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ABSTRACT

This study explores the integration of Artificial Intelligence and Machine Learning algorithms into
the Information Technology MSME Sector, focusing on their impact on stakeholder engagement in
sustainable finance in the Guntur and Vijayawada regions. Using the survey research approach and
applying the structural equation modeling (SEM) approach, this study examines how emerging Al
and ML algorithms can influence trading tactics, financial monitoring practices, and sophisticated
decision-making processes in sustainable finance. According to the findings, Algorithmic Trading
(AT) and Financial Monitoring (FM) exert high positive effects on sustainable finance, and thus their
significant importance. At the same time, Advanced Decision Making (ADM) yields a surprising
negative impact. These insights reveal the deep drivers that influence sustainable finance outcomes
and highlight the potential of Al and ML technologies to promote innovation.
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INTRODUCTION
The integration of Al and machine learning
has triggered a paradigm shift in industries
such as finance, particularly in sustainable
finance, where ethical and responsible
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potential dangers is ongoing. Al and ML
have automated and streamlined (Lim, 2024)
the activities regarding MSME trading by
making quick, informed decisions based on
the analysis of numerous data in the market.
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These technologies help in trading, analyzing market sentiments, risk management, and
high frequency trading, where inefficiencies in the market can be dissolved and risks more
effectively managed.

Relevant Study

Al and ML push the MSME sector toward swift, data-driven decision-making through
complex algorithms and predictive models. Although these technologies predict trends and
optimize resources (Sharma & Devi, 2024), hence, personalizing customer interactions and
spotting fraud, they also make cybersecurity, resource management, CRM in the MSME
sector, and financial monitoring stronger.

Al has greatly impacted studies on financial management, bringing changes to
many aspects of the profession (Zakaria et al., 2023). Al has developed as a crucial tool
that makes informed financial decisions while offering data-driven insights for efficient
working. Though there is resistance, Al-based applications hold a lot of potential in fraud
detection, tailormade services, risk management and regulatory compliance. ESG and Al
convergence in finance. A few recent studies have proved the efficiency of machine learning
to analyze ESG data in making informed (Kumari et al., 2024) investment decisions. They
take the ESG into consideration while making their investments. After surveying 420 IT
professionals in India, they reached the conclusion that financial analysis and performance
evaluation skills are essential for a successful Bl implementation. Business intelligence (BI)
solutions enhance operational (Behrooz et al., 2023) decision-making and competitiveness,
enabling firms to realize their long-term goals. According to the empowerment analysis,
entrepreneurial spirit was felt by 69% of social workers, 45% of professional workers, and
67% of government workers. Andhra Pradesh women company owners appear to have
a favorable attitude towards entrepreneurship and feel that it empowers them, based on
the general level of empowerment analysis. The researcher’s empirical study shed light
on green banking practices in India, a developing nation where environmental issues are
increasing (Geetha & Krishna, 2024). Conclusions from the study support the relevance
of'a) Management Commitment and Support, and b) Competitive and customer pressure,
in relation to Indian banks adopting environmentally friendly measures.

METHODOLOGY

This section includes the general study design, population being researched, sample,
sampling technique, instrument used to gather data collection, validity, and reliability of
the tool, research design used in collecting the data, clearly stated variable or model to be
adopted, and data technique analysis (Mithra et al., 2023). The study utilized primary data.
A questionnaire was used to aid in data collection. A research assistant qualified helped
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administer the questionnaire to the respondent (Geetha & Krishna, 2024). Figure 1 presents
a structured equation model of the proposed system.

Data Analysis and Interpretation
HI: Algorithmic Trading is highly significant for Sustainable finance.
H2: Financial monitoring is highly significant for Sustainable finance.

H3: Advanced decision-making has no significant impact on Sustainable finance.

The regression coefficients of the exogenous variables are displayed; there is statistical
significance at the 5% level for five variables. According to the findings of the analysis,
every one of the five factors has a significant influence on the Consumer’s Purchasing
Behaviour towards Lifestyle Brands. It has been observed that the saturated model is
connected with 22.170 percent of the default model and 44.585 percent of the independence
model. The model is a good fit, as indicated by the RMR value of 0.080. It means that
95.2 percent of the variance-covariance matrix fits into the default model, while only 47.3
percent fits into an independent model. This is called the “Goodness of Fit Index.”

302
Sustainable
Finance

Financial Monitoring

Figure 1. Structured Equation Model (SEM)

FINDINGS

SEM analysis revealed different impacts of Algorithmic Trading and Financial Monitoring
on Sustainable Finance in the information technology sector. While AT showed a positive
and significant impact on sustainable finance, affirming its pivotal role, FM similarly showed
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a significant positive influence, underlining the very importance of effective financial
monitoring practices in promoting sustainability. However, contrary to expectation, ADM
is negative and significant to Sustainable Finance; thus, there could be potential hindrances
or little contribution from advanced decision-making processes. The findings, therefore,
reflect a more complex relationship in which AT and FM are favorable to the sustainable
finance outcomes, while ADM may not significantly contribute or could even impede the
effort towards sustainability. Results from the SEM underscore the intricate dynamics
surrounding sustainable finance in the MSME sector, bringing to light interactions among
these variables. Table 1 provides Estimates of maximum likelihood, Table 2 shows values
of Model fit (CMIN), and Table 3 represents the Goodness of fit index of various models,
respectively.

Table 1
Estimates of maximum likelihood

Variables Measured Latent Variables Estimate S.E. C.R. P  Label
Trading <---  Sustainable Finance 1.000
Financial Monitoring <---  Sustainable Finance .982 .040 24.384 ***  Sig
Advanced Decision Making <---  Sustainable Finance 1.181 060 19.768 ***  Sig
Table 2
Model fit (CMIN)
Model NPAR CMIN DF P CMIN/DF
Default model 39 731.610 33 .000 22.170
Saturated model 65 .000 0
Independence model 10 2452.185 55 .000 44.585
Table 3
Goodness of fit index
Models RMR GFI AGFI PGFI
Default models .080 952 .887 408
Saturated model .000 1.000
Independence model .649 473 262 338
CONCLUSION

This has brought forth new potential along with major challenges in applying Artificial
Intelligence and Machine Learning algorithms to sustainable finance in the MSME
Sector. It improves risk management, decision-making, and transparency of sustainable
finance initiatives, bringing out better data analytics skills in stakeholders and efficient
ESG reporting processes. Concerns of algorithmic biases, transparency, and stakeholder
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adaptation must be addressed for equitable and inclusive outcomes. The reduction of biases
and the increase in transparency of algorithms are crucial to aligning Al technologies with
ethical norms and sustainability goals. Inclusive participation and cooperation are what will
help stakeholders take advantage of Al’s potential for improving sustainable development
and bringing long-term benefits to society.

ACKNOWLEDGEMENT

The authors gratefully acknowledge the constructive feedback and guidance provided by
the reviewers and editors, which has helped to strengthen the quality of this manuscript.
We also wish to acknowledge the support of School of Business, VIT AP University, India
for facilitating this research.

REFERENCES

Behrooz, H., Lipizzi, C., Korfiatis, G., Ilbeigi, M., Powell, M., & Nouri, M. (2023). Towards
automating the identification of sustainable projects seeking financial support: An Al-powered
approach. Sustainability, 15(12), Article 9701. https://doi.org/10.3390/su15129701

Geetha, N., & Krishna, U. M. G. (2024). The role of artificial intelligence and machine learning in enhancing
stakeholder engagement for sustainable finance in the SME sector. In T. O. Olubiyi, S. D. Suppiah & C.
Chidoko (Eds.) The future of small business in industry 5.0 (pp. 331-346). IGI Global Group. https://doi.
org/10.4018/979-8-3693-7362-0.ch013

Kumari, B., Kaur, J., & Swami, S. (2024). Adoption of artificial intelligence in financial services: a policy
framework. Journal of Science and Technology Policy Management, 15(2), 396-417. https://doi.
org/10.1108/jstpm-03-2022-0062

Lim, T. (2024). Environmental, social, and governance (ESG) and artificial intelligence in finance: State-of-
the-art and research takeaways. Artificial Intelligence Review, 57(4), Article 76. https://doi.org/10.21203/
18.3.15-2849051/v1

Mithra, A. S., Duddukuru, V. C., & Manu, K. S. (2023). How artificial intelligence is revolutionizing the
banking sector: The applications and challenges. Asian Journal of Management, 14(3), 166-170. https://
doi.org/10.52711/2321-5763.2023.00028

Sharma, P., & Devi, S. (2024). The future of finance: Revolutionizing the industry with artificial intelligence. In
D. Sharma, B. Bhardwaj & M. C. Dhiman (Eds.) Leveraging Al and emotional intelligence in contemporary
business organizations (pp. 187-210). IGI Global Scientific Publishing. https://doi.org/10.4018/979-8-
3693-1902-4.ch011

Zakaria, S., Manaf, S. M. A., Amron, M. T., & Suffian, M. T. M. (2023). Has the world of finance changed? A
review of the influence of artificial intelligence on financial management studies. Information Management
and Business Review, 15(4), 420-432. https://doi.org/10.22610/imbr.v15i4(si)i.3617

Pertanika Proceedings 1 (5): 125 - 129 (2025) 129





