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1. Introduction

Sustainability has become a vital component for businesses in order to overcome environmental challenges, perform socially
responsible business practices, and address economic uncertainty. Organizations prioritize setting targets for societal well-
being and environmental standards in line with financial returns (Tapaninaho & Heikkinen, 2022). Hence, these approaches
could support businesses to maintain long-term success by putting efforts toward social responsibilities, encompassing
economic aspects and protecting the environment (Agu et al., 2024). The strategic integration of sustainability with business
operations is highly noticed as a strategic pillar for companies rather than a philanthropic initiative (Broccardo et al., 2023).
When companies focus more on sustainability initiatives, they are more likely to gain a competitive advantage and a better
business reputation in the market.

In Saudi Arabia, sustainability has become a key indicator for the economy as part of Vision 2030. It emphasizes economic
diversification and transformation in line with social development and environmental initiates (Mufleh et al., 2026). Small
businesses play a vital role in Saudi economic development in achieving the national agenda (Yusuf & Lytras, 2023). Hence,
small enterprises are encouraged to comply with sustainable initiatives and regulations in order to reduce costs and enhance
profitability (Daly & Jarboui, 2025). Keeping in view these facts, empirical research examining the impact of sustainability
on financial performance remains limited in the context of small businesses in Saudi Arabia. Sustainability comprises core
dimensions such as economic, environmental, and social practices in order to lead business in the market and secure a
competitive advantage (Singh et al., 2022; Ghanem & Alamri, 2023). Small firms can enhance their operational efficiency
and build stakeholder trust. Small businesses can achieve long-term goals by complying with sustainable practices.

* Corresponding author

E-mail s.alateeg@mu.edu.sa (Sultan Alateeg)
ISSN 2371-8374 (Online) - ISSN 2371-8366 (Print)
2026 Growing Science Ltd.

doi: 10.5267/1.jpm.2026.5.008


mailto:s.alateeg@mu.edu.sa

662

Economic sustainability relates to initiatives that focus on resource optimization, cost cutting and financial viability. It refers
to business strategies such as providing better products, effective procurement and innovation in offering new products and
services (Sarkar et al., 2022). When firms opt for economic sustainability, then it gives them an edge to maintain their position
in the market. It is connected with operational efficiency and financial stability (D'Adamo et al., 2022). Small businesses in
Saudi Arabia can take advantage of this by ensuring better control over costs and adapting to dynamic market conditions in
order to keep a long-term business agenda.

Environmental sustainability refers to overcoming the negative impact on the environment by focusing on practices such as
energy conservation, waste recycling and use of low-impact technologies for business operations (Henderson & Loreau,
2023). When small businesses opt for regulations that support the environment, it helps to gain benefits in terms of reputation
and trust of stakeholders (Arslan et al., 2022). Environmental sustainability is closely linked with the Saudi national agenda
aimed at reducing carbon emissions, safe natural resources and focus more on renewable energy. Hence, it provides direct
benefits to small businesses such as cost cutting, better relationships with stakeholders and enhanced operational efficiency
(Abubakar et al., 2022).

Social sustainability refers to societal well-being, protecting employee rights, and providing benefits to society. Moreover, it
is linked to the skill development of the workforce, gender equality, work for human rights, and safety (Grybauskas et al.,
2022). It provides an edge in the market in terms of enhanced business reputation, workforce satisfaction, and ensures
customer loyalty. Altogether, it brings outcomes in terms of financial gain in the long term. Social reforms are the key pillar
under Saudi Vision 2030 and small businesses should emphasize more on social practices to connect with the community,
maintain a positive brand image and retain talent in the company for a longer period.

Sustainability impact on financial performance has been widely discussed in the literature, yet the specific dimensions, mainly
economic, environmental and social aspects, for small businesses remain mixed in Saudi Arabia. Therefore, this study aims
to empirically examine the influence of economic, environmental and social sustainability influence on financial performance
in the context of small businesses in Saudi Arabia.

The study structure comprises the following sections: the second part presents the literature review and hypotheses
development. The third section covers the methodology. The fourth section provides the results, which is followed by the
discussion. The last part covers the conclusion of the study.

2. Literature Review

Sustainability has taken a vital position in the present era for businesses worldwide to ensure that their operations are well
aligned with social and environmental agendas (Rodriguez-Espindola et al., 2022). Sustainability is multifaceted and has
many elements. Its use has become widespread recently and it has been conventionally linked to many aspects of
organizational performance, the most important of which is financial performance. Performance indicators have been
established to measure it, which have been used by researchers and practitioners. Modern startups prefer to work on strategies
that support them to achieve financial gain and also achieve the social and environmental goals (Shahbaz & Malik, 2025).
Sustainability comprises three main dimensions, namely economic, environment, and social. Hence, when companies align
such dimensions with business objectives, then it helps them gain further benefits such as a competitive advantage, a
connection with society and trust building with stakeholders. In the context of Saudi Arabia, sustainability is linked to the
national agenda, where social development, economic diversification, and the safeguarding of the environment come as
priorities. Small enterprises are encouraged by institutions to opt for sustainable practices to align with national policies and
enhance operational efficiency (Coelho et al., 2023). Hence, this could be supportive for small businesses to adopt modern
business practices to become market leaders and maintain a competitive advantage. Financial performance relates to a
company’s ability to achieve financial gain, increase market share, and profitability. It depicts better results based on the
strategic direction of the company. Sustainable initiatives could be supportive to overcome cost, enhancing operational
efficiency, minimizing risk, better employee engagement, and performing business in a safe environment (Zangara & Filice,
2024). Altogether, it ensures an increase in revenue and sustainable growth.

2.1 Economic Sustainability and Financial Performance

Economic sustainability refers to certain practices that bring long-term outcomes in terms of financial gains by utilizing
resources efficiently. Primarily, it comes under the cost reduction, better investment plans, reducing waste, and effective
procurement (Nogueira et al., 2024). When organizations prioritize plans for profitability and overcome operational costs,
then it comes under the strategy of economic sustainability. In the case for small businesses, where they have limited resources,
economic sustainability practices can improve their business resilience (Menne et al., 2022). A better strategy for economic
sustainability brings positive outcomes with long-term growth plans for the company. Economic sustainability provides an
option for a company to maintain business stability through the effective utilization of resources. When companies opt for
cost-reduction plans and find out ways to utilize resources efficiently, then it will ensure that profitability can be increased
(Fernando et al., 2023). Investing in innovation and quality improvement could bring better results for small businesses to
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sustain their businesses in the market (Khan et al., 2022). In the case of Saudi Arabia, economic sustainability is highly
relevant when companies face a shortage of capital and bear more cost to sustain their business. Hence, this could be
supportive for small businesses to achieve better results in financial performance. Thus, the following hypothesis is proposed.

Hi: Economic sustainability influences financial performance.
2.2 Environmental Sustainability and Financial Performance

Environmental sustainability relates to initiatives that help to protect the environment and take action to create a safe
environment from damages (Chen et al., 2023). It comprises energy conservation, waste reduction, and the utilization of eco-
friendly systems to perform business operations. When companies set an agenda for environment safety and protection, then
it helps their businesses to get a positive business reputation in the market (Naeem et al., 2022). For small businesses, it
becomes a vital component to ensure that their business operations are properly aligned with environmental compliances.
Hence, it could be supportive for small businesses to have better operational efficiency (Sarfraz et al., 2023). In the case of
Saudi Arabia, environmental goals are also part of the national agenda and receive support from it to do better in order to
reduce carbon emissions and opt for green technologies. Moreover, small businesses should opt for integrating environmental
sustainability in order to reduce operational costs, satisfy environmentally conscious customers, and indirectly enhance
financial performance (Giannopoulos et al., 2022). Environmental sustainability provides direct and indirect benefits to
companies. The initiatives that support recycling, energy conservation, and the safeguarding of the environment bring better
performance results for companies (Deb et al., 2023). Environment initiatives have emerged from the national agenda of Saudi
Arabia, where the adoption of green practices is highly recognized by stakeholders. When small companies opt for
environmental sustainability, then it helps to enhance their market reputation, attract more customers, speed up the business
operations, and ultimately support profitability. Thus, the following hypothesis is proposed.

Ha: Environmental sustainability influences financial performance.
2.3 Social Sustainability and Financial Performance

Social sustainability is linked with employee well-being, the betterment of society and communities while performing business
operations. It deals with practices such as gender inclusion, human rights, safety, and employee engagement and development
(Coelho et al., 2023). When companies opt for such practices that fall under social sustainability, then it helps businesses to
ensure employee loyalty, satisfaction and productivity (Singh, 2024). It is a vital component for small businesses to ensure
that their organizations work on sustainability indicators. Social sustainability gives a competitive advantage to companies in
terms of building their brand and image in the market. In Saudi Arabia, social sustainability is linked to workforce
diversification and community development. Furthermore, it is well connected with labor reforms. It helps small businesses
to attract a more competent workforce and enhance a positive reputation in the market (Chandrakant & Rajesh, 2023).
Moreover, social sustainability enhances stakeholder trust over time. Social sustainability pays more attention to community
engagement and human rights. It leads to corporate legitimacy. It is necessary for companies to focus on workforce reforms
and gender equality in order to align their business operations with national development goals. Small businesses can attain
financial success by focusing more on employee retention by offering them benefits and engaging them work effectively
(Naeem et al., 2022). Thus, the following hypothesis is proposed.

Hs: Social sustainability influences financial performance.

Fig. 1 presents a research model.

Economic
Sustainability
H1
Environmental 2 Financial Performance
Sustainability of Small Businesses

H3

Social Sustainability

Fig. 1. Research model.
3. Methodology

A quantitative research design was used to measure the influence of sustainable practices on the financial performance of
small businesses in Saudi Arabia. Data were collected using a convenience sampling technique from 332 employees working
in small businesses in Saudi Arabia in March 2026. A self-administered questionnaire was shared online with study
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participants. Informed consent for participation in the research has been obtained. A five-point Likert scale was used to gather
the responses from 1=strongly disagree to 5=strongly agree. Economic sustainability was measured with six items adapted
from Rai et al. (2021). Environmental sustainability was assessed with nine items adapted from Roxas et al. (2017). Social
sustainability was measured with six items adapted from Hegevold et al. (2015). Financial performance was evaluated with
five items adapted from Sambharya (2011), and participants were asked to rate performance over the past three years on a 5-
point scale from 1= significant decline to 5= significant increase. Data analysis was performed using structural equation
modeling.

4. Results

Table 1 presents the profile of the study participants. Males represent a significant portion as compared to females in small
businesses. Young adults represent 65%, aged under 35 years. Around 87% of participants have less than six years of
experience, indicating a beginner to mid-career level. The majority of participants hold a bachelor’s degree, accounting for
64%, followed by a Master’s degree at 23%.

Table 1

Profile of study participants (n=332)

Demographic Variable Category Frequency Percentage (%)

Gender Male 217 65%
Female 115 35%

Age (Years) Less than 25 81 24%
25-34 131 39%
3544 102 31%
45-54 18 5%

Experience Less than 1 year 87 26%
1-3 years 92 28%
4-6 years 109 33%
7-10 years 44 13%

Educational Secondary or below 43 13%
Bachelor’s degree 212 64%
Master’s degree 77 23%

Table 2

Measurement model

Cronbach's Composite Average variance

Items with constructs Loadings alpha reliability extracted (AVE)
Economic Sustainability 0.825 0.869 0.596
ES1: “We invest in corporate social responsibility without hurting our profits” 0.749

ES2: “We minimize waste to reduce our material cost” 0.723

ES3: “We sustainably procure and preserve the materials to increase their lifecycle” 0.756

ES4: “We reduce resource consumption for sustainability” 0.701

ESS: “We reuse resources to reduce our costs” 0.729

ES6: “We invest in quality for the increased life cycle of products” 0.792

Environmental Sustainability 0.847 0.88 0.651
EnS1: “Our company practice recycling of wastes” 0.898

EnS2: “Our company work on water and electricity conservation” 0.834

EnS3: “Our company conduct training on environmental awareness” 0.765

EnS4: “Our company participates in environmental programs” 0.703

EnSS: “Our company has low impact manufacturing technology” 0.832

EnS6: “Our company communicate with customers/buyers” 0.707

EnS7: “Our company deals with environment-friendly suppliers” 0.712

EnS8: “Our company sustainability is an integral part of our business plans and operations” 0.883

EnS9: “Our company plan for environmental protection is part of business” 0.782

Social Sustainability 0.823 0.859 0.711
SS1: “My company take current activities in the community into account” 0.827

SS2: “My company consider the social well-being of society” 0.829

SS3: “My company promote women to senior management positions” 0.793

SS4: “My company focus on equity and safety of the community” 0.755

SS5: “My company focus on improving the general education level” 0.756

SS6: “My company promote individual rights both civil and human rights” 0.773

Financial Performance 0.872 0.907 0.662
Performance of your business over the past three years in the following areas

FP1: “Net revenue” 0.821

FP2: “Gross Profit” 0.789

FP3: “Sales growth relative to competitors” 0.855

FP4: “Number of Employees” 0.782

FP5: “Market Share” 0.816
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Table 2 shows the assessment of the measurement model. Items loadings for all the constructs were above the 0.7 threshold,
confirming the indicator reliability. Cronbach’s alpha for economic sustainability is 0.825, environmental sustainability is
0.847, social sustainability is 0.823, and financial performance is 0.872, all above the threshold of 0.7. Composite reliability
for economic sustainability is 0.869, environmental sustainability is 0.88, social sustainability is 0.859, and financial
performance is 0.907, all above the threshold of 0.7. In terms of convergent validity, the average variance extracted (AVE)
for economic sustainability is 0.596, environmental sustainability is 0.651, social sustainability is 0.711, and financial
performance is 0.662, all above the threshold of 0.50. Table 3 shows the discriminant validity using the Fornell-Larcker
criterion. The diagonal values are higher than the corresponding inter-construct correlations. Thereby, it establishes adequate
discriminant validity.

Table 3
Discriminant validity (Fornell-Larcker criterion)
Economic
Sustainability Environmental Sustainability Financial Performance  Social Sustainability
Economic Sustainability 0.725
Environmental Sustainability 0.636 0.871
Financial Performance 0.685 0.684 0.813
Social Sustainability 0.561 0.646 0.697 0.714

Table 4 shows the assessment of the structural model. Economic sustainability indicates a significant positive influence on
financial performance (f = 0.364, t = 6.987, p < 0.001), supporting H1. Environmental sustainability indicates a significant
positive influence on financial performance (f = 0.283, t =7.384, p <0.001), supporting H2. Social sustainability indicates a
significant positive influence on financial performance (f = 0.461, t = 4.409, p = 0.001), supporting H3. Hence, social
sustainability indicates a stronger influence on the financial performance of small businesses. Figure 2 presents the coefficient
of determination, with an R? value of 0.591, indicating 59.1% of the variance explained by economic, environmental and
social sustainability, indicating substantial explanatory power.

Table 4

Path coefficients
Paths Beta Standard deviation T statistics P values Results
Economic Sustainability — Financial Performance 0.364 0.166 6.987 0.000 H; supported
Environmental Sustainability — Financial Performance 0.283 0.147 7.384 0.000 H, supported
Social Sustainability — Financial Performance 0.461 0.135 4.409 0.001 Hj supported

Economic Sustainability

0.364 (0.000)

EnS5 4—6.972 0.283 (0.000)

Environmental Sustainability

0.461 (0.001)

Social Sustainability

Fig. 2. Structural model
5. Discussion

The study findings indicated a strong positive relationship between sustainable business practices and financial performance.
Altogether, economic, environmental, and social sustainability practices in small businesses explain 59.1% of the variance in
financial performance. Hence, it indicates strong explanatory power and confirmed that sustainability dimensions play a vital
role in attaining better business outcomes. Economic sustainability indicated (B = 0.364), environment sustainability indicated
(B = 0.283) and social sustainability indicated (B = 0.461) effects on financial performance. Hence, social sustainability
indicates a stronger influence compared to the others in small businesses. When companies promote societal well-being, work
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for community welfare, and pay attention to human rights, it helps to improve their performance. Moreover, social initiatives
bring outcomes for companies in the form of corporate reputation, trust, and ensure longer commitment of employees within
the organization (Yadegaridehkordi et al., 2023). Sustainability initiatives become very supportive for companies to stay ahead
of market competition and enhance their brand image in the market. As a result, it provides extensive support to win the trust
of stakeholders and gain financial success.

In terms of economic sustainability, when small businesses focus more on the cost-cutting strategies, waste reduction, and
resource optimization, it leads to better financial performance for the companies (Al Amosh et al., 2023). These findings are
linked to the resource-based view, which postulates that effective management of internal resources can bring long-term
profitability and give a competitive advantage. In terms of environmental sustainability, when small businesses focus more
on practices that align with energy conservation, the use of recycled materials, and procure materials consider environmental
agenda, it leads to better results for performance (Sarfraz et al., 2023). Environmental sustainability can give advantages in
the shape of cost saving and enhanced market reputation. It helps to attract more customers who are conscious about the
environmental issues (Ahmad et al., 2024). Altogether, the results confirm that sustainability is more of a strategic initiative
for the small businesses. The integrated approach for sustainability brings positive outcomes for businesses. It is necessary
for small businesses to opt for a holistic approach to sustainability to attain financial viability.

The study findings have important implications for small businesses in Saudi Arabia. It is vital for companies to give priority
to sustainable business practices as part of their major business strategy. Hence, the country’s Vision 2030 provides extensive
support to small enterprises to implement smart management systems and optimize processes via innovation. In this regard,
companies can align their business objectives with national priorities in order to attain financial gains.

Saudi companies can benefit from programs introduced for the betterment of society and communities. The strong influence
of social sustainability supports strategies for welfare, safety, and well-being of the workforce. Hence, it is necessary for
companies to pay attention to introducing initiatives for the betterment of society and communities. Small companies should
take part in the social initiatives to maintain their better reputation in the market. It brings positive outcomes for business,
especially in the terms of employee loyalty, as this is a crucial part of the Saudi labor market.

Most importantly, small businesses in Saudi Arabia should pay more attention to cost-effective strategies to introduce their
products and services at competitive prices, as this helps to retain customers for a longer period. Companies should focus on
innovative strategies to cope with operational costs. When companies choose lean practices and lifecycle-based resource
management, it brings positive outcomes for businesses.

Environmental sustainability has become a crucial component for companies in Saudi Arabia. It is important for small
businesses to opt for environmentally friendly initiatives such as recycling, waste management, and energy saving practices.
Small businesses can implement efficient energy systems to reduce costs and stay competitive.

Furthermore, policymakers and institutions can play an intermediary role to design policies for sustainability initiatives for
small businesses. Recognition programs can be designed to promote sustainability initiatives in the country. It is necessary to
conduct technical training programs for small businesses to promote economic, environmental, and social sustainability
practices in their routine business operations. Additionally, financial incentives can be provided to small businesses to promote
and implement sustainability initiatives.

6. Conclusion

The study provides insights into how sustainable practices in small businesses lead toward enhanced financial performance
in Saudi Arabia. The findings revealed that economic, environment and social sustainability altogether have positive and
significant influence on financial performance. Additionally, social sustainability posits stronger impact as compared to the
others. All the sustainability dimensions depict stronger explanatory power on financial performance of small businesses.
Sustainability is more of a strategic pillar for small businesses to sustain their operations in the market. Hence, it gives
competitive advantages when companies pay more attention to cost-cutting strategies, protect environment, social well-being,
and waste management. Moreover, innovation is the key for small businesses to explore more ways to deploy modern
technologies and streamline the operational processes. It is important to opt for a holistic sustainable approach to operate
effectively in a competitive market. When small businesses apply economic, environmental and social sustainability in their
routine operations, it helps them gain financial success, increase profitability and remain competitive in the market.
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