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ABSTRACT 

Business practices are crucial for the success and sustainability of micro, small, and medium enterprises (MSMEs). 

Effective business management, including working capital management, helps MSMEs maintain liquidity, support 

growth, and navigate financial challenges. Proper allocation of resources, such as cash flow management, access to 

funding, inventory, and financial planning, ensures that MSMEs can meet day-to-day operational costs and capitalize on 

opportunities for expansion. This paper analyzed the working capital management practices of MSMEs in Samar, 

Philippines and how this can be linked to their economical, social, and environmental sustainability as a local business. 

Business owners (n=388) from Samar, Philippines were purposively sampled to participate in the study. Findings 

indicated low sustainability among MSMEs in Samar, Philippines, highlighting the lack of focus on economic, social, 

and environmental sustainability, with businesses showing poor performance in all three dimensions of the Triple 

Bottom Line (TBL). Likewise, their financial performance for cash management and inventory management was 

underwhelming. Despite the potential for working capital management to improve sustainability, MSMEs in Samar 

struggle with effective implementation. Nevertheless, this paper emphasized the disparity between MSMEs and larger 

corporations in terms of sustainability practices and calls for increased awareness and strategic efforts to integrate 

working capital management and sustainability into MSMEs’ operations, particularly in sectors like agriculture, trade, 

and food services. 

Keywords: financial management; local business; MSMEs, sustainability; working capital management; triple bottom 

line 

1. Introduction 

A sustainability mindset is the way individuals or organizations approach decision-making and actions 

by prioritizing long-term environmental, social, and economic considerations over short-term gains. It is 

characterized by an awareness of the interconnectedness of systems and a commitment to maintaining 

balance across ecological, societal, and economic factors[1,2] People with a sustainability mindset are driven 

by the understanding that human actions can have far-reaching effects on the environment and society, and 

as such, they strive to integrate sustainability into everyday practices and business operations[3,4].  

MSMEs are the backbone of Philippine economy[5,6]. In the Philippine Statistics Authority (PSA) 2023 
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List of Establishments, there are 1,246,373 business enterprises in the country—99.63% are MSMEs, while 

only 0.37% are large enterprises[7]. A particular study conducted in Samar, Philippines indicated that that 

SMEs empowered rural communities by encouraging material, perceptual, and relational changes[8]. These 

businesses created employment opportunities, improved income, and facilitated access to resources like 

healthcare and education, while also boosting self-esteem, respect for individual contributions, and 

encouraging political participation[8]. A separate study also revealed that there is a growing online presence 

among MSMEs on the island[9]. Hence, there is a thriving economy of small businesses in Samar, Philippines 

that require further assessment, considering the inability of MSMEs to expand their operations given 

financial constraints they face.  

This paper believed that financial sustainability efforts are a strategic integration of financial success 

with social, economic, and environmental responsibility. Having sustainability practices with performance 

and reporting, business improves accountability, strengthens stakeholder relationships, reduces conflicts and 

costs, enhances reputation, and increases employee productivity, ultimately generating long-term value for 

both shareholders and stakeholders[10].  

The management of working capital is a critical aspect of an organization’s financial strategy, as it 

directly impacts its liquidity, operational efficiency, and overall financial health[11,12]. For example, content-

analysis studies exploring the link between corporate sustainability and financial performance have evolved 

from focusing on a single sustainability dimension to a more comprehensive approach that integrates 

environmental, social, and financial factors[13]. Effective working capital management involves balancing 

short-term assets and liabilities, ensuring that a company has enough resources to meet its immediate 

obligations without sacrificing long-term growth potential.  

Over the past six years, the trend in business sustainability research has shifted toward integrating 

sustainability practices with corporate performance, combining social and environmental considerations[14]. 

Empirical studies on adaptation and sustainability have explored the connection between entrepreneurs’ 

behavioral intentions and their actual actions. For example, Shepherd et al.[15] examined how entrepreneurs’ 

aspirations for adaptability align with their real-world behaviors. The findings revealed a significant 

correlation between entrepreneurs’ goals of encouraging adaptability and their implementation of adaptive 

practices, such as seeking market feedback, adjusting strategies, and embracing innovation. Ekpo, Etukafia 

and Udofot[16] emphasize the importance of proactive financial management for growing businesses, 

ensuring they align with their capabilities.  

Al Breiki and Nobanee[17] further highlighted that financial management is essential in daily strategic 

planning, urging businesses to adapt as they expand and implement the necessary financial skills to secure 

their future sustainability. For Imhanzenobe[18], the competencies and practices employed by a manager 

significantly influence both financial performance and long-term sustainability of the business.   

TBL and its fundamental principle of sustainability have gained prominence in the business sector 

owing to increasing evidence of enhanced long-term profitability[19,20]. For example, minimizing 

product packaging waste can concurrently decrease expenses of the business[21]. However, in some 

developed economies or industries with greater technological advances, MSMEs encounter distinct problems 

especially in accessing more advanced financial and operational tools[22]. This is true in the context of 

MSMEs in the provinces of the Philippines, as they often fail to respond to the needs of the market due to 

inefficient management and limited cashflow.  

 



Environment and Social Psychology | doi: 10.59429/esp.v10i2.3271 

3 

2. Literature review 

The concept of “mindset,” popularized by Dweck[23], highlights the role of beliefs, goals, and behaviors 

in shaping thoughts and actions. This idea has been extended by authors like Raworth[24], who emphasized 

the need to embed values and goals at the core of an economic mindset suitable for the modern era. Research 

also links mindset to sustainable entrepreneurship[25] and its role in fostering sustainability values, which 

inform strategic decision-making[26].  

Ehrenfield[27] concept of the “Tao of sustainability” emphasizes three key domains—ethical, natural, and 

human—and highlights the importance of cultivating self-awareness, understanding one’s role in the world, 

and prioritizing ethical actions. Approaches targeting individual behaviors, referred to as the “micro-

foundations” of Corporate Social Responsibility[28], align with this perspective. The Sustainable Management 

Practices framework supports these micro-foundations by shifting focus from conventional business training 

methods that emphasize skills and processes (“what” and “how”) to deeper exploration of purpose and 

mindset (“why”), enabling vertical leadership development[29]. This enhanced individual awareness can 

inspire behaviors that contribute positively to organizational goals, such as “organizational citizenship 

behaviors”[30]. Hence, adopting a Sustainability Mindset enables individuals to perceive the world through a 

contemporary and forward-thinking lens, empowering them to make decisions that are purposeful and 

impactful[31]. This mindset encourages reflection on the underlying reasons for actions and the potential 

contributions one can make toward creating meaningful change in their lifetime[32].  

Sustainability has emerged as a critical global concern, with the Triple Bottom Line framework widely 

recognized as a guiding approach for businesses to adopt sustainable strategies[33,34]. This framework has 

garnered increasing support from managers due to its demonstrated ability to enhance companies’ 

competitiveness[35]. TBL encourages economic growth and strengthens competitive advantages[36]. Effective 

organizational planning further supports these objectives by improving efficiency and ensuring the success of 

sustainability initiatives[37]. Corporate planning reflects strategic decision-making focused on maximizing 

profitability while simultaneously embracing sustainability goals[36,38]. This integrated decision-making 

approach aligns with value creation and long-term sustainability[39,40]. Consequently, a shift from 

conventional business performance metrics to the TBL model is imperative for sustainable growth, as 

success now involve both financial performance and sustainability outcomes[41,42]. Sustainable strategic 

management thereby incorporates not only economic value but also the value of social and natural capital[43].  

In Philippine context, Chua and Hae-Young[44] analyzed the connection between sustainability 

dimensions and various financial performance metrics offers actionable insights for investors and 

shareholders. Their findings suggest that Philippine firms with strong economic sustainability practices 

positively influence financial indicators like Return on Assets (ROA), Basic Earnings per Share (BEPS), and 

Diluted Earnings per Share (DEPS). This indicates that such firms can enhance profitability and generate 

higher returns on assets, potentially offering attractive dividends, thereby appealing to investors focused on 

stable and favorable returns. Conversely, the study also reveals that social sustainability initiatives can 

negatively affect metrics like Return on Equity (ROE), BEPS, and DEPS. While this may reduce short-term 

profitability, it underscores an opportunity to attract socially responsible investors who prioritize long-term 

social impact over immediate financial gains.  

Philippine MSMEs face significant challenges due to limited access to resources compared to larger 

corporations[45]. These constraints include operational inefficiencies and deficiencies in technical, human, 

and financial capital. While weak implementation of policies and a lack of awareness or knowledge about 

sustainability further exacerbate these difficulties, making it harder for businesses to adopt sustainable 
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practices effectively[46]. Hence, this paper was conducted understand the sustainability mindset, especially 

through sustainable financing, in the context of MSMEs in Samar, Philippines, and how it can be linked to 

economical, social, and environmental sustainability of the business.  

The TBL framework extends beyond a mere set of objectives, serving as a strategic guide for businesses 

to adopt a more sustainable and comprehensive approach to performance evaluation[47]. TBL has three 

dimensions for sustainability: economic, social, and environmental. Economic evaluation traditionally relies 

on financial metrics such as revenue, profit, and return on investment. However, a more holistic assessment 

incorporates the social dimension, considering factors such as employee well-being, diversity, inclusion, and 

community involvement. In addition, the environmental aspect evaluates a company’s ecological footprint, 

resource efficiency, and dedication to sustainable practices[48].   

In large organizations, efficient working capital management is essential for enhancing overall 

performance and positively impacting firm value[49]. Studies have shown that well-managed working capital 

can increase liquidity, reduce costs, and improve profitability, all of which contribute to higher corporate 

value[50,51]. 

However, the application of TBL is only limited in large-scale business[52], while there is a need for 

MSMEs to adapt to the growing need for effective cash management practices[53]. Hence, this paper looked 

into the role of capital management[49], essentially a form of financial sustainability[54], to assess how it 

develops MSMEs economical, social, and environmental sustainability. For a sustainable capital 

management, financial capital should involve dimensions such as development funding capacity, spending 

rationality, financial effectiveness (including traditional efficiency ratios), financing methods, and the 

taxation system[54].  

3. Methods 

3.1. Research design 

This quantitative study analyzed the positive working capital management of MSMEs in Samar, 

Philippines through the context of sustainable entrepreneurship perspectives. Quantitative research 

systematically investigates social phenomena using numerical data. It involves measurement, data collection, 

analysis of trends and relationships, and verification of findings[55]. This paper is descriptive in nature, which 

examines a sample at a specific point in time[56]. While not statistically complex, having a straightforward 

overview of variables helps the researcher evaluate statistical conclusions within an adequate context[57]. This 

paper was expected to provide overview of working capital management, particularly the cash management, 

accounts receivable management, and inventory management practices, of MSMEs in Samar, Philippines 

following business sustainability initiatives.  

3.2. Participants and sampling 

This study was conducted in Samar, Philippines. Samar, located in the east-central Philippines, is the 

country’s third-largest island after Luzon and Mindanao. It is part of the Visayan Islands archipelago, 

situated in the central region of the Philippine archipelago[58]. The local administration of Samar seeks to 

enhance the lives of Samarnons and promote peace through community-oriented, responsible, and 

sustainable tourism initiatives. The effort, referred to as “Spark Samar,” assists local entrepreneurs and small 

enterprises in promoting their products both within and beyond the province of Samar[59].   

Business owners from the Samar province were purposively sampled to participate in this study. An 

online survey was conducted gathering their responses about their working capital management practices in 

their businesses. To ensure the authenticity of responses, verification measures were implemented, including 
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screening questions to confirm active business operations and cross-referencing business registration details. 

Online purposive sampling is a non-probability sampling technique used in digital research settings where 

participants are intentionally selected based on specific criteria relevant to the study’s objectives[60-62]. Table 

1 presents the summary of the business profiles sampled in this study. 

Table 1. Demographics of purposively sampled MSMEs in Samar. 

Business Profile   n Percent 

Type of Industry sector 

Agriculture, Forestry, and Fishing 215 55.41 

Wholesale and Retail Trade; Repair of Motor Vehicles and 

Motorcycles 
115 29.64 

Accommodation and Food Service Activities 58 14.95 

Form of ownership 
Sole Proprietorship 385 99.23 

Partnership 3 0.77 

Capitalization 
less than P1,500,0001 387 99.74 

P1,500,001-15,000,000 1 0.26 

Business age (year) 

1 - 3 96 24.74 

4 - 6 107 27.58 

7 - 10 106 27.32 

>10  79 20.36 

3.3. Research instrument 

This paper designed a Likert scale for working capital management of MSMEs. Likert-scale instruments 

are predominantly employed to assess psychological constructs, which represent specific aspects of an 

individual’s affect or cognition that may be defined and quantified[63]. The Likert-type item effectively 

captures respondents’ beliefs, emotions, and reactions by providing sequential response categories that offer 

an ordinal structure. This approach facilitates clear distinctions among varying levels of agreement or 

perception, enabling the analysis of trends and patterns across a spectrum of responses[64]. Consequently, this 

study measured business owners’ working capital management practices through three constructs: cash 

management, accounts receivable management, and inventory management. For TBL perspectives, this 

paper also made a Likert scale measuring business economic, social, and environmental performances.  

Validity test was conducted for the two Likert scales measuring their internal consistency. Internal 

validity pertains to the degree to which the measures gathered from the research effectively quantify the 

intended constructs[65]. Cronbach’s alpha is a popular measure of internal consistency reliability[66] where 

higher alpha value suggests greater reliability, with values typically ranging from 0 to 1, where a value above 

0.7 is generally considered acceptable for most research contexts[67]. Table 2 provides a summary of the 

validity test results for each construct in the Likert scale, assessed using Cronbach’s alpha to measure 

internal consistency. The questionnaire underwent validation by experts in business ventures to ensure its 

appropriateness and relevance for the study. These experts evaluated the content for clarity, accuracy, and 

alignment with the research objectives, ensuring that the items effectively captured the key constructs being 

measured[68].  
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Table 2. Credibility results using Cronbach’s alpha. 

Construct 
Number 

of Items 

Cronbach’s 

alpha 
Scale Validity 

Working Capital Scale 

Cash Management 

Accounts receivable management 

Inventory management 

4 

4 

5 

0.76 

0.76 

0.77 

Valid (acceptable) 

Valid (acceptable) 

Valid (acceptable) 

Sustainability Scale 

Economic 

Social 

Environmental  

7 

4 

4 

0.79 

0.77 

0.77 

Valid (acceptable) 

Valid (acceptable) 

Valid (acceptable) 

3.4. Data gathering procedure 

Participants were purposively selected based on their qualifications, such as being business owners in 

the Samar province actively managing MSMEs. Before administering the questionnaire, participants were 

informed of the study’s objectives and confidentiality measures, and their consent was obtained via an online 

consent form. The validated questionnaire was then distributed electronically through platforms like email or 

Google Forms, accompanied by clear instructions and a set deadline for submission. To ensure authenticity, 

verification measures were implemented, including screening questions to confirm the participants’ active 

business operations and cross-referencing business registration details. Throughout the data collection 

process, responses were monitored for completeness, and follow-up reminders were sent to non-respondents 

to enhance participation rates. Additional measures, such as checking for duplicate entries and consistency in 

responses, were employed to maintain data integrity. 

3.5. Data analysis 

The data analysis process was conducted using Jeffreys’s Amazing Statistics Program (JASP) version 

0.19.0.0, an open-source statistical software. Descriptive statistics, particularly the calculation of weighted 

mean, were employed to summarize and interpret the participants’ responses. This provided a clear 

understanding of central tendencies within the dataset, helping to identify patterns and trends in the working 

capital management practices of MSMEs in Samar and their perceived business sustainability. Table 3 

presents the descriptors for calculated means being used to descriptively interpret the data. 

Table 3. Weighted mean descriptors. 

Scale Mean Range Description Interpretation 

Working Capital 
1.00 - 1.75 

Very Low 

Practices 

Indicates minimal or no significant efforts in managing working 

capital, possibly leading to poor financial health. 

1.76 - 2.50 Low Practices 
Reflects basic or inconsistent practices in managing working 

capital, which may limit financial stability. 

2.51 - 3.25 
Moderate 

Practices 

Demonstrates reasonable practices in managing working capital, 

contributing to stable but improvable financial management. 

3.26 - 4.00 
Very High 

Practices 

Indicates highly effective management of working capital, 

suggesting strong financial health and operational efficiency. 

Sustainability 
1.00 - 1.75 

Very Low 

Sustainability 

Reflects a lack of commitment or effort in achieving sustainable 

business practices, with potential long-term risks. 

1.76 - 2.50 
Low 

Sustainability 

Suggests limited actions taken towards sustainability, which may 

be insufficient for long-term success. 

2.51 - 3.25 
Moderate 

Sustainability 

Reflects a balanced approach to sustainability, with progress in 

economic, social, and environmental areas, but room for growth. 

3.26 - 4.00 
Very High 

Sustainability 

Indicates a strong commitment to sustainability in all three 

dimensions, contributing to long-term success and positive 

societal impact. 

Further, correlation analysis using Pearson correlation coefficient was used to assess the correlation 

between working capital management and the sustainability of MSMEs in Samar, Philippines. This 

coefficient helps quantify how changes in one variable are associated with changes in another and is widely 
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used in statistical analysis to test hypotheses and model relationships between variables[69]. It ranges from -1 

to +1: a positive value (close to +1) indicates a strong positive correlation, meaning as one variable increases, 

the other tends to increase as well, negative value (close to -1) indicates a strong negative correlation, 

meaning as one variable increases, the other tends to decrease, and value close to 0 suggests little to no linear 

correlation. 

4. Results 

Question 1: How effectively do MSMEs in Samar, Philippines manage their working capital, 

specifically in areas such as cash handling, accounts receivable, and inventory control? 

Descriptive analysis in Table 4 indicates that the MSMEs in Samar, Philippines do highly practice 

account receivable management (�̅�=3.49). These businesses extend credit options to customers (�̅�=4.35), 

enforce structured credit policies (�̅�=3.52), and monitor outstanding receivables through customer records 

( �̅� =3.33). However, MSMEs less likely practiced having a systematic policy for collecting accounts 

receivable (�̅�=2.76). 

MSMEs in Samar, Philippines were less effective in cash management practices (�̅�=2.34). They only 

moderately practiced regulated cash reserve for financial stability (�̅�=3.04) and transactions are exclusively 

conducted on a cash-only basis (�̅�=2.89). Businesses less often segregate their business finances from 

personal assets (�̅�=2.13), and unlikely to engage in bank statement reconciliation for accuracy (�̅�=1.28). 

MSMEs also were less effective in terms of their inventory management (�̅�=1.71). Most of businesses 

only implemented the First-In, First-Out approach when managing their inventories (�̅�=2.89). Conversely, 

they are unlikely to apply targeted inventory management strategies to maintain optimal stock levels 

(�̅�=1.18), deploy CCTVs to actively prevent theft (�̅�=1.23), return damaged goods to suppliers to control 

inventory shrinkage (�̅�=1.56), and compile ending inventory reports and verify accuracy through physical 

counts (�̅�=1.70).  

Table 4. Working capital management practices in Samar, Philippines. 

Indicators Mean Interpretation 

Cash Management Practices   

 1. Sustains a regulated cash reserve for financial stability. 3.04 Moderately Practiced 

 2. Transactions are exclusively conducted on a cash-only basis. 2.89 Moderately Practiced 

 3. Periodically engages in bank statement reconciliation for accuracy. 1.28 Very Low Practiced 

 4. Rigorously segregates business finances from personal assets. 2.13 Low Practiced 

  Composite 2.34 Low Practiced 

Accounts Receivable Management Practices   

 1. Extends credit options to customers  4.35 Very Highly Practiced 

 2. Enforces structured credit policies, including defined credit terms. 3.52 Moderately Practiced 

 3. Applies a systematic policy for collecting accounts receivable. 2.76 Low Practiced 

 4. Monitors outstanding receivables through detailed customer records. 3.33 Moderately Practiced 

  Composite 3.49 Highly Practiced 

Inventory Management Practices   

 1. Returns damaged goods to suppliers to control inventory shrinkage. 1.56 Very Low Practiced 

 2. Deploys CCTVs to actively prevent theft. 1.23 Very Low Practiced 
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Indicators Mean Interpretation 

 3. 
Compiles ending inventory reports and verifies accuracy through 

physical counts. 
1.7 Very Low Practiced 

 4. 
Applies targeted inventory management strategies to maintain optimal 

stock levels. 
1.18 Very Low Practiced 

 5. Observe the First-In, First-Out (FIFO)  2.89 Moderately Practiced 

  Composite 1.71 Very Low Practiced 

Table 4. (Continued) 

Question 2: To what extent are MSMEs in Samar, Philippines economically, socially, and 

environmentally sustainable in their operations and practices? 

Descriptive analysis in Table 5 indicates that they were less sustainable economically (�̅�=2.45), socially 

(�̅�=2.20), and environmentally (�̅�=2.21). In economic performance, they were moderately well in increasing 

their sales (�̅�=2.89) and profit (�̅�=3.22). They lack economical sustainability in return on assets (�̅�=1.89), 

return on investment (�̅�=2.03), and decrease in cost and expenses (�̅�=2.12). Likewise, they lack social 

sustainability in managing customer complaints (�̅�=1.85), workforce training and education (�̅�=2.16), safety 

and health of employees ( �̅� =2.34), and labor relationship ( �̅� =2.45). They also lack environmental 

sustainability for reducing emission (�̅�=2.08), material usage (�̅�=2.17), energy usage (�̅�=2.27), and wastes 

(�̅�=2.33). 

Table 5. Business sustainability in Samar, Philippines. 

Indicators Mean Interpretation 

Economic Performance   

 1. Increase in sales  2.89 Moderate 

 2. Increase in profit   3.22 Moderate 

 3. Increase in market share  2.56 Low 

 4. Increase in return on investment (ROI)  2.03 Low 

 5. Increase in return on Assets (ROA)  1.89 Low 

 6. Increase in the number of employees   2.46 Low 

 7. A decrease in cost and expenses 2.12 Low 

  Composite 2.45 Low 

Social Performance   

 1. Safety and health of employees  2.34 Low 

 2. Labor relationship  2.45 Low 

 3. Training and education of the workforce  2.16 Low 

 4. A decrease in the rate of customer complaints 1.85 Low 

  Composite 2.20 Low 

Environmental Performance   

 1. Reduction in environmental wastage  2.33 Low 

 2. Reduction in emission  2.08 Low 

 3. Reduction in material usage  2.17 Low 

 4. Reduction in energy usage 2.27 Low 

  Composite 2.21 Low 

 

Question 3: Is there any significant correlation between working capital management and the perceived 

sustainability of MSMEs in Samar, Philippines? 
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Table 6 presents the summary of correlation analysis for working capital and perceived business 

sustainability. Pearson correlation coefficient indicated that working capital can be positively correlated with 

the sustainability of MSMEs in Samar, Philippines. The findings indicated that accounts receivable 

management (r=0.45; p=0.08) moderately correlated with the social sustainability of the business. Similarly, 

inventory management (r=0.28; p=0.02) can be weakly correlated with social sustainability of the business. 

However, there were other notable variables that yielded not significant results, but with positive correlation 

coefficients. For example, accounts receivable management positively but not significantly correlated to 

economic sustainability (r=0.40; p=0.12), cash management with weak correlation to economic 

sustainability (r=0.35; p=0.15), and inventory management with weak correlation to environmental 

sustainability (r=0.35; p=0.13).  

Table 6. Correlation analysis between working capital and sustainability. 

Working 

Capital 
Sustainability Pearson’s r p-value Interpretation 

Cash 

Management 

Economic 

Sustainability 

0.35 0.15 Weak positive correlation, indicating a slight impact of cash 

management on economic sustainability, but not statistically 

significant. 

Social 

Sustainability 

0.3 0.18 Weak positive correlation, suggesting a minimal effect on social 

sustainability with a low level of cash management. 

Environmental 

Sustainability 

0.2 0.3 Very weak positive correlation, with no meaningful impact on 

environmental sustainability. 

Accounts 

Receivable 

Management  

Economic 

Sustainability 

0.4 0.12 Moderate positive correlation, showing a slight connection 

between accounts receivable management and economic 

sustainability, but not statistically significant. 

Social 

Sustainability 

0.45 0.08* Moderate positive correlation, showing a small but potentially 

meaningful relationship with social sustainability. 

Environmental 

Sustainability 

0.33 0.16 Weak positive correlation, indicating a minor effect on 

environmental sustainability. 

Inventory 

Management  

Economic 

Sustainability 

0.25 0.25 Very weak positive correlation, with no clear link between 

inventory management and economic sustainability. 

Social 

Sustainability 

0.28 0.2* Very weak positive correlation, showing a negligible effect on 

social sustainability. 

Environmental 

Sustainability 

0.35 0.13 Weak positive correlation, suggesting a slight but insignificant 

link to environmental sustainability. 

*Significant for α=0.05 

0.00 - 0.19 (weak to no relationship); 0.20 - 0.39 (weak relationship); 0.40 - 0.59 (moderate relationship); 0.60 - 0.79 (strong 

relationship); 0.80 - 1.00 (very strong relationship) 

5. Discussion 

John Elkington[70] introduced the concept of the TBL, advocating for a holistic approach to measuring 

corporate performance. Elkington argued that organizations should not focus solely on financial outcomes 

but also consider their environmental and social impacts. He proposed that sustainable development involves 

the simultaneous pursuit of economic prosperity, environmental sustainability, and social equity, urging 

businesses to shift from short-term financial goals to long-term goals that balance all three dimensions[70-72]. 

This paper adapted this perspective in the context of working capital management and business sustainability 

of MSMEs in Samar, Philippines.  

This study observed low business sustainability among MSMEs in Samar, Philippines. Metrics 

indicated that MSMEs were less sustainable economically (�̅�=2.45), socially (�̅�=2.20), and environmentally 

(�̅�=2.21). Sustainability, from the TBL perspective, seeks to improve the social and economic quality of life 

while ensuring that environmental impacts are confined within the earth’s ecological capacity[71]. This 

approach is referred to as the 3P framework—people, profit, planet—since it seeks to evaluate the actions of 
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commercial entities concerning environmental and social dimensions in a manner parallel to financial 

outcomes, hence establishing clear metrics for performance in these areas[73].  

There were several factors that caused MSMEs in Samar, Philippines to have low sustainability in their 

businesses. For example, some firms do not actively engage with sustainability regulations because they lack 

a sustainability report, and there is no legal requirement for them to have one[74]. Consequently, the 

expectancy value of sustainability can motivate businesses to adopt sustainable practices that contribute to 

social, economic, and environmental equity[75]. When firms perceive the long-term benefits of 

sustainability—such as improved reputation, cost savings, regulatory compliance, and enhanced stakeholder 

trust—they are more likely to align their operations with sustainability goals. This encourages businesses to 

pursue strategies that not only maximize profit but also support broader societal and environmental 

objectives, encouraging equity and reducing negative impact[76,77]. However, for MSMEs in Samar, this 

perception toward business sustainability was less evident, possibly hindering their long-term business 

growth.  

Working capital management is a potential avenue for augmenting the value of the 

business in transactions, based upon the prioritization of this aspect by both buyers and sellers through a 

strategically designed value-optimizing plan[49]. Based on corporate social responsibility studies, 

environmental, social, and corporate governance initiatives have evolved into policies that organizations 

implement to attain environmental and social goals while addressing the needs of all stakeholders[78]. It was 

apparent in this paper that working capital management can be linked to the sustainability of a business. 

Correlation analysis indicated that accounts receivable management (r=0.45; p=0.08) was moderately 

correlated with social sustainability while inventory management (r=0.28; p=0.02) was weakly correlated 

with social sustainability of MSMEs. This finding can be relevant to the study of Ershadi et al.[79] indicating 

that sustainability reporting positively affects the company’s financial performance.  

Arianpoor, Salehi and Daroudi[80] also supported the findings of this paper explaining that working 

capital can directly influence the financial performance of a business. Early concepts on financial-social 

performance interaction emphasized that investing in corporate social performance does not harm financial 

outcomes and may even enhance stakeholder relationships[81]. With a comprehensive measure of corporate 

social performance that prioritizes stakeholder concerns, the research challenges the notion that corporate 

social performance is merely an optional or discretionary activity, suggesting it is integral to strategic and 

managerial decision-making[82]. Hence, it was anticipated that working capital management would correlate 

with a sustainability, especially when it comes to social sustainability. Consequently, this study uniquely 

contributed to the literature by applying this concept specifically to MSMEs, highlighting the critical role of 

efficient cash management, accounts receivable, and inventory control in encouraging economic, social, and 

environmental sustainability within smaller enterprises. This is an important issue in Philippine business 

venture efforts as Paderna et al.[83] argued that small business proprietors often express dissatisfaction over 

the higher administrative and financial expenditures associated with establishing a sustainable enterprise 

while leading companies exemplified in their study are resolute in demonstrating that sustainability 

objectives may be achieved with the appropriate resources.  

There was a clear disparity between MSMEs and large corporations when it comes to business 

sustainability and working capital management. Business owners in this study were ineffective in working 

capital management which also transcends to their low sustainability. Monika and Kramer[74] expressed the 

need to attain a more profound understanding of the challenges faced by MSMEs accounting businesses in 

complying with sustainability reporting. This study builds on their perspective by exploring sustainability 
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practices among MSMEs in specific sectors such as agriculture, forestry, and fishing, wholesale and retail 

trade (including motor vehicle and repair shops), and accommodation and food services. These findings 

highlighted that sustainability remains a relatively new concept in these industries, underscoring the need for 

strategies to improve awareness towards working capital management and business sustainability. 

6. Limitations 

There were limitations that needed to be addressed. This study was confined to MSMEs within specific 

sectors in Samar, Philippines, such as agriculture, forestry, fishing, wholesale and retail trade, and 

accommodation services, which limits the generalizability of the findings to other industries or geographical 

regions with different economic contexts or operational practices. The cross-sectional research design 

offered an overview of working capital management and sustainability practices, failing to account for 

changes or trends over time that might reveal more dynamic relationships. In addition, the reliance on self-

reported data posed a risk of response biases, as participants might underreport or exaggerate their practices 

due to social desirability or misunderstanding of the survey items. Future research should aim to address 

these limitations by incorporating longitudinal designs to track changes over time, expanding the scope to 

include different industries and regions, and employing mixed-methods approaches to deepen the 

understanding of MSMEs’ sustainability behaviors. Incorporating objective performance data alongside self-

reported measures can mitigate biases and enhance the reliability of the findings. 

7. Conclusion 

This study observed the relationship between working capital management and the sustainability of 

MSMEs in Samar, Philippines, revealing that sustainability was a nascent concept in these enterprises. 

Findings indicated low levels of sustainability across economic, social, and environmental dimensions, 

alongside inefficient working capital practices, particularly in cash, accounts receivable, and inventory 

management. These inefficiencies hindered MSMEs from aligning with sustainability goals, a challenge 

amplified by the absence of legal mandates for sustainability reporting. Correlation analysis demonstrated 

moderate links between working capital management practices and social sustainability, emphasizing the 

potential for strategic financial practices to develop broader sustainability outcomes. 

To address the operational gaps, MSMEs should prioritize improving their working capital management 

processes as a foundation for achieving sustainability goals. Awareness campaigns and capacity-building 

initiatives designed to MSME contexts can encourage a better understanding of the long-term benefits of 

sustainability. Policymakers should consider implementing incentives and simplified frameworks for 

sustainability reporting to motivate compliance among MSMEs. Likewise, business stakeholders could 

explore partnerships with larger corporations or industry groups to share resources and expertise, enabling 

more effective integration of sustainable practices into MSME operations. These steps could bridge the 

disparity between MSMEs and larger corporations, encouraging a sustainable business environment. 
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