literacy among SME owners.

Case Study: In Karachi, microfinancs programs enablad SWEx to access caprtal at affordzble rates,
which they used to expand operations, enter new markets, and mvest in workforce development.
The result was 2 sigmificant increaze in both busmess tumover and prefitability, illustrating the
transformative potential of mucrofmance m supporting 2ME growth

hficrofinance az an Instrument of Busmess Expansion: Patinak et al. (2024) outlmed a
bibliometric analysiz of the role of microfinance m support of SMEs, specifically m developing
regions. Microfimance would provide accesmble low-cost finamcial servicez for small
enfrepreneurs who are often deprrved of normal banking facilihesz, The broad mmpact of
microfinance 15 seen m the ability to empower SKEz by squppme them with the necessary capital
to grow, diverzify, and mmnovate It forms a commection that this ressarch draws between

microfinance and the mprovemant of financial management practice and parformance of business.

7. Government and Institutional Support

Programs Azzisting 3mall Busineszes m Finance
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Fmancial suppert schemes go a long way in helping small busineszaz grow and =zurvive,
particularly in LAIC:, where the failure to acceszs financial resources 1= often quite a zsignificant
constramt. Az earhier studies indicated, the MEMEs significanthy confnibute to sconomic growth
and emplovment gensration but are financially dizadvantaged becausa they lack a certain credit
history and have inappropriate collateral for investment and more workmg capital (Dela Cruz ot
al., 2023). For these nssds the sovernment together with the private sector offers several
mmtervention packages along thesze lines: back financing from the govemment, regulation support
to improve MESME access to financial services.

Thesa financizl suppert packages often melude a series of measure: from laws and regulations to
facilitate the sazier access of credit extendad to companies without fypical financial backmg. From
the MMalaysian perspective, GFS has been sugzested fo enhance the competitvensss of ShEs=
through technological means, such az clond ERF systems, designed to give companiss an edge
competition (Jaxeela et al  2022).

Crovernment interferencs had also infroduced the Pavecheck Protection Program m the T.E. during
COVID-1%, which ensured contimuity for vulnerable small busineszes. Howeaver, their PPP loans
were distributed unequally, and socioceconomically disadvantaged communities were less likely to
racaive thoze PPP loans, according to rezearch by Wang & Eang (2023}, Such evidence rightly
points to better targeted financial miervention to ensure that fimancial aid 15 provided equitably to
all rezions.

Besides, povernmeant support not only improves the parformance of an orgamization but also helps
m achieving finaneial satizfaction of owners 1n small enterprizes. Fecaiving such support has baan
maproved by inereazed finameizl satizfaction and 1= asszociafed with ynfanouzzhle financial

experiences and undssirable finanecial behaviors (Lee et al., 2023, This 15 evidencs that providing
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both the aspects of financizl matters and educating the peopls on financial matters 1= gmte

neceszary for sustenance in the long run.

Policies to Strengthen Financial Practices

Fmaneial Incentives and Support Mechanizm

Subsidies, tax incentrves, direct investmentz of public fimdz, all thesa are highly vital to support
establishments i1 adopting sustainzkle practicesz. Fmancial help reduces some obstacles m the face
of small and medium enterprizes, mainly from emerging marketz and developing economiss.
Hence, the structured assistance also promotes investment in green tachnolegies and practices for
SME= to develop newar, gresper buszineszz modelz. For instance, public gnarantees raize SME
profitabulity; theyv are mdeed effective m ztabilizing firme at the micro-sized levels, which,
oftentimesz, are the most unstable to SCONOIC shocks,
2. Sustamability Eeporting Requirement

Sustamability reporting requirement on 2MEs: requirements necessarv to make effectrve
sustamability reperting: Enhancing fransparency and aceountability through the mtroduction of
sustamability reporting requirements. In lne with the G20 Sustainabla Financs Eoadmap, thersa 1=
a meed for comzistent and comparable datz on sustaimabaliby nisks and opportunitisz. With
standardizad reporting practices, zovernments would find ® easy to further imcreasze access to
sustamahle finance among SMEs, leading to the promotion of their adoption and implementation
of environmentally responsible practices. The OECD strasses that a framework must be provided
that as=zistz SK{Ez 1n reporting whils not "over-burdenme them with the costs of complianes”.

3. Capacity Buildmg and Education

Fmancmg illteracy and izgnoranes of environmental sustamability are the primary challenges to
the zdaptation of 3W{Ez in sustammabla practices. The government haz to begin buldms capacitiss
through traming, education rescurces, and education programs to empower SKE owners and
managers towards being aware of the significance of sustainable practicez. Affer govermments
enhance their kmowledze and awareness regarding this culfural shaft toward sustamabality, they
can enforca and remfores it within the business community 4. Eegulatory Support and Complianes
Clear regulatory frameworks which ensure respact for emvironmental safety laws are azzential in
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ths encouragemant of SAE: to embrace sustamable practicesz. One fundamental constraint on the
emvironmental suztamakbility of developing counfries haz been charactenizad by 2 lack of
govemmeant support and regulatory enforcement Governments can mstitute policies that are hoth
control and encouragement policies, perhaps in phaze-zpecific compliznes that will enable the
SLIEs to adapt gradually to meeting such requiremeants.

3. Cooperation of Stakeholders

It 15 alzo nacessary to foster cooperation among the stakeholders: the public metrtutions, privats
enferprizes, and the nom-povermmental orzamizations m developmng a supportrve sustainable
practice ecosyvstemn. This mvolrement by the sovernments can come m the form of promoting
partnerships and cellectrve efforts where a pool of resources and expertize may be tapped from the
various sectors. Such an effort may lead to more mnovation and shared kmowledze, hence better
financial practices by SME=.

6. Fazaarch and Davelopment Support

Government imvestrment in research and developmient serves as a significant catabyst for the
advancemeant of sustainable technologies and practices. Through the financing of zevaral inrfiatives
m the 'sustamabibity B&D' portfolio, the povemment can accslerata mnovation in the agn-food
zector, as well as bevond it, thareby helping to raduce the impact on the environment but alse to
fostar SKE growth by placing cutting-adge technologies and practices 1n more prosumate reach
with better efficiency in their operations.

7. Disaster Balief and Crisiz Management

Effectrve dizaster reliaf policies and criziz management can significanthy mflusnce the response of
SMEz fo economic downturns. Governments can directly contnibute to stabilizmg SME businezs
operations through finaneial support during the periods of oceurrenca of such crizes and effectrve
racovery schemes that enabls SMEz to invest m sustamable practicez. Public puarantess have,
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mmdeed, been demenstrated 1 various studies as to promote the financizl health of the EME: on

1sEuance.
Eole of Microfmance Institations
Microfinance mstitubions are also very mstmmental m the promotbion of women enfrepreneurship;

other areas that suppert LS5, Govemment pelicies play 2 role m bolstering their mmpact by
providing access to credit and savings products specifically desiznad for women (Abebe & Ezene,
2023). Btudies show that credit acceszsibility has 2 postive aszociation with the progress of the
women entrepreneurs (Khursheed, 2022).

Govermment can also help in skill development raming and financial literacy, which 1= a2 must
requirement for empowering wonen enfrepreneurs, according to Mehahaw et al. (2023). Public-
privats partnerships enhancs the operational capacity of MFEI= and encourage mentorship, a=z well
az role modsling, to the novice busmess owners, according to Fiodaus =t al (2020).
Besides, a healthy facilitatory regulatory environment for MFLs can ensure fair lending practices
and operational liberty nesded to foster an enabling environment for women entreprensurship
activities (Khursheed, 2022).

Finally, data collection helps 1n fracking and aszessing the swecess of MFI:, which would help
policvmakers to  further enhance supporbive programs (Abebe & Eegme 20230
Summary In short, targeted govemmental imifiatives will greatly complement the contribufion
made by MFIz m sustamabls sconomic development through enfreprensurship and MEE growth

for women.
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B. Recommendations for Enhancing Finanecial Practices
Training and Development for Entreprensurs
Strategic attemfion to the development of entrepreneurs m EMEs can enhance financial practicas
in the enterprise. Fecent researchas have affordad the recommendations:

1. Financial Literacy Training The eatreprensurs should be constantly traimed m financial
literacy to improve their knowlsdge on financial management, budgeting, and capital allocation.
According to research, financial Iiferacy 15 important to enhance the performance as well az access
finanecing for BME:, especially in emerging markets (Al-sham ot al | 20247

2. Dvigital Finaneial Literacy Smea digital tools faature extenzivaly m modam entrepransurzhip,
dizital financial skalls must al=o zccompany entrepreaneurzhip education. Digital financial Ifteracy
has been showm to increaze financial meluzion and improve access to cradit for SKhiEs (Al-cshamm
etal 2024).

3. Knowledge Manasement and Problem-Solving Skills: Traming programs need to be
equipped with knowladze manapement and problem-solving =kalls so that entrepreneurs can be
provided with the decision-making potential to boost orgamzational performancs (Bawono et al.,
2022

4. Homan Rezource Management: Lotz of studies have proven that favorabls HE practices,
among which are emploves empowerment and skill development, go with businesz succezs.
Trammng needs to be put mto leadership and team bmlding to enhancs overall productivity.

Improved Accezs to Financial Tools and Services

Hugze benafitz will ke reaped by SMMEz with adoption of digital finance selutions. More accezzible
financial tools saze fmancmg constraints and promete immovation. The research on Chmese SKE=
ravezled that corporate financing constraints are relieved by digital finanes, thereby droving
mnovation and businesz growth (Yao & Yang, 2022).

Fmancizl Literacy: SME owners nead a high level of financial literacy to ensure good decizion
makmyg in regards to financial performances. A study concluded that financial literaey determines
firm sustaimabilifty while also explaining considerable aceess to external finance. Government and
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private mstitutions need to provide targeted financial literacy trammme to entrepremeurs.
Innovratrve Funding Schemes: EMEs need to exploit all avenues of finance to develop funding
mnovation: like vemfure capital and mucrofinance. Immovabion funding schemes that are
sustamable, naw, and mmevative have baan observad to aid the access of SMEs toward all the
resources they desire for growth.

Public and Prrvate Sector Collaboration: the public sector and the private sactor should collaborate.
Thiz can enhanes access to finance by SWEz, azpacially m low and middle-income countries. Az
noted, systemic mibatives such as cradit puarantees and financial inchision are known to ke good
for access to finance for SKMEz (Dela Cruz et al , 20237

Leveraging Technaology for Financial Manazement

Adopt Dizital Finance Solutiomz: SWEz should embrace digital finance so that they can
overcome the constramts of fraditional financing and sopport mnovation. The mpact of digital
finanecial inclusion on technological innovration activities m non-state-ovwned and high-tach SKiEs
15 positive. The small and medium-sized enterprizes can accsss fmancial services with efficiency
and at lowr cozts by laveragping digital platforms, hence the possibility to mvest 1n growth and
mnovation (Yao & Yang, 2022; Gu et al | 2023).

Uze of Big Data in Financial Planning : Through big data analytics for financial management,
accuracy m budzetng and forecasting can be mereasad. Big data help SWEz make datz-immformed
decizions and mmprove their finaneial planning and sustamability. According to a study, the uze of
big data in financial bodgetng 1= diractly related to the long-term sustamability of a technology-
bazad SME and itz fmancial health (Zhang & Wang, 2022).

Adopt Financial Technologies (FimTech): SKIEz can enhance ther fimancial practices by
embracing smerging fimancial technologies such az blockchain, Al and predictive modsling.
Thesa tools have imereased the automation of proceduras, reduced working costs, and imecreased
finanecial precizion. FinTech zolutions alzo make transactions more straightforward and provide
eazier access to capital, improving financial management in general Jlgpmika & Akmeola, 2023).
Imvrast mn Franeial Literacy Programs: For SME owners, the development of financial literacy 1z
erecial for effactive use of financial technology and makmg well-mformed decisions. Improving
their financial knowladge would empower SHIEs to better adopt the utilization of fimancial
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technology tools for managing finances, which eventually would lead to sustainable business
practices as well as supenior financial outcomes (gpmika & Akmola, 2023).

Laverage the Support of the Government and Private Sector ShEz should lock for finaneial
management support both from the government sector and the private sector. Public sactor
imitiatives, like tax incentivas and financial advisory services for SKIEs, could help them bypass
some of the technology and finance barriers. Furthermors, partnarships between the public and the
private sactors could accelerats digitalization, making access to finances easiar for SME: (Inemna
etal, 2024).

0. Concluzion

Summary of Findings

The rezsearch on financial practices of micro and small-scale enterprizses provides several maights
mto the nature of the financial constramts facing these anterprizasz and their strategies for coping
with them. Accezz to exfernal financing 1z still the most mmpertant factor that hinders zmall
busineszaz since lonited credit hiztory and mstitutional barners result in imadequate collateral
hiost small busineszas raly heavily on mtemal funds or mformal sources of finance. It drew
attention to an underufilizad application of fmancial management tocls and fechnigues n micro
and small enterprizes, typically resulting m waste and mefficiency m budgsting, financial
planning, and cash flow manazement. Lastly, adoption of dizital financial tools - while stll in =
mfaney for most small busineszes-is indicative of the tremendous scope for iImproving access to
cradit and making financial managsmeant sasier.

Implications for Small Buzinezs Owners

It 15 prudent for ownars of small busineszes to focus on financial literacy by ensuring that they

have put in place suitabls formal financial management processes that they should base thewr long-
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term sustainability, With the nze of many digital fimance solutions and financial technologies,
cradit access 1z gomg to becomes lesz constramt than traditional boundaries, and therr financial
planning and decizion-making will also moprove. It 15, therefore, prudent for owners of =uch
busmesszaz to advance their budzeting, forecasting, and cash flow management using financial
education programe and advizory services. Data analytics couplad with financial tools in the digital
will help streamline operations, encouraging better financial hezlth, and subsequently =upport
growth and imnovation.

Implications for Policymakers

The import of theze concluzions for policy makers 15 the need for interventions especially targeting
micro and small businesses to provide accesz fo financial services. Thers is a need to design
programs fto enhance access to affordzkble credit, parficularly among thoze busmessaz that are
devoid of significant collateral or credit history. Additional oppertumities melude improving the
ability of small busmess owners by offering training prosrammes regarding fimancial literacy and
partnerzhips with the finanecial mstitutions m order to make better decizions. There 1z also scops
for public-private partmerships to scale up the adoption of digital finance platforms in reducing
finanecing constrainfs and stimulating economic growth among micro and small enterprizes.
Fegulatory frameworks should also evolve to facilifate scaling up of digital financial tools, with

attention paid to making them accessible and to the benefit of small-scals enterprises.
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