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Abstract

Sustainable investment practices are increasingly recognized globally, yet their uptake among Small and Medium
Enterprises (SMEs) in developing economies is insufficiently understood. This study investigates the factors influ-
encing sustainable investment decision-making among 372 SMEs in Kampala and Wakiso, Uganda. Data were
collected using convenience sampling through a mixed-mode questionnaire administered via face-to-face inter-
views and online forms. Integrating Institutional Theory, Resource-Based View, and the Theory of Planned Behavior,
the research examines how environmental risk exposure, perceived regulatory clarity, government incentives, tech-
nological capability, financial access, competitive pressure, and business network strength shape the perceived value
of sustainable investment. Employing covariance-based structural equation modeling, the study tests both direct
and mediated effects. Results reveal that environmental risk negatively influences perceived value, while technologi-
cal capability, financial access, network strength, and competitive pressure positively influence it. In contrast, percep-
tions of regulatory strength and government support do not exhibit significant effects, likely due to low enforcement
and institutional trust. The perceived value of sustainable investment strongly predicts actual sustainability-oriented
investments, confirming its mediating role. These findings offer practical insights for policymakers and development
actors seeking to foster sustainable transitions in resource-constrained environments.

Keywords Sustainable investment, SMEs, Developing economies, Institutional theory, Resource-based view,
Decision-making

Introduction

Sustainable investing has gained substantial traction
on a global scale, evidenced by significant inflows into
Environmental, Social, and Governance (ESG) aligned
funds, which now represent over $30 trillion in sustain-
able assets (GSIA, 2023; [187]). A recent survey indicates
that over 85 percent of institutional investors anticipate
that climate-related considerations will become integral

to their strategic frameworks in the near future [160].
The mainstreaming of sustainable finance is posited to
reduce capital costs for responsible organizations, stimu-
late innovation, and facilitate a transition toward inclu-
sive and resilient socio-economic development [126, 134,
212].

The involvement of Small and Medium Enterprises
(SMEs) in this transition is critical. In Sub-Saharan
Africa, SMEs account for up to 90 percent of business
activity and play a vital role in employment and private-
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sector contributions [201, 169]. However, their potential
is often curtailed by environmental degradation, resource
scarcity, social inequality, and inadequate institutional
frameworks [148, 167]. Such challenges underscore the
increasing pressure on SMEs to integrate ESG principles
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within their strategies and investment decisions [154,
170].

Uganda serves as an expressive illustration of these
challenges. Enterprises classified as SMEs, defined as
those with 5-99 employees and Assets between UGX
10-360 million, constitute over 90 percent of regis-
tered businesses in the country [150]. They are respon-
sible for more than 20 percent of the national GDP and
employ approximately 45 percent of the labor force
(UBOS, 2023,Uganda Business Impact Survey, 2020).
Nevertheless, fewer than 20 percent of these businesses
have access to formal credit, often relying instead on
costly informal lending sources [173]. Furthermore, the
enforcement of environmental and labor regulations is
inconsistent, and awareness of ESG principles among
SME owner-managers remains limited [151, 234, 177].
Thus, it is imperative to comprehend how Ugandan SMEs
perceive and respond to sustainability opportunities.

Recent academic literature emphasizes that investment
decisions are influenced not only by external frameworks
but also by internal capabilities and managerial assess-
ments [128, 164]. Factors such as regulatory robustness,
stakeholder pressure, technological preparedness, and
access to financial resources are frequently identified as
facilitators of green investment [208, 178]. Behavioral
frameworks, including the Theory of Planned Behavior,
further elucidate how attitudes, social norms, and per-
ceived control shape investment intentions [180, 132].
At the core of these analyses lies the concept of the Per-
ceived Value of Sustainable Investment (PVSI), which
encapsulates managers’ evaluations of the economic,
strategic, and reputational benefits tied to sustainabil-
ity initiatives [124, 198]. When the PVSI is high, even
resource-limited SMEs are more inclined to engage in
sustainability efforts [126, 212].

To elucidate these dynamics, this investigation tar-
gets nine essential constructs: Environmental Risk
Exposure (ERE), which pertains to the perceived eco-
logical threats that may either motivate or hinder sus-
tainable actions [231, 236],Environmental Regulatory
Strength (ERS), defined by the clarity and enforcement
of environmental legislation [164, 232],and Perceived
Government Support (PGS), which encompasses vari-
ous incentives such as subsidies and tax relief [215, 234,
177]. Internally, Technological Capability (TC) assesses
a firm’s ability to adopt sustainable innovations [141,
223], while Access to Financial Resources (AFR) reflects
the ease with which capital can be secured for environ-
mentally friendly projects [183, 205]. Market-driven
elements include Competitive Pressure (CP), which
refers to customer or competitive forces that incen-
tivize firms toward sustainability [165], and Business
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Network Strength (BNS), indicative of the quality of
collaborative relationships that promote sustainability
norms [199, 220]. The PVSI serves as a mediator, trans-
lating these seven drivers into managerial assessments
[120, 139].

The Sustainable Investment Decision (SID) repre-
sents the dependent variable of this study, defined as a
firm’s intentional allocation of financial, technological,
or organizational resources toward initiatives such as
renewable energy adoption or the implementation of
circular economy practices [149, 153, 216]. The SID is
closely aligned with dynamic capability and resource-
based perspectives, emphasizing organizational adapt-
ability and long-term competitive advantage (Teece
et al,, 2007 [140],).

Despite the growing interest in this domain, three
notable gaps persist. First, existing research often con-
ceptualizes sustainable investment as a direct struc-
tural response, neglecting the mediating role of PVSI.
Second, the behaviors of SMEs in developing econo-
mies are underrepresented in the literature compared
to those in advanced markets. Third, prevalent theo-
retical frameworks such as Institutional Theory and
the Resource-Based View tend to minimize the role of
managerial agency in explaining sustainability adoption
[184, 134, 139, 172].

Therefore, this research endeavors to achieve three
primary objectives: (1) to identify how institutional
forces (ERE, ERS, PGS), organizational capabilities (TC,
AFR), and market dynamics (CP, BNS) shape the PVSI
among Ugandan SMEs; (2) to quantify both the direct
and indirect pathways through which these factors
influence SID; and (3) to integrate Institutional Theory,
the Resource-Based View, and the Theory of Planned
Behavior into a cohesive model centered on PVSI.

The study contributes to theoretical discourse by illu-
minating how institutional signals and resource endow-
ments are interpreted through managerial perceptions
to drive sustainable investment decisions. Practically,
it offers policy recommendations for government and
development partners regarding financial instruments,
regulatory incentives, and capacity-building initiatives
that enhance the sustainability readiness of SMEs.

Empirically, the investigation utilizes survey data
collected from 372 SMEs in Kampala and Wakiso and
employs covariance-based Structural Equation Mod-
eling to test both direct and mediated relationships.
Through this approach, it aims to provide robust
insights into the determinants influencing sustainable
investment decision-making within Uganda’s SME sec-
tor as well as in other resource-constrained emerging
market contexts.
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Literature review

Theoretical review

The process of SID within small and medium enterprises
(SMEs) is characterized by its complexity, arising from
a confluence of external institutional pressures, internal
organizational capacities, and individual behavioral eval-
uations. This interplay is particularly intricate in develop-
ing economies, where SMEs often confront significant
resource limitations and unstable institutional frame-
works. To comprehensively analyze this multifaceted
phenomenon, the present study utilizes an integrated
theoretical framework that synthesizes Institutional
Theory, the Resource-Based View (RBV), and the Theory
of Planned Behavior (TPB). This holistic approach facili-
tates an exploration of structural enablers, internal com-
petencies, and the cognitive processes of decision-makers
that influence sustainability investments in resource-con-
strained environments.

Institutional Theory provides a foundational perspec-
tive by elucidating how external structures shape organ-
izational behavior. Grounded in the seminal work of
DiMaggio and Powell [194], this theory posits that firms
operate within environments characterized by coercive
(regulatory), normative (social), and mimetic (com-
petitive) pressures. In the context of sustainability, these
forces compel firms to conform to societal expectations,
regulatory requirements, and industry standards. For
instance, van Zanten and Rein [170] argue that national
commitments to sustainable development exert a signifi-
cant influence on corporate behavior, at times surpass-
ing the mere formal adoption of Environmental, Social,
and Governance (ESG) frameworks. Similarly, Mielke
[208] underscores the importance of credible policy sig-
nals, such as tax incentives, subsidies, and feed-in tar-
iffs, in promoting green investment. However, scholars
such as Yalabik and Fairchild [232] caution that exces-
sive or poorly designed institutional pressures may have
counterproductive effects, particularly for SMEs operat-
ing in high-cost or high-emission sectors. Furthermore,
research indicates that competitive pressures and robust
business networks serve as additional institutional driv-
ers, providing benchmarks and social cues that encour-
age sustainable practices [128, 191, 176]. Nonetheless, a
notable critique of Institutional Theory is its propensity
to depict firms as passive recipients of external pressures,
often neglecting internal heterogeneity and the diverse
responses of similar firms confronted with analogous
external conditions.

In contrast, the Resource-Based View shifts the focus
inward, emphasizing the significance of firm-level
resources and strategic assets. According to Barney [184],
firms can achieve sustainable competitive advantage by
possessing resources that are valuable, rare, inimitable,
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and non-substitutable (VRIN). Within the context of
SME sustainability, the RBV is particularly illuminating,
as it highlights the pivotal role of technological capabili-
ties, access to financial resources, and operational scale
in shaping investment decisions. For example, Bhatia and
Kumar [128] demonstrate that technological capability
can mediate the relationship between stakeholder pres-
sure and green process innovation. Additionally, research
by King and Lenox [145] and Khan et al. [202] indicates
that firms exhibiting strong environmental performance
often realize superior financial outcomes. These findings
suggest that the strategic utilization of internal resources
is essential for achieving sustainability. However, a signifi-
cant limitation of the RBV is its focus on resource posses-
sion without adequately addressing how decision-makers
perceive or deploy these resources amidst uncertainty, an
issue that is particularly relevant in SMEs, where mana-
gerial judgment plays a critical role [146, 227].

Bridging the gap between external forces and inter-
nal capacities, the Theory of Planned Behavior offers a
psychological framework that elucidates how individ-
ual intentions are translated into actions. Proposed by
Ajzen [120], the TPB posits that behavior is influenced
by attitudes toward the behavior, subjective norms,
and perceived behavioral control. In the context of SID,
this theory clarifies how SME owner-managers assess
the feasibility and advantages of sustainability invest-
ments. Empirical evidence supports the relevance of the
TPB,Adam and Shauki [180] found that positive atti-
tudes and strong moral norms significantly drive inten-
tions toward socially responsible investments, while
Chan et al. [132] and Abdul Razak et al. (2021) empha-
size the roles of perceived behavioral control and trust
as key mediators in converting sustainability intentions
into actual investments. Furthermore, Prihastiwi et al.
[157] highlight that financial literacy and responsible
financial practices enhance SMEs’ readiness to engage
in sustainability investments. Collectively, these studies
affirm that individual perceptions and internal motiva-
tions are critical determinants of investment behavior,
particularly in environments characterized by centralized
decision-making.

In the integrated framework proposed in this study, the
construct of PVSI serves as a crucial cognitive media-
tor that links external institutional pressures, internal
resources, and subsequent investment decisions. PVSI
encapsulates how SME decision-makers evaluate the
long-term benefits, feasibility, and attractiveness of sus-
tainability investments. By integrating insights from
Institutional Theory, RBV, and TPB, this framework pro-
vides a comprehensive understanding of the interactions
among external environmental forces, internal strategic
capabilities, and cognitive evaluations that ultimately
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influence SID. This approach is particularly valuable in
the context of developing economies, where SMEs must
navigate a challenging landscape characterized by limited
resources, volatile market conditions, and inconsistent
institutional support. The combined theoretical lens not
only elucidates why certain SMEs succeed in adopting
sustainability initiatives but also offers guidance to poli-
cymakers and practitioners in designing more effective
support mechanisms that are both structurally sound and
behaviorally informed.

Table 1 presents the conceptual definitions and key
supporting literature for the primary variables exam-
ined in this study, thereby establishing a foundation for
the development of the structural model and associated
hypotheses.

Hypothesis development

Institutional factors and the perceived value of sustainable
investment

Institutional Theory, as articulated by DiMaggio and
Powell [194], asserts that organizations operate within
comprehensive institutional environments character-
ized by coercive, normative, and mimetic pressures. For

Table 1 Conceptual Overview of Study Variables
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small and medium-sized enterprises (SMEs), the impact
of these forces is particularly pronounced due to con-
straints in available resources and diminished autonomy
in managing uncertainties [193, 142]. Consequently,
institutional signals significantly shape SMEs’ percep-
tions regarding the value of sustainable investments [196,
221]. The PVSI is thereby influenced by the interpretation
and internalization of these external pressures by SME
decision-makers.

Environmental Risk Exposure encompasses perceived
threats such as resource depletion, extreme climatic con-
ditions, and overall climate instability. Although ERE
may incite action among firms, SMEs frequently regard
it as a source of ambiguity and potential cost increase,
which inhibits their propensity to invest in sustain-
able practices [231, 236]. In the context of financial con-
straints and competitive environments, the prioritization
of ESG investments becomes less likely [158]. Thus, in
the absence of sufficient reserves, SMEs often view high
environmental risks as a barrier rather than a catalyst for
proactive investment [154]. Alternatively, ERS exerts a
coercive influence by integrating sustainability mandates
within compliance frameworks. Clear and systematic

Variable Definition

Key Authors

Sustainable Investment Decision (SID)

Perceived Value of Sustainable Investment (PVSI)

Environmental Risk Exposure (ERE)

Environmental Regulatory Strength (ERS)

Perceived Government Support (PGS)

Technological Capability (TC)

Access to Financial Resources (AFR)

Competitive Pressure (CP)

Business Network Strength (BNS)

A firm’s strategic commitment to allocate finan-
cial, technological, or organizational resources
toward sustainability-aligned initiatives (e.g.,
green tech)

The extent to which decision-makers assess
sustainability efforts as feasible and attrac-
tive, considering financial returns, strategic fit,
and reputational gains

Firms’ perceptions of ecological threats like cli-
mate change and resource scarcity which may
increase uncertainty and deter sustainability
investments

The perceived clarity and enforcement of envi-
ronmental regulations which can reduce uncer-
tainty and encourage proactive investments

Encompasses policy incentives (e.g., subsidies,
tax relief, training) that reduce sustainability
investment risk for SMEs

A firm’s internal ability to adopt and imple-
ment sustainability innovations and comply
with related standards

The availability of funding for SMEs to cover
the initial costs of green or sustainable invest-
ments

Market and customer-driven forces that push
firms toward sustainability to maintain competi-
tiveness

The strength of relational capital with external
actors (e.g., suppliers, partners), which enhances
exposure to sustainable practices

Owen et al. [153],Williams [230],Martinez-Peldez
et al. [149],Purwandani & Michaud [216],Dhillon
etal. [136]

Ajzen [120],Gutsche et al. [139],Adam & Shauki
[180],Chan et al.[132]

Wu et al. [231],Zhu et al. [236]

Siedschlag & Yan [164],Yalabik & Fairchild [232]

L. Zhao et al. (202343, b),Pulka et al. [215],Prasan-

nath et al. [156],Yaseen et al. [175]

Haseeb et al. [141],Szutowski [223]

Alkaraan et al. [183],

Stavropoulos et al. [165]

Hilmersson & Hilmersson [199],Scuotto et al. [220]
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regulations mitigate ambiguity, enhance strategic align-
ment, and elevate the perceived long-term advantages of
sustainability initiatives [133, 232].

Perceived Government Support functions as a facilita-
tive institutional condition. Incentives such as tax rebates,
green grants, infrastructure development, and training
programs alleviate financial and operational impedi-
ments to sustainable actions [118, 132]. This support is
particularly crucial in developing nations with prevalent
market inefficiencies. However, the effectiveness of PGS
is contingent upon its credibility and accessibility, as inef-
fectively implemented delivery systems may undermine
its relevance [210, 163]. Ultimately, these institutional
factors collectively shape the PVSI by modifying the
cost—benefit perceptions that underpin SME investment
decisions, aligning with the Theory of Planned Behavior.

Hla

Environmental Risk Exposure negatively influences the
Perceived Value of Sustainable Investment.

H1b
Environmental Regulatory Strength positively influences
the Perceived Value of Sustainable Investment.

Hlc
Perceived Government Support positively influences the
Perceived Value of Sustainable Investment.

Organizational capabilities and the perceived value

of sustainable investment

The Resource-Based View provides an insightful frame-
work for understanding how internal, firm-specific
capabilities influence strategic decisions related to sus-
tainable investment. According to Barney [184], competi-
tive advantage derives from resources that are valuable,
rare, inimitable, and non-substitutable. Within the con-
text of SMEs, essential capabilities such as technological
proficiency, access to financial resources, and firm size
markedly influence the evaluation of sustainability ini-
tiatives in terms of their value and feasibility [140, 221].
These capabilities establish the operational groundwork
upon which firms assess the costs, risks, and potential
returns associated with sustainable engagement.

Technological capability serves as a critical
facilitator for green innovation and digital evo-
lution. SMEs  possessing robust technological

infrastructures are better equipped to implement energy-
efficient processes, cleaner production systems, and
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environmentally-oriented digital tools [129, 188, 222].
Such readiness fosters more agile reactions to institu-
tional and market demands [159, 174] and aids in the
integration of green supply chains [219, 225]. Moreover,
the availability of financial resources significantly influ-
ences decisions regarding sustainable investments. SMEs
often encounter financial obstacles that deter long-term
investments in sustainability owing to high initial costs
and uncertain returns [202, 147]. Conversely, firms with
reliable access to credit and stronger financial stability
are more likely to regard these investments as attainable
and beneficial [183].

Firm size also contributes to the perceived value of sus-
tainable investment, reflecting organizational maturity,
managerial expertise, and resource depth. Larger SMEs
typically possess formalized structures, dedicated inno-
vation units, and strategic foresight that enable invest-
ment in environmental and social initiatives [145, 164].
These enterprises generally engage proactively in corpo-
rate social responsibility (CSR), pollution management,
and sustainability reporting [195, 233]. Collectively, these
capabilities not only facilitate action but also positively
impact how SMEs perceive the significance and necessity
of sustainable investments.

H2a

Technological Capability positively influences the Per-
ceived Value of Sustainable Investment.

H2b
Access to Financial Resources positively influences the Per-
ceived Value of Sustainable Investment.

H2c

Firm Size (measured by the Number of Employees) posi-
tively influences the Perceived Value of Sustainable
Investment.

Institutional norms: competitive pressure and business
network strength

In addition to formal regulatory frameworks, insti-
tutional norms, specifically competitive pressure and
business network strength, constitute critical external
determinants that impact SMEs’ perceptions regard-
ing the value of sustainable investment. Grounded in
the normative and mimetic dimensions of Institutional
Theory [194], these forces compel firms to adopt sustain-
ability practices in response to peer behaviors, societal
expectations, and industry trends.
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Competitive pressure is characterized by a heightened
intensity of market rivalry and the necessity for strategic
differentiation. In competitive industries, firms are incen-
tivized to embrace green practices to enhance operational
efficiency, bolster reputation, and foster customer loyalty
[224, 226]. Research indicates that such pressures signifi-
cantly influence the adoption of sustainability-oriented
innovations [226]. Moreover, Pagell et al. [211] note that
environmental investments often yield superior returns in
dynamic, innovation-driven sectors. Thus, sustainability
emerges not merely as a compliance issue but as a strategic
necessity. Agrawal et al. [181] and Rusch et al. [218] sug-
gest that firms navigating high market dynamism are more
inclined to implement circular economy models and sus-
tainability investments to sustain their competitive advan-
tages. For SMEs, particularly within emerging markets,
the apprehension of lagging behind industry counterparts
frequently amplifies the perceived value of sustainability
investments.

Business network strength, defined as the depth and
quality of a firm’s relationships with suppliers, customers,
peers, and industry associations, also plays a pivotal role in
shaping perceptions [199, 166]. These networks function
as platforms for exchanging knowledge, sharing risks, and
benchmarking against peers. Tariq et al. [166] and Pulka
et al. [215] assert that firms embedded within robust net-
works are more likely to imitate the sustainable practices
of their peers. Furthermore, Bendell [185] and Tran [224]
underscore how peer legitimacy and collaborative innova-
tion inform investment decisions. Dupire and M'Zali [137]
argue that CSR strategies are frequently driven by stake-
holder influence within competitive networks, thereby
reinforcing the mimetic isomorphism articulated in insti-
tutional theory. For SMEs, particularly in resource-limited
environments, strong networks provide legitimacy, miti-
gate information asymmetry, and enhance strategic clarity
concerning sustainability investments.

H3a

Competitive Pressure positively influences the Perceived
Value of Sustainable Investment.

H3b
Business Network Strength positively influences the Per-
ceived Value of Sustainable Investment.

Mediating role of perceived value of sustainable investment
in driving sustainable investment decisions

The Perceived Value of Sustainable Investment serves
as a cognitive framework through which SME owners
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evaluate the attractiveness, feasibility, and financial via-
bility of sustainability initiatives. Anchored in the The-
ory of Planned Behavior [120], PVSI translates attitudes,
social norms, and perceived control into behavioral
intentions,substantial perceived value solidifies these
intentions into concrete Sustainable Investment Deci-
sions [124, 198].

Institutional Theory elucidates how coercive, norma-
tive, and facilitative influences shape PVSI, subsequently
cascading to SID. High ERE can diminish PVSI if manag-
ers interpret extreme weather events or resource short-
ages primarily as costs and uncertainties [231, 236].
Conversely, strong Environmental Regulatory Strength
(ERS) clarifies compliance complexities and suggests
long-term benefits, thus enhancing PVSI [133, 232].
Perceptions of Government Support, such as grants, tax
relief, or training programs reduce implementation hur-
dles and further elevate PVSI, provided such initiatives
are credible and accessible [118, 210]. Therefore, institu-
tional forces do not directly instigate investment,rather,
they shift the perceived cost—benefit calculus underlying
PVSI, which in turn propels SID.

The Resource-Based View [184] posits that capabili-
ties gain relevance only when managers believe they can
be profitably leveraged. Technological Capability (TC)
facilitates the adoption of cleaner technologies, waste
reduction, and adherence to environmental standards
recognized by managers when evaluating PVSI [141].
In a similar vein, enhanced AFR alleviates initial costs
and improves perceived affordability, thereby increas-
ing PVSI and indirectly influencing SID [183, 217]. Thus,
the possession of resources is a necessary but insufficient
condition,such resources must enhance perceived value
to translate into actionable outcomes.

Competitive Pressure and BNS embody normative and
mimetic forces that shape managerial perceptions. High
levels of CP compel firms toward green differentiation,
expanding PVSI through potential reputational or effi-
ciency gains [165, 224]. Strong BNS facilitates the dis-
semination of sustainability knowledge and legitimacy,
similarly reinforcing PVSI [199]. Emperical research
indicates that investment choices are influenced less by
objective metrics and more by the saliency and credibility
of sustainability benefits as perceived by managers [198].

Consequently, PVSI occupies a critical position at the
intersection of Institutional Theory, RBV, and the Theory
of Planned Behavior, translating external pressures (ERE,
ERS, PGS), internal capabilities (TC, AFR), and market
norms (CP, BNS) into SID. Unless managers regard sus-
tainability initiatives as strategically advantageous and
operationally viable, even the most compelling institu-
tional mandates or abundant resource availability will not
facilitate actual investment. This mediating mechanism
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not only enhances theoretical comprehension but also
offers a pragmatic framework: policymakers should focus
on strengthening credible incentives and information
dissemination, while SMEs ought to cultivate capabilities
and networks that substantively enhance perceived value.

H4a Environmental Risk Exposure indirectly influences
Sustainable Investment Decisions through its negative
effect on the Perceived Value of Sustainable Investment.

H4b Environmental Regulatory Strength indirectly
influences SID through its positive effect on PVSIL

H4c Perceived Government Support indirectly influ-
ences SID through its positive effect on PVSL

HS5a Technological Capability indirectly influences SID
through its positive effect on PVSIL.

H5b  Access to Financial Resources indirectly influences
SID through its positive effect on PVSL.

H6a Competitive Pressure indirectly influences SID
through its positive effect on PVSIL.

H6b Business Network Strength indirectly influences
SID through its positive effect on PVSI.

The behavioral pathway: perceived value of sustainable
investment and investment decision

The Perceived Value of Sustainable Investment acts as a
vital mediator that connects external pressures and inter-
nal capabilities to actual Sustainable Investment Deci-
sions among SMEs. Guided by the Theory of Planned
Behavior [120], PVSI encapsulates the evaluative judg-
ments made by SME managers concerning the feasibility,
advantages, and risks, both financial and non-financial
sustainability initiatives. Despite the presence of strong
external stimuli or internal capabilities, the ultimate deci-
sion to invest is contingent upon the positive perception
of these initiatives [124, 131, 198].

Institutional Theory elucidates how external factors,
including Environmental Risk Exposure, Environmental
Regulatory Strength, and Perceived Government Sup-
port, exert coercive and normative influences. However,
these factors do not directly engender Sustainable Invest-
ment Decisions; their effects are intermediated through
PVSI. For example, ERE may discourage investments
due to perceived uncertainties and cost burdens, while
supportive ERS and PGS can enhance PVSI by mitigat-
ing risks and clarifying benefits [191, 210, 231]. Likewise,
the Resource-Based View indicates that internal enablers
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such as TC and AFR impact SID only if they serve to ele-
vate PVSI [183, 130]. Market dynamics, including CP and
Business Network Strength (BNS), also function to aug-
ment PVSI, reinforcing its role as a pivotal determinant
of SID.

H7 The Perceived Value of Sustainable Investment pos-
itively influences Sustainable Investment Decisions.

Figure 1 presents the conceptual framework of the
study, which synthesizes elements of Institutional The-
ory, the Resource-Based View, and the Theory of Planned
Behavior. The framework delineates several critical pre-
dictors that are classified into three categories: Institu-
tional-Environmental Drivers, Internal Capabilities, and
Market Dynamics. These predictors collectively exert an
influence on the PVSIL. Furthermore, the PVSI is posited
to mediate the relationship between these factors and
SID, thereby highlighting the integrative role of external
pressures, internal resources, and managerial perceptions
in determining the sustainability investment strategies of
SMEs.

Methodology
Research design, sampling, and data collection
This study employed a quantitative cross-sectional design
to investigate the determinants of SID among SMEs
in Uganda. The research focused on SMEs in Kampala
and Wakiso districts due to their high density of regis-
tered enterprises and active commercial environments
(Uganda Bureau of Statistics [UBOS], 2023). SMEs
were defined in line with Uganda’s official classification:
small enterprises (5-49 employees) and medium enter-
prises (50-99 employees), while microenterprises were
excluded due to their informal nature and limited stra-
tegic engagement in sustainability investments (Ministry
of Trade, Industry and Cooperatives [MTIC], 2022). The
target population consisted of formally registered SMEs
across the manufacturing, service, and trade sectors. A
minimum sample size of 387 SMEs was determined using
Krejcie and Morgan’s [204] sample size table for popula-
tions exceeding 100,000. Listings of potential respond-
ents were obtained from official website databases of
Uganda Investment Authority (UIA), Uganda Manufac-
turers Association (UMA), and Uganda Revenue Author-
ity (URA). Given practical challenges in contacting firms
and anticipated non-responses, a non-probability con-
venience sampling method was applied, which is com-
monly used in SME-focused research in low-resource
settings.

Data were collected using a multi-modal strategy
including Google Forms, email, WhatsApp, drop-
and-pick survey delivery, and structured face-to-face
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Fig. 1 Structural equation model showing direct and indirect effects of external, internal, and market dynamics on sustainable investment
decisions among SMEs. Arrows represent hypothesized paths (H1a-H7). PVSI mediates multiple relationships, consistent with RBV, TPB,

and Institutional Theory

interviews. This approach helped to improve response
rates and inclusion across diverse business types [192].
A total of 372 valid responses were obtained from 528
firms, yielding a response rate of 70.5%, which exceeds
minimum thresholds for structural equation modeling
[197, 203]. Of these, 270 (72.6%) were collected via face-
to-face interviews, 67 (18.0%) via drop-and-pick, and 35
(9.4%) through online platforms. Respondents were pri-
marily strategic decision-makers, with 57.8% (n=215)
being business owners and 42.2% (n=57) being sen-
ior managers or supervisors, an appropriate profile for
studies on investment decisions. All participants were
informed about the purpose and voluntary nature of
the study. Online respondents provided consent via a
checkbox, while trained research assistants obtained and
recorded verbal consent for face-to-face interviews. No
personally identifying information was collected, and all
responses were anonymized to ensure privacy and confi-
dentiality [162].

Measurement constructs and validation

A structured questionnaire was developed based on
validated scales drawn from sustainability, institutional
theory, and SME investment literature. The instrument
measured nine constructs: ERE, ERS, PGS, TC, AFR, CP,
BNS, PVSI, and SID. All items used a five-point Likert
scale ranging from 1 (“Strongly Disagree”) to 5 (“Strongly
Agree”), as recommended in behavioral intention studies
[120, 155]. ERE items were adapted from Nuryakin et al.
[152, 231],ERS from Wang et al. (2022a, b, Oteng-Abayie
et al. [210], and B. B. Tyler et al. [168],and PGS was
adapted from Makhloufi et al. [206], H. Zhu et al. [235]
and Pulka et al. [215]. TC was measured using items from
Hughes et al. [143], Prakasa & Fauzan [213], Aljanabi
[122], while AFR items were adapted from Wahab Aidoo
[228], Bin et al. [186] and Alice Arinaitwe et al. [182]. CP
and BNS measures were based on Dupire & M’Zali [137],
Pagell et al. [211], Bendell [185], Pulka et al. [215], Karami
& Tang [144] and Tran [224]. PVSI was operationalized
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using constructs adapted from Adam & Shauki [180]
and Gutsche et al. [139], in alignment with the Theory
of Planned Behavior [120]. SID items were derived from
Alkaraan et al. [183], Rutkauskas et al. [161], Chandra
et al. [190], and Li et al. [147].

To enhance content validity, the instrument underwent
expert review by two scholars with expertise in SME sus-
tainability and behavioral research. A pilot study involv-
ing 40 SMEs was conducted to assess item clarity and
reliability. Items with Cronbach’s Alpha scores below 0.70
were reviewed and reworded or dropped to improve scale
reliability [209]. Data analysis was performed using SPSS
v27 and AMOS v24. Internal consistency was assessed
via Cronbach’s Alpha and Composite Reliability (CR),
with a threshold of 0.70 as acceptable [197]. Convergent
validity was evaluated using Average Variance Extracted
(AVE), and discriminant validity was tested using the
Fornell-Larcker criterion [138]. Common Method Bias
(CMB) was examined using Harman’s single-factor test
and split-sample reliability checks, consistent with proce-
dures in Podsakoff et al. [155]. Model fit for the structural
equation model was assessed using CMIN/DF, RMSEA,
CFI, and TLI, adhering to guidelines from Hair et al.
[197] and Kline [203]. Mediation analysis was conducted
using bias-corrected bootstrapping with 5,000 resam-
ples, following recommendations from Preacher & Hayes
[214].

Ethics and consent statement

This study received ethical approval from the Mildmay
Uganda Research Ethics Committee (MUREC), refer-
ence REC REF 0403-2025. A waiver for written consent
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was granted due to the study’s minimal risk and use of
digital tools. Online participants gave digital consent via
a checkbox in the Google Form, while trained interview-
ers obtained and recorded verbal consent for face-to-face
respondents. All participants were informed about the
study’s purpose, voluntary nature, and confidentiality. No
personally identifiable information was collected, and all
responses were anonymized to uphold strict privacy and
data protection standards.

Sample profile

To contextualize the data and assess representativeness,
the demographic and organizational characteristics of
the 372 SME respondents are presented in Table 2. Most
respondents were aged 35-44 years (48.9%), followed
by 45-54 years (26.1%) and 55 years and above (23.1%),
indicating an experienced sample. Gender distribution
was fairly balanced, with 54.8% male and 45.2% female
respondents. Tertiary education was the most common
qualification (70.2%), suggesting a sample with high deci-
sion-making competence. Most respondents were busi-
ness owners (57.8%), with the rest being supervisors or
managers. Sector-wise, service (41.4%), trading (40.1%),
and manufacturing (18.6%) were all represented. Finally,
small enterprises (79.8%) formed the bulk of the sample,
while 20.2% were medium-sized enterprises.

Results

Assessment of the measurement model

The evaluation of the measurement model’s reliability
and validity was conducted through a series of four sys-
tematic steps: (1) assessment of reliability and convergent

Table 2 Demographic and Organizational Characteristics of Respondents (N=372)

Variable Category Frequency (n) Percentage (%)
Age of Respondent 25-34 years 7 19
35-44 years 182 489
45-54 years 97 26.1
55 and above 86 23.1
Gender of Respondent Female 168 452
Male 204 54.8
Education Level No formal education 1 03
Vocational/Technical 110 296
Tertiary 261 70.2
Position in the Firm Business Owner 215 57.8
Supervisor or Manager 157 422
Industry Type Manufacturing 69 18.6
Service 154 414
Trading 149 40.1
Number of Employees Small (5-49 employees) 297 79.8
Medium (50-99 employees) 75 20.2




Bindeeba et al. Future Business Journal (2025) 11:176

validity, (2) examination of discriminant validity, (3)
investigation of common-method bias and factor struc-
ture, and (4) collinearity diagnostics.

Reliability and convergent validity

To establish the measurement model’s robustness, the
reliability and convergent validity of the constructs were
evaluated, as summarized in Table 3. The majority of
the standardized factor loadings were found to exceed
the threshold of 0.60, indicating satisfactory indicator
reliability. One item (ERE1) recorded a factor loading
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of 0.593, which, while slightly below the general stand-
ard, remains within an acceptable range. The Average
Variance Extracted (AVE) values for the constructs var-
ied from 0.500 to 0.755, thereby surpassing the recom-
mended minimum threshold of 0.50 and supporting
claims of convergent validity, as posited by Fornell and
Larcker [138]. Furthermore, Composite Reliability (CR)
values were consistently above 0.757 across the con-
structs surveyed, signifying a high level of internal con-
sistency. Additionally, Cronbach’s Alpha coefficients were
observed to range from 0.751 to 0.926, reinforcing the

Table 3 Scale Properties, Including Factor Loadings, Average Variance Extracted, Composite Reliability, and Cronbach’s Alpha

Factor Item Std. Loading AVE CR Cronbach’s a
Environmental Risk Exposure (ERE) ERE1 0.593 0.500 0.798 0.795
ERE2 0.756
ERE3 0.793
ERE4 0.669
Environmental Regulatory Strength (ERS) ERS1 0.868 0.681 0.894 0.905
ERS2 0.834
ERS3 0911
ERS4 0.665
Technological Capability (TC) TC1 0.680 0.547 0.857 0.856
TC2 0.695
TC3 0.795
TC4 0.719
TC5 0.801
Perceived Government Support (PGS) PGS1 0.689 0.539 0.778 0.776
PGS2 0.751
PGS3 0.760
Access to Financial Resources (AFR) AFR1 0.739 0.671 0.859 0.856
AFR2 0.877
AFR3 0.836
Competitive Pressure (CP) CP1 0.632 0513 0.757 0.751
CP2 0.824
CP3 0678
Business Network Strength (BNS) BNS1 0914 0.755 0.925 0.926
BNS2 0.779
BNS3 0.840
BNS4 0.934
Perceived Value of Sustainable Investment (PVSI) PVSI1 0.605 0.502 0.833 0.855
PVSI2 0.667
PVSI3 0.793
PVSI4 0.667
PVSI5 0.791
Sustainable Investment Decision (SID) SID1 0.792 0578 0.873 0.874
SID2 0.786
SID3 0.754
SID4 0.729
SID5 0.739
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strong reliability of the measurement scales employed, as
recommended by Nunnally and Bernstein [209].

Evaluation of discriminant validity utilizing

the Fornell-Larcker criterion

To evaluate discriminant validity, the Fornell-Larcker
criterion was employed [138], as presented in Table 4.
The analysis revealed that the square roots of the Aver-
age Variance Extracted (AVE) values, represented as the
diagonal elements, exceeded the inter-construct correla-
tions indicated by the off-diagonal elements. This find-
ing signifies an acceptable level of discriminant validity,
thereby affirming that each construct maintains a distinct
identity relative to the others.

Evaluation of common method bias, factor structure,

and collinearity

To ensure the validity of the findings and reduce meas-
urement bias, a Principal Component Analysis (PCA)
was conducted to evaluate potential Common Method
Bias (CMB), as the study relied on self-reported survey
data (refer to Table 5). The analysis revealed that the first
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factor extracted accounted for only 25.48% of the total
variance, which is below the 50% threshold commonly
cited in the literature, suggesting that CMB is not a sig-
nificant issue in this context [155]. Additionally, the PCA
identified nine components with eigenvalues exceeding
1.0, collectively explaining 70.32% of the variance. This
outcome is indicative of the multidimensional nature of
the constructs and supports the construct validity of the
measures across various domains, including Environ-
mental Risk Exposure, Technological Capability, and Sus-
tainable Investment Decisions [197].

Furthermore, collinearity diagnostics were employed
to verify the robustness of the model (see Table 6). The
results demonstrated that all predictors exhibited sat-
isfactory Tolerance and Variance Inflation Factor (VIF)
values, thereby alleviating concerns related to multicol-
linearity and reinforcing the integrity of the structural
model [197, 203].

Correlation analysis
Table 7 delineates the results of the Pearson correlation
analysis conducted among the various constructs within

Table 4 Fornell-Larcker Criterion for the Evaluation of Discriminant Validity Among Constructs

ERE ERS TC PGS CcpP PVSI SID BNS AFR
ERE 0.707
ERS 0.187 0.825
TC 0.176 0.277 0.740
PGS 0.342 0.278 0.394 0.734
CcP 0.240 0.268 0378 0.358 0.716
PVSI 0.074 0.250 0429 0.302 0.378 0.708
SID 0.010 0.138 0.226 0.181 0.212 0.256 0.760
BNS 0.226 0.294 0.375 0.359 0.311 0.295 0.120 0.869
AFR 0.269 0.343 0.346 0.398 0.391 0435 0.168 0.324 0.819

Bold values represent the square roots of the Average Variance Extracted (AVE). Discriminant validity is affirmed when thesevalues exceed the corresponding inter-

construct correlations

Table 5 Total Variance Explained from Principal Component Analysis (Assessment of Common Method Bias and Factor Structure)

Component Initial Eigenvalues Extraction Sums of Squared Loadings
Total % of Variance Cumulative % Total % of Variance Cumulative %

1 9426 25476 25476 9426 25476 25476
2 3.321 8.975 34451 3.321 8.975 34451
3 2734 7.389 41.840 2.734 7.389 41.840
4 2433 6.577 48416 2433 6.577 48416
5 2.232 6.032 54.448 2232 6.032 54.448
6 1.881 5.083 59.531 1.881 5.083 59.531
7 1407 3.803 63334 1.407 3.803 63.334
8 1324 3.578 66.912 1324 3.578 66.912
9 1.263 3412 70324 1.263 3412 70324
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Table 6 Collinearity Diagnostics—Tolerance and Variance
Inflation Factor (VIF)

Predictor Variable Tolerance VIF

Environmental Risk Exposure 0.833 1.201
Environmental Regulatory Strength 0817 1.225
Technological Capability 0.680 1.470
Perceived Government Support 0.683 1.464
Competitive Pressure 0.718 1.392
Perceived Value of Sustainable Investment 0.684 1461
Business Network Strength 0.755 1.325
Access to Financial Resources 0.658 1.520

the study. Most of the examined variables exhibited sta-
tistically significant positive correlations at the 0.01 level.
Specifically, a robust correlation was observed between
TC and PVSI (r=0.429), as well as with PGS (r=0.394).
Furthermore, AFR demonstrated the most pronounced
correlations, with PVSI (r=0.435) and PGS (r=0.398).
These results underscore the assertion that technologi-
cal, financial, and institutional factors are pivotal in influ-
encing sustainable investment decisions. Collectively,
the observed correlation patterns lend support to the
proposed conceptual model, emphasizing the synergis-
tic effects of capability, regulatory frameworks, and net-
work dynamics in the context of sustainable investment
decision-making.

Structural model
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and NFI (0.820) are marginally below the conventional
0.90 cutoft [200], they remain within an acceptable range,
especially considering the model’s complexity and the
number of parameters involved. The R-squared value
for PVSI is 31.6%, suggesting that the model explains a
substantial proportion of the variance in PVSI. The struc-
tural relationships among the study constructs, including
both direct and indirect pathways influencing SID among
SMEs, are illustrated in Fig. 2.

Figure 2 presents the final structural equation model
tested in this study. The model illustrates the direct and
indirect relationships between external influences (e.g.,
Environmental Risk Exposure, Regulatory Strength),
internal drivers, e.g., Technological Capability, Access to
Financial Resources, and market dynamics, e.g., Com-
petitive Pressure, Business Network Strength) on PVSI,
which in turn predicts SID. Each path is labeled with the
corresponding hypothesis (Hla—H7). Significant paths,
e.g., from TC, AFR, and CP to PVSI, and PVSI to SID,
are supported by standardized estimates discussed in
Table 9. The model accounts for 31.6% of the variance in
PVSI, confirming its mediating role in SME investment
behavior.

Figure 2 illustrates the final structural equation model
that was evaluated in this study. The model delineates
the direct and indirect relationships among various

Table 8 SEM Model Fit Indices and R-Squared Value

Fit Index Observed Value Threshold
Model fit and explained variance
Table 8 presents the model fit indices, indicating an over- ~ f>auared (PVS) 31.6% N/A
all strong and acceptable model fit. The Chi-square/df ~ Chi-Sauare/ df (/) 2231 =3
ratio is 2.231, well within the recommended threshold RMSEA 0058 <008
of <3 (Kline, 2015). Notably, the RMSEA value of 0.058 ' 0.891 =030
reflects an excellent fit (<0.08), confirming the model’s TLI(NNFD 0.883 2050
robustness [189]. Although the CFI (0.891), TLI (0.883), NI 0820 2030
Table 7 Inter-Construct Correlation Matrix
Constructs ERE ERS TC PGS cpP PVSI SID BNS AFR
ERE 1
ERS 187%* 1
TC 176 277** 1
PGS .342%* 278** .394%* 1
CcpP 2407 .268** 378** 358 1
PVSI 074 .250%% A429%* .302%* 378** 1
SID 010 .138** 226%* 181 212%% 256%* 1
BNS 226%* .294%* 375%* 359%* 311 295%* 120% 1
AFR 269%* .343%* 346 .398** 391% 4357 168** 324%% 1

™ =Correlation is significant at the 0.01 level (2-tailed)
" = Correlation is significant at the 0.05 level (2-tailed)
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Fig. 2 Structural equation model showing direct and indirect effects of external, internal, and market dynamics on sustainable investment
decisions among SMEs. Arrows represent hypothesized paths (H1a-H7). PVSI mediates multiple relationships, consistent with RBV, TPB,

and Institutional Theory

external influences (such as Environmental Risk Expo-
sure and Regulatory Strength), internal drivers (includ-
ing Technological Capability and Access to Financial
Resources), and market dynamics (notably Competi-
tive Pressure and Business Network Strength) regard-
ing their impact on PVSI, which subsequently predicts
SID. Each path within the model is labeled with its

corresponding hypothesis (Hla—H7). Significant path-
ways, particularly those from Technological Capability,
Access to Financial Resources, and Competitive Pres-
sure to PVSI, as well as the pathway from PVSI to SID,
are supported by the standardized estimates presented
in Table 9. The model’s ability to account for 31.6% of
the variance in PVSI further confirms its mediating role
in the investment behavior of SMEs.

Table 9 Direct Effects of Internal and External Drivers on Perceived Value of Sustainable Investment and Sustainable Investment

Decisions

Hypothesis Path B (Standardized) SE P-value Supported?
Hia ERE — PVSI -0.160 0.071 0.024 Yes
Hib ERS — PVSI 0.029 0.058 0.620 No
Hilc PGS = PVSI 0.036 0.100 0.720 No
H2a TC - PVSI 0310 0.079 <.001 Yes
H2b AFR = PVSI 0.330 0.069 <.001 Yes
H2c Firm Size — PVSI 0.025 0.058 0670 No
H3a CP - PVSI 0.193 0.078 0.014 Yes
H3b BNS = PVSI 0.136 0.065 0.036 Yes
H7 PVSI = SID 0.284 0.082 0.001 Yes
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Direct effects on perceived value of sustainable investment
(PVSI) and sustainable investment decision (SID)

The study investigated the systematic structural model
to confirm the hypotheses developed using RBV, TPB,
and Institutional Theory. As shown in Table 9, the direct
effects reveal several statistically significant relation-
ships. Specifically, ERE had a significant negative effect
on PVSI (Hla: p=—-0.160, SE=0.071, p=0.024), indi-
cating that heightened environmental risk reduces the
perceived value of sustainable investment, thus sup-
porting Hla. However, ERS (H1b: $=0.029, SE=0.058,
p=0.620) and PGS (H1c: p=0.036, SE=0.100, p=0.720)
were not statistically significant, hence H1b and Hlc
were not supported. Drawing from RBV, TC (H2a:
p=0.310, SE=0.079, p<0.001) and AFR (H2b: $=0.330,
SE=0.069, p<0.001) showed strong positive effects on
PVSI, supporting H2a and H2b, while Firm Size (H2c:
f=0.025, SE=0.058, p=0.670) was not significant,
indicating no support for H2c. Furthermore, CP (H3a:
p=0.193, SE=0.078, p=0.014) and BNS (H3b: $=0.136,
SE=0.065, p=0.036) demonstrated significant posi-
tive relationships with PVSI, thus supporting H3a and
H3b. Finally, PVSI had a statistically significant effect on
SID (H7: p=0.284, SE=0.082, p=0.001), reinforcing its
mediating role in translating internal capabilities, exter-
nal pressures, and institutional factors into sustainable
investment decisions.

Mediation analysis

The structural equation model revealed several indirect
effects via PVSIL. As shown in Table 10, H4a was not sup-
ported, indicating that Environmental Risk Exposure
had a non-significant negative indirect effect on SID via
PVSI (p= —0.046, SE=0.026, p=0.076), while H4b (ERS:
f=0.008, SE=0.017, p=0.640) and H4c (PGS: $=0.010,
SE=0.030, p=0.740) were also not supported. In con-
trast, both H5a and H5b were supported, with Techno-
logical Capability (3=0.088, SE=0.038, p=0.020) and
Access to Financial Resources (f=0.094, SE=0.035,
p=0.007) demonstrating significant positive indirect

Table 10 Indirect Effects via PVSI
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effects on SID via PVSIL Similarly, H6a was supported,
as Competitive Pressure had a significant positive indi-
rect effect (=0.055, SE=0.029, p=0.047), whereas H6b
was not supported since Business Network Strength
(B=0.039, SE=0.024, p=0.103) did not yield a signifi-
cant effect. These findings reinforce the central mediating
role of PVSI and validate the relevance of the RBV and
contingency theory in explaining sustainable investment
behavior.

Discussion and conclusions

This study investigates how institutional factors, organi-
zational capabilities, and cognitive evaluations converge
to shape sustainable investment decision-making among
SMEs in a developing economy, using Uganda as a case
study. Drawing on Institutional Theory, the Resource-
Based View, and the Theory of Planned Behavior, we
reveal how external pressures, internal resources, and
individual perceptions jointly influence sustainability-ori-
ented investments in contexts where resource constraints
and weak institutional frameworks prevail. In such envi-
ronments, formal policies may be poorly enforced, while
SME:s often struggle with limited technology and financ-
ing. These conditions underscore the importance of com-
prehensively examining both external constraints and
firm-level capabilities, particularly since resource scar-
city can amplify the challenges of pursuing sustainable
growth.

A key finding is that ERE exerts a significant negative
influence on PVSI, supporting Hla and aligning with
research indicating that heightened volatility discourages
sustainable investment (Wu, Yao & Wu, 2020; [236]). In
uncertain environments, SMEs are more cautious, fear-
ing that returns on green initiatives may not material-
ize quickly or reliably. Scarce financial buffers intensify
risk aversion, causing decision-makers to deprioritize
environmental, social, and governance (ESG) priori-
ties despite acknowledging their potential benefits. Pur-
siainen et al. [158] further note that high uncertainty,
coupled with a lack of risk-mitigation mechanisms and

Hypothesis Indirect Path B (Standardized) SE P-value Supported?
H4a ERE = PVSI = SID —0.046 0.026 0.076 No
H4ab ERS = PVSI=SID 0.008 0.017 0.640 No
Hac PGS = PVSI=SID 0.010 0.030 0.740 No
H5a TC—-PVSI=SID 0.088 0.038 0.020 Yes
H5b AFR - PVSI = SID 0.094 0.035 0.007 Yes
H6a CP—=PVSI=SID 0.055 0.029 0.047 Yes
H6b BNS — PVSI - SID 0.039 0.024 0.103 No
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financial safety nets, amplifies such deterrence, reduc-
ing the likelihood of sustainability-focused investments.
However, alternative perspectives highlight that uncer-
tainty can, under balanced external pressures, act as a
spur to innovation: Yalabik & Fairchild [232] show that
when regulatory and customer pressures are maintained
at moderate levels, firms may respond to environmen-
tal uncertainty by investing in cleaner technologies to
gain competitive advantage, suggesting that the ERE-
PVSI relationship is contingent on broader incentive
structures.

Contrasting with the pronounced impact of ERE, ERS,
and PGS do not significantly affect PVSI, leading to the
rejection of Hlb and Hlc. While Institutional Theory
underscores the importance of coercive pressures for
shaping firm behavior [194], weak enforcement and
bureaucratic inefficiencies in Uganda appear to under-
mine regulatory credibility. Firms often perceive regula-
tions as inconsistent or irrelevant to pressing operational
challenges, dampening their effectiveness in shifting
investment behavior [164]. Mielke [208] observes that
policy measures must be seen as credible and read-
ily accessible to drive meaningful change, a condition
not met when resources for regulatory oversight are
stretched thin or dispersed. Yet, evidence from other
contexts suggests that implementation quality can
reverse this dynamic: Zhao et al. [234, 177] find that well-
designed subsidies and tax rebates in China significantly
improve green-investment efficiency, while Delmas &
Toffel [135] argue that rigorous enforcement can trans-
form environmental mandates into strategic opportuni-
ties, underscoring that developing countries’ challenge
lies more in policy execution than in the principles of
regulation itself.

Our findings highlight the paramount role of internal
organizational capabilities. TC and AFR both positively
influence PVSI, confirming H2a and H2b and aligning
with RBV’s emphasis on the strategic value of unique
resources [184, 172]. Greater technological readiness
helps SMEs reframe sustainability as an opportunity
for efficiency, innovation, and market differentiation, as
demonstrated by Bhatia & Kumar [128]. Robust financing
options similarly enable firms to absorb the initial costs
of green initiatives, turning perceived sustainability value
into concrete action [183, 157]. However, some studies
caution that resources alone do not guarantee sustain-
ability uptake: Rutkauskas et al. [161], stress the impor-
tance of multi-criteria decision frameworks that integrate
reliability with financial metrics, reminding us that capa-
bility advantages must be complemented by robust deci-
sion processes to realize ESG outcomes.

Contrary to literature suggesting firm size facilitates
resource leverage [211], we find that Size (as number
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of employees) does not significantly affect PVSI (H2c).
In Uganda, persistent challenges, including inadequate
infrastructure, limited expertise, and high cost of capi-
tal, can overshadow any advantages of being medium-
sized. Notably, Siedschlag & Yan [164] observe that in
Ireland, larger firms, especially importers, are more likely
to invest in pollution control and cleaner technologies,
indicating that size effects emerge where external sup-
port systems such as supply-chain pressure and global
customer scrutiny are stronger. This discrepancy suggests
that firm-size advantages are conditional on the broader
ecosystem in which SMEs operate.

Institutional norms remain impactful. CP and BNS sig-
nificantly shape PVSI (H3a, H3b), aligning with Institu-
tional Theory’s notion that normative and mimetic forces
guide firm behavior. Competition spurs sustainability
adoption as firms seek differentiation in dynamic mar-
kets, while robust networks foster legitimacy, collabora-
tion, and the exchange of best practices [185, 199]. Still,
the direction of competitive influence is not universal:
Pursiainen et al. [158] find that in more fluid markets,
intense rivalry is associated with lower ESG scores, sug-
gesting that peer and mimetic pressures can undermine
sustainability investments.. Likewise, Bendell [185] warns
that peer pressure may suppress innovation when envi-
ronmental action risks reputational backlash.

Comparatively, internal capabilities appear more deci-
sive than formal institutions in driving sustainable invest-
ment decisions. TC and AFR stand out as dominant
predictors of PVSI, emphasizing RBV’s relevance in set-
tings where policy support may be perceived as weak or
inconsistent. Though CP and BNS also enhance PVSI,
ERS and PGS remain less influential in shaping final deci-
sions. Our results reinforce TPB’s assertion that decision-
making hinges on subjective evaluations and perceived
control: PVSI strongly predicts SID (H7), especially in
SMEs with centralized leadership structures. Mediation
analyses reveal that ERE’s negative impact on SID is not
fully mediated by PVSI, indicating that heightened risk
can occasionally trump cognitive appraisals, whereas
BN fails to significantly mediate the link between PVSI
and SID. However, TC, AFR, and CP exhibit meaningful
indirect paths, suggesting that strategic resources, financ-
ing flexibility, and competitive dynamics can collectively
translate supportive perceptions into concrete invest-
ments [198]. Moreover, Masini & Menichetti [207] indi-
cate that even well-resourced investors may hesitate if
policy frameworks appear unstable, highlighting the syn-
ergistic substitutive nature of resource and institutional
enablers.

Further, the behavioral dimension warrants closer
attention. While our model captures PVSI as the key
cognitive mediator, studies rooted in TPB, such as Adam
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& Shauki [180] and Chan et al. [132], demonstrate that
moral norms, subjective norms, and substantially shape
sustainable investment intentions. Future research
should explicitly incorporate these behavioral constructs
to capture the full spectrum of decision drivers.

Overall, this integrative model enriches the under-
standing of SME sustainable investment in resource-
constrained contexts. By blending Institutional Theory,
RBV, and TPB, our study shows that while external reg-
ulations and government mandates have limited sway
when enforcement is weak, robust internal resources
and strategic evaluations substantially drive SID. Inter-
national evidence underscores that credible policy incen-
tives [234, 177], balanced competitive environments
[211], and supportive cultural norms [230] can tip the
scales in favor of sustainability even for capability-poor
firms. In Uganda, strengthening technological and finan-
cial capacity, alongside leveraging competitive pressure
and cohesive business networks, appears more effective
than relying solely on inconsistent policy directives. Poli-
cymakers should craft targeted, credible measures that
address the real needs of SMEs and facilitate easier access
to financing and technological tools. This underscores
the need for coordinated efforts among public agencies,
private lenders, and local communities to align incen-
tives, reduce bureaucratic hurdles, and build capacity for
environmental stewardship. Concurrently, managers can
prioritize building stronger networks, investing in rel-
evant technologies, and fostering a clear internal narra-
tive around sustainability’s potential benefits. Ultimately,
empowering firms through supportive ecosystems and
policy interventions can foster inclusive, sustainable
growth, even where institutional environments remain
uncertain and risk levels are high.

Implications

Practical implications

For SME managers, converting sustainability ambitions
into everyday operations starts with a focused pilot.
Select one affordable, high-impact technology, such as a
2-kilowatt solar water heater in a small food processor, a
moisture meter for agro-dryers, or a basic e-commerce
site with mobile payments for a retailer, and trial it for
one month. Track two clear KPIs (e.g., kilowatt-hours
saved or number of online sales) and, upon seeing a
10-20 percent improvement, roll it out in phases across
your business. Simultaneously, maintain accurate finan-
cial records and prepare a concise, one-page “sustainabil-
ity pitch” that quantifies cost savings or revenue gains.
Use this when applying for green finance; many lenders
now offer preferential rates or longer terms for projects
with measurable efficiency improvements. Finally, join
your local chamber’s green working group or an industry
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sustainability forum, pool small orders for bulk discounts
(for example, LED lighting), and learn from peers’ vendor
experiences.

Theoretical implications

This study refines Institutional Theory, RBV, and TPB
by demonstrating that resources and regulations drive
investment decisions only when filtered through mana-
gerial perceptions of value. Our findings show that per-
ceived feasibility and benefit captured in the Perceived
Value of Sustainable Investment mediate the effects of
technology, finance, competition, and regulation on
actual investment behavior. Future research should apply
our model across different developing-country contexts
(e.g., Kenya, Tanzania) using longitudinal, mixed-meth-
ods designs. By combining follow-up surveys with in-
depth interviews six months after policy or technology
pilots, scholars can unpack how risk perceptions and
value appraisals evolve and identify which resource—
institution combinations most reliably trigger sustainable
investment decisions.

Policy implications

Policymakers can dramatically lower barriers to SME
sustainability by streamlining green finance and roll-
ing out targeted incentives. First, create a unified online
portal co-owned by the government, banks, and develop-
ment partners, where SMEs submit a single application
form plus their one-page sustainability pitch. Automate
fast-track approvals for loans under a modest thresh-
old (e.g., USD 10,000) without extra collateral, and back
the portal with a small guarantee fund covering a fixed
share of defaults to de-risk lending. Second, implement
sector-specific sustainability vouchers: for example, USD
500 for textile workshops’ lighting assessments and USD
300 for agroprocessors’ water-efficiency audits. Validate
service providers through trade associations, and publi-
cize the vouchers via local business councils, SMS alerts,
and digital platforms. By focusing on these two high-
leverage reforms, the designated green finance and tar-
geted audits, governments can address credit access and
upfront cost hurdles without overburdening administra-
tive resources.

Strengths, limitations, and future research
directions

A major strength of this study lies in its integra-
tive model that combines Institutional Theory, the
Resource-Based View, and the Theory of Planned
Behavior to explain sustainable investment decision-
making in SMEs. By incorporating institutional-envi-
ronmental drivers, internal capabilities, and market
dynamics, the model provides a holistic understanding
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of how external and internal forces interact through
the mediating role of Perceived Value of Sustainable
Investment. This structure not only highlights key driv-
ers like technological capability and financial access
but also reveals context-specific inconsistencies, such
as the limited impact of perceived government support
prompting reflection on the real-world effectiveness of
regulatory mechanisms in developing economies.
However, several limitations should be acknowl-
edged. The cross-sectional design restricts causal inter-
pretation and fails to capture temporal changes in SID
behavior. Additionally, reliance on self-reported data
may introduce bias, while convenience sampling could
limit the generalizability of findings. Some unexpected
outcomes such as the weak influence of formal institu-
tional support may stem from contextual or measure-
ment issues rather than theoretical shortcomings.
Future studies should adopt longitudinal or experi-
mental designs to better assess causality and temporal
dynamics. Employing more representative sampling
and incorporating objective performance indicators
could reduce bias and improve validity. Researchers
are also encouraged to examine additional predictors,
such as entrepreneurial orientation, digital readiness,
and leadership style, and conduct cross-sectoral com-
parisons to enhance contextual relevance and practical
applicability for SMEs and policymakers alike.
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