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[bookmark: _TOC_250063]ABSTRACT
Green procurement has become central to global sustainability efforts, yet its adoption among Small and Medium Enterprises (SMEs) in Ghana remains limited. SMEs constitute over 90% of businesses, employ 80% of the workforce, and contribute about 60% to GDP, making their participation critical to sustainable development. This study examines the role of tax exemptions, subsidies, and preferential contracting policies on the adoption of green procurement practices in SMEs within the Accra Metropolitan Area.
Using a quantitative research design, data were collected from 100 SME owners, managers, and procurement officers through structured questionnaires. Analysis with SPSS regression models revealed that tax exemptions have the strongest and most significant impact on green procurement adoption, demonstrating their effectiveness as a fiscal incentive. Subsidies showed a positive but marginal effect, while preferential contracting policies, though positive, were statistically insignificant. The findings highlight tax exemptions as the most effective driver of sustainable procurement in Ghana’s SME sector. Policy recommendations include scaling up fiscal incentives, improving subsidy accessibility, and strengthening application of preferential contracting to align SME practices with Ghana’s green economy agenda.
It was recommended that future research should employ mixed-methods approaches and longitudinal designs to capture comprehensive insights and assess the sustained impact of policy interventions over time. Moreover, investigating institutional capabilities and direct climate change implications will enhance understanding of green procurement barriers and opportunities, thereby informing more effective and resilient policy development.
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INTRODUCTION
1.0 [bookmark: _TOC_250061]Background of the Study
Globally, concerns about environmental degradation and climate change have intensified. Several industrial practices continue to negatively impact the environment, thereby accelerating climate- related risks. In today’s globalized world, managing environmental and social risks has become increasingly critical. Consequently, sustainability and green procurement practices have garnered substantial attention, both as theoretical concepts and in real-world implementation. (Arlow and Gannon, 2018, as cited in (Ackah, Addo, & Yornu, 2024).
Globalization has expanded the range of choices available to procurement professionals, offering flexibility in decisions regarding what to procure, where to source, how to source, and from whom (Ackah, Addo, & Yornu, 2024). As environmental accountability grows, industries are being encouraged to adopt processes and operations that are eco-friendly. As natural resources become increasingly scarce and the demand for green products and processes rises, environmental concerns are quickly emerging as a key factor influencing decision-making within manufacturing firms (Mudgal, Shankar, Talib, & Raj, 2010).
The actions of Small and Medium Enterprises seem to influence the advancement of green procurement. This approach is founded on the principle that businesses can achieve advantages in economic, environmental, and social dimensions simultaneously (IBM Global Business Services, 2009). It appears the procurement patterns of the SME sector can help promote green procurement.
The sector may be used to streamline and champion the adoption of green procurement, however, this may be Fast track through the use of certain incentives. Therefore, it appears valuable to examine how fiscal policies, including tax exemptions, subsidies, and preferential contracting, can encourage green procurement practices within the SME sector. In light of climate change, green procurement practices have emerged as a significant area of focus, leading researchers to explore strategies aimed at reducing their environmental impact. Several studies have been conducted on green procurement, there seems to be limited evidence focused specifically on the intersection of green procurement practices and climate change mitigation within Ghana’s SMEs sector. While Makafui & Ackah (2019), examined green procurement practices at Unilever Ghana Limited, however, it appears various studies do not specifically address the issues of climate change and green procurement with respect to the variables under consideration.
1.1 Problem Statement
Ghana faces escalating environmental degradation, creating an urgent need for sustainable production and consumption practices. Green procurement, which integrates environmental considerations into purchasing decisions, represents a vital strategy for achieving environmental sustainability goals (OECD, 2015). Small and Medium Enterprises (SMEs), constituting over 90% of businesses in Ghana, are crucial actors in this transition toward sustainable practices (Mensah, 2020). Further, a study by Strategy and Research Department,GCB, (2023) found that the SME constitutes about 92% of businesses in Ghana, employ 80% of the workforce and contribute about 60% to Ghana’s GDP. Despite increasing global and national emphasis on sustainability, the adoption of green procurement practices among SMEs in Ghana remains limited. This slow commitment presents a critical challenge to the country's transition toward a green economy, particularly within the SME sector, which forms the backbone of Ghana's industrial and service landscape. The level of green procurement adoption among SMEs in the Accra Metropolitan Area remains particularly low, often hindered by limited access to financial incentives, lack of awareness, and weak institutional support (Amankwah-Amoah et al., 2021).

Globally, sustainability in public procurement remains a significant concern, including Ghana (Kyeremeh, 2022). Although the Government of Ghana committed to implementing sustainable public procurement (SPP) in 2010, the policy has not been fully operationalized within public procurement activities (Kyeremeh, 2022).This partial implementation limits progress toward environmental goals, especially in sectors with high ecological impact such as SMEs. Governments worldwide have implemented policy tools such as tax exemptions, subsidies, and preferential contracting to incentivize green business practices (UNDP, 2016) .These instruments are particularly important in emerging economies, where market forces alone may not be sufficient to drive environmental innovation. In Ghana, while there are national policies promoting sustainability, including components of green public procurement under the Public Procurement Act (Act 663, amended Act 914), the practical impact of fiscal and procurement-based incentives on SME behavior remains poorly understood (Ghana Public Procurement Authority, 2022). Preliminary evidence suggests that SMEs often lack the financial flexibility, incentives, or institutional support to adopt environmentally responsible procurement strategies. Yet, green procurement holds the potential to reduce environmental footprints, enhance resource efficiency, and improve long-term business resilience. Understanding how fiscal and regulatory incentives affect this shift is therefore critical.
However, empirical insights are scarce on whether existing tax exemptions, government subsidies, and preferential contracting policies are effectively influencing green procurement decisions among SMEs in Ghana. Specifically, it is unclear how tax incentives, subsidies, and preferential treatment in contracting are being implemented, whether SMEs can access them easily, and to what extent these measures influence procurement decisions. Moreover, there is limited research on how these policy tools interact with the unique operational realities of SMEs in urban centers such as the Accra Metropolitan Area.
Existing literature has not adequately explored these questions in the Ghanaian context, leaving a gap in evidence-based policy formulation (Anku-Tsede & Deffor, 2014).While some studies have examined related areas such as Nangpiire et al (2023) , examined the dimensions of sustainable procurement practices and their effect on organisational performance of SMEs in Ghana, and Agyapong et al. (2024), investigated the relationship between sustainable procurement practices and sustainable performance in small and medium-sized manufacturing enterprises, there seems to be little evidence on the drivers of green procurement to achieve the overall objective of sustainability. There appears to be a critical gap in assessing how fiscal tools, particularly tax exemptions, subsidies, and preferential contracting, affect green procurement within the SME sector. Liu, et al. (2023) suggested that appropriate government subsidies have a significant positive influence on optimal business decisions and sustainable investments, highlighting the need for further investigation in this area.
Osabutey & Annoh (2024), highlighted the importance of businesses, especially SMEs, investing resources in developing resilience strategies, as emphasized by numerous research studies. This necessity arises from the fact that many climatic and non-climatic shocks negatively impact businesses, often resulting in some of them closing down. In Africa, climate change is posing significant challenges for small-scale enterprises, making the adoption of sustainable practices even more critical.
Recognizing this gap, the current study seeks to explore the role of tax exemptions, subsidies, and preferential contracting on the adoption of green procurement practices, with a focus on SMEs in the Accra Metropolitan area of Ghana. This study therefore seeks to investigate the role of tax exemptions, subsidies, and preferential contracting policies in promoting green procurement practices among SMEs in the Accra Metropolitan Area of Ghana.
1.2 [bookmark: _TOC_250059]Research Objectives
This study aims to investigate the impact of tax exemptions, subsidies, and preferential contracting policies on the adoption of green procurement practices in the SME sector in Ghana. The specific objectives are to:
i. Examine the influence of tax exemptions on the adoption of green procurement practices among SMEs in Ghana.
ii. Analyse the role of subsidies in promoting green procurement practices within the SME sector in Ghana.
iii. Assess the effect of preferential contracting policies on the implementation of green procurement practices among Ghanaian SMEs.
1.3 [bookmark: _TOC_250058]Research Questions
i. To what extent do tax exemptions affect the adoption of green procurement practices among SMEs in Ghana?
ii. How do subsidies aid in promoting green procurement practices within the SME sector in Ghana?
iii. What is the impact of preferential contracting policies on the implementation of green procurement practices among SMEs in Ghana?
1.4 [bookmark: _TOC_250057]Significance of the Study
This study is timely and significant as it addresses a critical gap in the intersection of environmental sustainability and economic development in Ghana. Specifically, it explores how public policy tools such as tax exemptions, subsidies, and preferential contracting influence the adoption of green procurement practices among Small and Medium Enterprises (SMEs) in the Accra Metropolitan Area. The significance of the study can be discussed under three key areas: contribution to knowledge, practice, and policy. By understanding how these incentives are perceived, accessed, and utilized, the research will inform more effective policy interventions that align with both national sustainability goals and the operational realities of SMEs. The findings will contribute to the development of evidence- based strategies and policy reforms aimed at fostering sustainable procurement and supporting Ghana's green economy agenda.


















[bookmark: _TOC_250056]LITERATURE REVIEW
2.0 [bookmark: _TOC_250055]Conceptual Review
The conceptual review centered on Green procurement, Benefits and it challenges. This part also reviews a literature of the concept of Small and Medium Enterprises, offers perspectives to shape and understand the studies in the context.
2.0.1 [bookmark: _TOC_250054]Green Procurement
Green procurement, frequently used interchangeably with sustainable procurement, responsible procurement, or ethical procurement, has emerged as a primary focus for environmental scholars and international organizations, including the United Nations and the Conference of the Parties to the United Nations Framework Convention on Climate Change (UNFCCC). The European Commission defines green procurement as the acquisition of goods, services, and works that reduce environmental impacts throughout their entire life cycle. Various scholars and institutions have expanded on this definition. According to Mcobrein & Ackah (2019), Green Procurement may be explained as acquisition of products, goods and services with smaller- than-average environmental footprints. Their definition highlights the importance of purchasing environmentally friendly goods. Similarly, Foo et al (2019) described ecological procurement as prioritizing sustainability by selecting products that are free from harmful substances and capable of being recycled or reused. Green procurement is an approach that integrates people, organizations, technology, and processes (Kapaya, 2019). International organizations have also formalized this concept. The United Nations Development Programme (UNDP, 2008) defines green procurement as “the purchase of products and services which have less impact on the environment and human health compared with competing products or services that serve the same purpose.” This definition emphasizes both environmental protection and human health, reinforcing the broader goal of ecological integrity. Chin et al. (2015), posited that to minimize environmental impact, countries should seamlessly incorporate eco-friendly strategies and tools into their existing practices. One effective method for achieving this is green procurement, which can play a significant role in reducing environmental pollution. From a practical standpoint, effective green procurement involves collaboration with suppliers. Obiso et al. (2023) ,stressed that achieving environmentally sustainable outcomes requires proactive engagement between organizations and their vendors. In addition, Tseng et al. (2013) argue that pre-qualifying suppliers based on environmental standards is a vital step in minimizing the ecological consequences of organizational procurement decisions. Together, these definitions and perspectives form a comprehensive understanding of green procurement as a strategic, value-based approach to minimizing environmental harm while fulfilling institutional needs.

2.0.2 [bookmark: _TOC_250051]Small Scale Enterprises
The Small-Scale Enterprise is an important sector in an economy. Ghana Enterprise Agency, (2023) defines or classifies SMEs by regulation of Ghana as follows:
An enterprise is classified as small enterprise if the enterprise has permanent employees of six up to thirty persons and;
(a) a turnover of more than one hundred and fifty thousand Ghana Cedis up to six million Ghana Cedis; or (b) a fixed asset value of more than one hundred and fifty thousand Ghana Cedis up to six million Ghana Cedis.
An enterprise is classified as medium enterprise if that enterprise has permanent employees of
thirty-one up to one hundred persons and;
a) a turnover of more than six million Ghana Cedis to eighteen million Ghana Cedis; or

(b) a fixed asset value of more than six million Ghana Cedis to eighteen million Ghana Cedis.
The SMEs have been defined by various scholars and Institutions in various context. European Commission, (2020) Small enterprises are characterized as businesses employing less than 50 individuals, with annual turnover or balance sheet totals not surpassing EUR 10 million.
Medium-sized enterprises are classified as organizations with fewer than 250 employees that maintain either annual turnover below EUR 50 million, or annual balance sheet totals under EUR 43 million.
These definitions made by the European Commission are in the context of Europe and therefore in defining SME, geographical and economic context is necessary. There is no universally accepted definition for Small and Medium Enterprises (SMEs), including micro firms, recognized worldwide (Amoah & Amoah, 2018). Oppong et al (2014) asserted that micro firms and SMEs are distributed across and within countries.
The distribution of SMEs across countries demonstrate their crucial importance to the economic development of Ghana.SMEs contribute 70% of Ghana's GDP and represent 92% of all businesses operating in the country (Amin, 2024). Small and Medium-sized Enterprises are crucial to Ghana's economic landscape.GCB Strategy and Research Department (2023) found that SMEs represent more than 90% of all enterprises operating in Ghana and serve as major employment generators, providing approximately 80% of total jobs in Ghana, while simultaneously contributing around 60% of the nation's Gross Domestic Product.
[bookmark: _TOC_250050]
Theoretical Review
2.0.3 [bookmark: _TOC_250049]Incentive Theory
Incentive theory originates from the behaviorist tradition, notably influenced by B.F. Skinner and scholars who developed operant conditioning principles. Skinner's central premise was that behavioral patterns are determined by their outcomes, establishing the foundational concept of reinforcement. The framework theorized that positive reinforcement through reward provision enhances the probability of behavioral repetition, while negative reinforcement through the elimination of adverse conditions can similarly drive desired behaviors (Skinner B. F., 1953).This behaviorist foundation demonstrates how external stimuli and consequences can systematically influence decision-making patterns, providing the theoretical groundwork for understanding how economic actors respond to various incentive structures in complex organizational and market environments. Incentive theory fundamentally addresses situations where parties in economic relationships possess unequal access to information, particularly when their goals diverge or conflict. This theoretical framework enables analysis of regulatory challenges that traditional general equilibrium models typically overlook, while also providing deeper insights into organizational dynamics within firms. The theory is a psychological and behavioral concept that explains motivation as being driven by the desire for external rewards or the avoidance of punishments. The theory applies to various scenarios involving information asymmetries, such as public goods provision where governments lack complete knowledge of citizen preferences, and delegation arrangements including situations where managers assign tasks to employees or governments contract private firms to operate natural monopolies. Through this lens, incentive theory helps explain how different parties can be motivated to act in ways that align with desired outcomes despite having incomplete information about each other's capabilities, preferences, or actions. The researcher selected this theoretical framework because regulatory authorities can stimulate green procurement behaviors among Ghanaian SMEs by employing tax exemptions, subsidies, and preferential contracting policies as motivational instruments.
2.0.4 [bookmark: _TOC_250048]Stakeholder Theory
Stakeholder theory is grounded on the principle that organisations function within a network of diverse stakeholder groups, where each stakeholder contributes to organizational sustainability and the firm's capacity to generate value across all stakeholder constituencies. Government policies represent stakeholder pressure that influences SME decision-making regarding environmental practices, as compliance becomes necessary for maintaining relationships with key stakeholders. Any individual or group, whether inside or outside the organization, that has an interest in the organization’s performance (Daft & Marcic, 2006).To (GIIRS, nd), stakeholders are broadly defined as any individual or group that either positively or negatively influences or is influenced by an organisation's decisions and actions. Stakeholders can be understood as anyone whose interests in an organization may be affected by organizational decision-making processes. There are always conflicting interest therefore proper skills is needed to ensure each interest is carried along. This theory is employed because, SMEs procurement decisions must be influenced by the interest of all the stakeholders. Consumers may patronize goods because the activities of the SME take into account the interest of the environment and hence, they would want to encourage such ethical consumption. This also serves as a firm of public relations to present good image to the public.

2.0.5 [bookmark: _TOC_250047]Natural Resource Base View
Initially introduced by Hart (2015) , Natural Resource-Based View extends the traditional Resource-Based View by highlighting the significance of a firm's relationship with the natural environment as a foundation for achieving sustained competitive advantage. This alignment, as discussed by Porter (2015), can lead to competitive advantages such as cost leadership and product differentiation. According to Hart (2015), a resource can only yield sustainable competitive advantage if it meets four criteria: value, rarity, inimitability, and non- substitutability. These attributes enable firms to differentiate themselves in increasingly environmentally conscious markets.
The NRBV framework introduces three interrelated capabilities that are particularly relevant for industries with substantial environmental impact, such as the SME sector:
a. Pollution Prevention Capability which involves minimizing emissions, waste generation, and operational inefficiencies to improve environmental performance and reduce costs.
b. Product Stewardship Capability that emphasizes on minimising the environmental impacts of products throughout their entire lifecycle, from design and sourcing to disposal.
c. Sustainable Development Capability thus, focuses on integrating environmental concerns into corporate strategy, ensuring that growth does not come at the expense of ecological integrity.
These capabilities collectively serve as critical environmental drivers, empowering firms to enhance their operational efficiency, improve stakeholder relations, and achieve long-term sustainability goals ( Obiso et al. (2023)). Given the SMEs sector’s significant reliance on natural resources and its environmental footprint, the NRBV offers a valuable lens for analyzing Green Procurement Practices. It provides a theoretical foundation for understanding how procurement strategies that prioritize environmental sustainability can contribute to both ecological preservation and competitive performance, particularly through the sourcing of environmentally friendly raw materials and technologies.

2.1 [bookmark: _TOC_250046]Conceptual Framework
A conceptual framework, has been defined by Jabareen (2009), as a network of interconnected concepts that collectively provide a thorough understanding of a particular phenomenon. These concepts are interrelated and mutually reinforcing, each contributing uniquely to the interpretation and analysis of the research problem. Jabareen (2009) further explains that conceptual frameworks are built upon specific ontological, epistemological, and methodological foundations, which shape how knowledge is generated and interpreted in a study. In practical terms, a conceptual framework serves as a visual guide to the structure of a research study. According to Mugenda & Mugenda (2008), it employs diagrams or illustrations to represent the key variables and illustrate how these variables are connected. This visual representation helps clarify the relationships being explored and offers a logical structure for examining how different factors influence the research outcome. The primary objective of a conceptual framework is to offer readers a clear and coherent overview of the study’s variables and their hypothesized interactions. Importantly, such frameworks are rooted in a comprehensive review of existing literature and relevant theories, ensuring that the research is grounded in established academic discourse.
For this study, the conceptual framework illustrates how tax exemptions, subsidies, and preferential contracting policies (independent variables) influence the adoption of green procurement practices (dependent variable) SME sector of Ghana.
Figure 1.0 The Relationship between Subsidies, Tax Exemption, Preferential Contracting and Green Procurement
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                                                            METHODOLOGY
3.0 [bookmark: _TOC_250045][bookmark: _TOC_250044]Study Area Description
[bookmark: _TOC_250043]This research focused on SMEs operating within the Accra Metropolitan Area, which has major concentration of SMEs. The Accra Metropolitan Area is one of Ghana's 261 Metropolitan, Municipal, and District Assemblies and is among the 29 located in the Greater Accra Region. Its administrative capital is Accra, situated in the southern part of the country. Established by Legislative Instrument (L.I.) 2034, the Accra Metropolitan Assembly covers a total area of 173 square kilometers. The Accra Metropolitan Assembly is bordered by La Dade-Kotopon Municipal and Korle Klottey Municipal to the east, and by Ga West, Ga Central, and Ga South Municipal Assemblies to the west. It also features a southern coastline along the Gulf of Guinea. The 2021 Population and Housing Census records the population of the Accra Metropolitan Area at 284,124, comprising 134,045 males and 150,079 females (Accra Metropolitan Assembly, 2025). The Accra metropolitan area is situated in the nucleus of the city of Accra with concentration of major business activities.
3.1 Research Design
As defined by Creswell (2014) research design encompasses the complete research process, spanning from the initial conceptualization of the research problem through to the final written narrative. This study employed a quantitative approach, utilizing data collection methods and analysis techniques appropriate for this paradigm. Following the guidance of Saunders et al. (2007), the chosen research design was instrumental in effectively addressing the research questions.
3.2 [bookmark: _TOC_250042]Target Population and Sampling
The targeted population comprised of all SMEs operating within the Accra Metropolitan Area. A sample of 100 SMEs were selected through probability sampling techniques, with managers and key decision makers from these enterprises served as the primary respondents. The researcher settled for this sample size due to time and resource constraints. The study employed simple random sampling technique to ensure every SME operator within the study population had an equal probability of being selected to participate in the study. This approach eliminated selection bias and enhanced the representativeness of the sample, thereby improving the generalizability of the research findings.
3.3 [bookmark: _TOC_250040]Data Collection and Analysis
Primary data was collected through structured questionnaires administered to managers and key decision-makers of the sampled SMEs. The questionnaires were developed using Google Forms to enable efficient data gathering, secure storage, and preliminary analysis. To ensure high-quality data collection and maximize response rates, field officers were deployed to conduct face-to-face interviews with respondents. These field officers:
· Provided direct supervision during the questionnaire administration process
· Offered clarification on questions when needed
· Ensured complete and accurate responses
· Maintained consistent data collection standards across all respondents
This approach combined the efficiency of digital data collection tools with the reliability of personal engagement, thereby enhancing both the quality and validity of the collected data. 
Data was analysed using the Statistical Package for Social Sciences (SPSS). Key techniques    included frequency tabulation for descriptive statistics and regression analysis to test relationships between the variables. Results were presented using tables, graphs, and charts.


RESULTS AND DISCUSSION
4.0 Gender of Respondents
The results show that 64% of the respondents were male while 36% were female. This distribution indicates that SME ownership and management are still male-dominated. Nonetheless, the 36% female representation reflects the increasing participation of women in the SME sector in Ghana, consistent with trends in entrepreneurial development and gender inclusivity in business.
4.0.1 [bookmark: _TOC_250032]Sector of the Respondents
Regarding sectoral distribution, 38% of respondents were in the services sector, 33% in retail/wholesale, 15% in manufacturing, and 14% in other sectors. The dominance of services and retail/wholesale reflects the structure of SMEs in Ghana, where these sectors constitute the majority of enterprises. Although manufacturing SMEs were fewer in number, their representation is critical since their operations are closely linked to environmental impacts and sustainability concerns, making their perspectives valuable for understanding green procurement Adoption.
Generally, the demographic analysis shows that the study drew responses from a diverse set of SME stakeholders across gender, levels of experience, organizational roles, and business sectors. This diversity enhances the representativeness and robustness of the findings. Importantly, the predominance of experienced owners and managers provides confidence that the responses reflect informed and practical insights into how tax exemptions, subsidies, and preferential contracting influence the adoption of green procurement among SMEs.
4.0.2 Presentation of Knowledge About Green Procurement
The findings reveal that 58% of SMEs surveyed have knowledge of green procurement, while 42% lack such awareness. This demonstrates that although a modest majority of SMEs possess some understanding of the concept, there remains a considerable proportion with limited exposure. Since knowledge serves as a prerequisite for adoption, the lack of awareness among a significant segment of SMEs could hinder the wider integration of sustainable procurement practices. This aligns with Amankwah-Amoah et al. (2021), who emphasize that information asymmetry and limited sensitization campaigns are key barriers to the uptake of environmentally sustainable practices among SMEs in developing economies. The result also reinforces the study’s objective of highlighting gaps in SME capacity and underscores the need for continuous education, advocacy, and policy-driven awareness programs to bridge the knowledge gap.
4.0.3 Presentation on Adoption of a Formal Green Procurement Policy
The results indicate that 25% of respondents reported having a formal green procurement policy, while 64% stated they did not, and 11% were uncertain. This reveals a significant gap between awareness levels (58%) and actual policy adoption (25%). The disparity underscores that knowledge of green procurement does not necessarily translate into formal implementation. Barriers such as cost implications, limited financial incentives, and inadequate technical support may hinder SMEs from institutionalizing such practices. Furthermore, the 11% of respondents who were uncertain points to potential weaknesses in internal communication and documentation, suggesting that even where policies exist, they may not be effectively communicated or embedded within organizational structures. These findings emphasize the need for supportive frameworks, capacity building, and incentives to bridge the gap between knowledge and practice.

List 1 : Regression Model showing the relationship between Tax Exemption, Subsidies and Preferential Contracting to Green Procurement Adoption.
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	Model
	B
	Error
	Beta
	T
	Sig.

	(Constant)
	0.2
	0.219
	
	0.915
	0.362

	Tax_Exemption
	0.521
	0.117
	0.462
	4.448
	<.001

	Subsidies
	0.238
	0.128
	0.232
	1.863
	0.065

	Preferential_Contracting
	0.181
	0.143
	0.173
	1.265
	0.209


                                                                                                    Field Work, August,2025

4.0 [bookmark: _TOC_250024]Analysis of The Relationships Between Independents and Dependent Variables

4.0.1 [bookmark: _TOC_250023]The Relationship Between Tax Exemption Green Procurement Adoption
The study found positive relationship between Tax Exemption and Green Procurement Adoption. The result froms the findings indicate at 0.001 level of significance which is below the 0.05 significance level. This means from the study, there is significant relationship between Tax Exemption and Green Procurement Adoption. The strong positive relationship between tax exemptions and green procurement Adoption (B = 0.521, p < .001) demonstrates the powerful financial incentive effect of fiscal policy instruments. Tax exemptions reduce the cost burden associated with environmentally sustainable purchasing decisions, making green alternatives more economically attractive to organisations. This coefficient indicates that each unit increase in tax exemption support translates to a substantial 0.521 increase in green procurement adoption. Malaysia's Green Income Tax Exemption programme exemplifies how governments use tax exemptions specifically to promote green procurement initiatives validating this empirical finding; the government of Malaysia in pursuit of influencing Green Procurement Adoption, offers income tax in exemptions for businesses registered under the MyHIJAU Directory. The statistical significance (p < .001) reinforces theoretical frameworks suggesting that removing financial barriers through tax exemptions creates immediate economic incentives for organizations to prioritize environmental considerations in their purchasing decisions, effectively aligning fiscal benefits with sustainability objectives (Thornton, 2022; Shi & Ge, 2025).
4.0.2 [bookmark: _TOC_250022]The Relationship Between Subsidies and Green Procurement
In relation to subsidies, the findings indicate a statistically significant positive relationship between the provision of subsidies and the adoption of green procurement practices. However, the relationship is not significant at 5% confidence interval. The significance level of 0.065 is greater than 0.05. The marginal significance of subsidies (B = 0.238, p = 0.065) reveals a more nuanced relationship with green procurement Adoption compared to tax exemptions. This weaker statistical trend aligns with empirical findings that subsidies have little effect on green innovation (Li & Li, 2022; Shen & Wang, 2024). The moderate coefficient suggests subsidies provide direct financial support for environmental procurement decisions, yet their effectiveness appears limited. Government subsidies positively impact corporate Research and Development investment behaviour, helping to alleviate market failures in technological innovation supporting the theoretical basis for the relationship (United State Environmental Protection Agency, 2025). However, Shen & Wang, (2024) found that government subsidies effectively stimulated non-green innovation but do not promote green innovation, potentially explaining the marginal significance observed. The Beta weight (0.232) indicates subsidies have approximately half the influence of tax exemptions, suggesting alternative fiscal mechanisms may be more effective for promoting green procurement adoption.
4.0.1 Relationship Between Preferential Contracting and Green Procurement Adoption
The findings reveal that preferential contracting (B = 0.181, p = 0.209) has a weak and statistically insignificant effect on adoption of green procurement Adoption. Although the relationship is positive, the lack of significance implies that preferential contracting does not reliably drive the adoption of green procurement Adoption in the sampled firms. This supports with earlier studies that emphasize how preferential policies often face implementation and enforcement gaps, reducing their effectiveness in promoting sustainability (Ameyaw et al., 2012; Opoku et al., 2019). Thai, (2017) established that in many developing economies, supplier capacity limitations and the prioritisation of cost over environmental standards undermine the impact of preferential contracting. Therefore, while preferential contracting has potential to foster inclusiveness and sustainability, its influence may remain minimal unless supported by stronger regulatory frameworks, supplier development programmes, and effective monitoring systems.
4.1 [bookmark: _TOC_250021]Model Summary
Table 1. Summary of Regression Model

	
Model	R
	
R Square
	Adjusted	R
Square
	Std. Error of the
Estimate
	
Durbin-Watson

	1
	.815a
	.664
	.653
	.80276
	1.663


Source, Field Work, August,2025

a. Predictors: (Constant), Pref_Contracting, Tax_Exemption, Subsidies
b. Dependent Variable: Green_Procurement

Green	Procurement=	B0+0.521Tax	Exemption+0.238Subsidies	+	0.181Preferential Contracting + Error

The regression model shows that tax exemption, subsidies, and preferential contracting collectively explain 65.3% of the variance in green procurement adoption (Adjusted R² = 0.653), indicating strong explanatory power. An R value of 0.815 suggests that firms who receives high tax exemptions, subsidies, and preferential contracting opportunities tend to have higher levels of green procurement Adoption as considered by Hair, et al,(2019) that in social science studies, R value above 0.70 is a strong indicator. However, this measure alone does not show which predictors are significant, it simply reflects the overall strength of association. Among the predictors, tax exemption (B = 0.521, p < 0.001) emerged as the most influential and statistically significant factor, suggesting that fiscal incentives strongly drive firms to adopt sustainable procurement. Subsidies (B = 0.238, p = 0.065) had a moderate but marginally significant effect, implying that while they encourage adoption, their impact may depend on the scale and consistency of financial support. Preferential contracting (B = 0.181, p = 0.209) was the weakest predictor, showing an insignificant relationship with green procurement. This aligns with evidence that enforcement gaps and supplier capacity limitations reduce the effectiveness of preferential policies (Ameyaw et al., 2012; Thai, 2017).
[bookmark: _TOC_250020]
Discussion 
The aim of this study was to assess the role of tax exemptions, subsidies, and preferential contracting policies in promoting green procurement among SMEs in the Accra Metropolitan Area. The discussion below integrates the empirical results with insights from the literature review, in line with the stated research objectives.
Objective 1: To examine the effect of tax exemptions on green procurement adoption
The results showed that tax exemptions had the strongest positive and significant effect (B = 0.521, p < 0.001) on green procurement adoption. This demonstrates that fiscal relief measures directly influence SMEs’ willingness to engage in sustainable practices by lowering the financial burden of environmentally friendly technologies. This finding is consistent with Porter & Linde (1995), who argue that well-designed environmental regulations, including fiscal incentives, can spur innovation and competitiveness. Similarly, OECD (2015), highlights that tax rebates encourage firms to overcome the high upfront costs of eco-friendly production inputs. The findings also support the Incentive Theory of Motivation propounded by Skinner, (1953), as financial relief provides extrinsic motivation for SMEs to adopt greener practices. Studies in developing countries reinforce this point; Brammer & Walker (2011) showed that tax incentives in South Africa accelerated green procurement adoption, while Zhu et al. (2013) , confirmed similar outcomes in Chinese SMEs.Thus, Objective 1 is fully met, as tax exemptions emerge as a decisive driver of green procurement, aligning with both theoretical expectations and empirical evidence.
Objective 2: To assess the effect of subsidies on green procurement adoption
Subsidies were found to have a positive but only marginally significant effect (B = 0.238, p = 0.065). While this suggests potential benefits, their impact appears weaker compared to tax exemptions. This result resonates with Li & Li (2022), who argue that subsidies often face design inefficiencies, sometimes stimulating overcapacity or non-green innovation. Similarly, Shen & Wang (2024) caution that without effective monitoring, subsidies may not achieve intended environmental outcomes. On the other hand, World Bank (2017) found that subsidies in Kenya’s renewable energy sector improved energy access but failed to guarantee long-term sustainability due to dependency. From Ghana’s perspective, Ameyaw et al. (2012) observed that subsidies for eco-friendly initiatives are irregular, inadequately targeted, and often fail to reach SMEs. This explains why SMEs in the current study viewed subsidies as less impactful. The finding partly supports Resource-Based View theory by Barney (1991), as subsidies can strengthen SMEs’ capabilities, but without scale and consistency, their effect remains limited. Therefore, Objective 2 is partially achieved, highlighting the need for subsidy reforms to enhance their impact on green procurement adoption.
[bookmark: _TOC_250019]Objective 3: To examine the effect of preferential contracting policies on green procurement adoption
The analysis revealed that preferential contracting had a positive but statistically insignificant effect (B = 0.181, p = 0.209). This suggests that although policies exist to favour environmentally responsible procurement, enforcement gaps and cost considerations reduce their effectiveness. This finding aligns with Thai (2017), who argued that developing countries often struggle to balance environmental considerations with affordability in public procurement. Similarly, Ameyaw et al. (2012) observed that Ghana’s procurement system prioritises cost efficiency over sustainability, undermining green procurement. Walker & Brammer (2009) also found that SMEs face challenges in meeting stringent requirements for preferential contracting, limiting participation. From a theoretical standpoint, Stakeholder Theory (Freeman (1984); Daft & Marcic (2006) ) suggests that government procurement should balance diverse stakeholder needs, yet in practice, SMEs often lack the technical capacity and financial resources to compete effectively. Preuss (2009), further noted that weak institutional capacity reduces the impact of preferential contracting in many African countries. Thus, based on the findings, Objective 3 is not achieved, as preferential contracting policies are currently ineffective in driving SME green procurement adoption. The results collectively support the Natural Resource-Based View, which posits that firms gain long-term advantage by embedding sustainability into their core operations (Hart S. , 1995). However, the evidence shows that SMEs in Ghana respond more strongly to direct fiscal incentives (tax exemptions) than to indirect measures (subsidies, preferential contracting). This highlights the critical role of policy design, enforcement, and institutional capacity, as echoed by (Arrowsmith (2010);Testa et al. (2016)). Without addressing these systemic barriers, green procurement among SMEs may remain limited despite the existence of policy frameworks.
























[bookmark: _TOC_250017]SUMMARY OF FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

[bookmark: _TOC_250016]This chapter presents a summary of the key findings, conclusions, and recommendations that emerged from the study on the role of tax exemptions, subsidies, and preferential contracting policies in promoting green procurement practices among Small and Medium Enterprises (SMEs) in the Accra Metropolitan Area of Ghana. The chapter provides a summary of the major findings and how they respond to the research objectives and questions. It draws conclusions that situate the findings within the broader discourse on sustainable procurement, fiscal incentives, and SME development and also offers policy recommendations.
5.0 [bookmark: _TOC_250015]Summary of Key Findings
The study revealed that among the three fiscal instruments examined including tax exemptions, subsidies, and preferential contracting policies. Tax exemptions had the strongest and most significant influence on SMEs’ adoption of green procurement practices in the Accra Metropolitan Area. The regression analysis confirmed that tax incentives create measurable cost advantages for SMEs, enabling them to invest in environmentally friendly products and processes. Subsidies were found to have only a marginal effect on green procurement. Although subsidies reduce the upfront cost of sustainable products and technologies, their limited scale, irregular application, and inadequate targeting undermine their overall impact on SME behavior. Preferential contracting policies, on the other hand, showed no statistically significant effect on green procurement adoption. This suggests that although such policies exist on paper, weak enforcement, low awareness among SMEs, and implementation gaps diminish their effectiveness in practice. The findings indicate that while fiscal incentives are critical tools for promoting sustainable procurement, their effectiveness depends on design, scale, and implementation. Among the instruments studied, tax exemptions emerged as the most reliable driver, with subsidies offering potential but requiring restructuring, and preferential contracting policies demanding stronger institutional enforcement to achieve intended outcomes.
5.1 Conclusion
This research examined how tax exemptions, subsidies, and preferential contracting policies influence green procurement adoption among SMEs in Accra Metropolitan Area. Considering that SMEs represent over 90% of all enterprises, provide employment for approximately 80% of the workforce, and generate nearly 60% of national GDP, their participation in sustainable procurement practices is crucial for achieving Ghana's overarching sustainability objectives. The analysis yielded major findings; tax exemptions constituted the most powerful and statistically significant predictor of green procurement adoption, demonstrating how fiscal incentives effectively mitigate financial barriers and incentivise SMEs toward environmentally sustainable procurement decisions. Moreover, Subsidies demonstrated a positive yet marginally significant relationship, suggesting meaningful potential that remains constrained by challenges including limited programme accessibility and inadequate funding levels. However, preferential contracting exhibited minimal and statistically insignificant impact, indicating that current enforcement frameworks and sustainability integration mechanisms within public procurement systems require substantial strengthening.
The policy instruments jointly accounted for 65.3% of the variance in green procurement adoption, demonstrating robust explanatory power with strong model fit. This substantiates the pivotal role of fiscal and regulatory mechanisms in influencing sustainable procurement behaviour among SMEs, while revealing significant disparities in policy effectiveness across different instrument types.
The findings establish tax exemptions as the most effective policy instrument for promoting green procurement adoption among Ghanaian SMEs. However, realizing the full potential of subsidies and preferential contracting requires comprehensive reforms encompassing policy architecture, implementation frameworks, and institutional capacity. Strengthening these policy dimensions is imperative for enabling SMEs to serve as catalysts in Ghana's transformation toward a sustainable and climate resilient economy. Future studies should adopt mixed-methods approaches to capture richer insights. Longitudinal research would also help assess the long-term effects of these interventions. Further investigation into institutional capabilities and the direct implications of climate change would provide a deeper understanding of the barriers and opportunities in green procurement, ultimately supporting more effective and resilient policy making.
5.2 [bookmark: _TOC_250013]Policy Recommendations
Based on the findings of this study, a comprehensive policy framework is recommended for policymakers, regulatory agencies, and SME stakeholders to enhance green procurement adoption. The recommendations are structured around these interconnected strategic areas that collectively address the identified policy gaps and leverage the demonstrated effectiveness of fiscal instruments.
5.2.1 [bookmark: _TOC_250012]Tax-Based Incentive Enhancement and Subsidy Programme Optimization
The study's findings establish tax exemptions as the most effective policy instrument, necessitating the expansion and simplification of tax exemption frameworks for SMEs adopting environmentally sustainable products, technologies, and services. Concurrently, subsidy programmes require fundamental redesign to achieve measurable impact through increased scale, coverage, and streamlined administrative processes. Enhanced information dissemination strategies should be implemented to improve SME awareness and accessibility of both tax incentives and subsidy opportunities. Periodic reviews of these fiscal incentive structures must be institutionalized to ensure continued alignment with evolving sustainability and climate policy objectives. Furthermore, public private partnerships should be encouraged to co-finance subsidy programmes, particularly targeting high impact sectors such as manufacturing, energy, and waste management, while minimizing bureaucratic barriers that currently constrain SME participation.
5.2.2 [bookmark: _TOC_250011]Preferential Contracting Reform and Capacity Development Integration
Given the statistically insignificant impact of preferential contracting mechanisms, comprehensive reforms are essential to strengthen monitoring, enforcement, and accountability systems that ensure transparency in contract awards. Preferential treatment must be explicitly linked to verified environmental compliance standards, supported by robust governance frameworks that eliminate current implementation gaps. Simultaneously, targeted capacity building initiatives should be integrated into the preferential contracting system to equip SMEs with requisite competencies for effective participation in sustainable public procurement processes. These capacity development programmes should be delivered through collaborative partnerships with industry associations and academic institutions, focusing on sustainable supply chain management, environmental certification, and competitive positioning for green procurement opportunities.
5.2.3 [bookmark: _TOC_250010]Awareness Promotion and Innovation Ecosystem Development
A coordinated approach to awareness promotion and capacity building is critical for maximizing policy effectiveness. Comprehensive sensitisation campaigns should educate SMEs on the economic and environmental benefits of green procurement practices, while facilitating innovation-driven partnerships between SMEs, universities, and development organisations to accelerate green technology advancement. These initiatives should be designed to create sustainable learning platforms that promote continuous knowledge transfer and practice enhancement across the SME sector, thereby building the foundational capacity necessary for successful policy implementation.
5.0.1 [bookmark: _TOC_250009]Comprehensive Monitoring, Evaluation, and Feedback Systems
The establishment of integrated national monitoring frameworks is essential for tracking the effectiveness of tax exemptions, subsidies, and preferential contracting on green procurement outcomes. These systems must incorporate participatory feedback mechanisms that capture SME experiences, implementation challenges, and policy improvement recommendations. Regular policy performance reports should be published to ensure transparency, accountability, and evidence-based refinement of green procurement initiatives. This monitoring architecture should facilitate adaptive policy management that responds to emerging challenges and opportunities in the green procurement landscape.
5.0 [bookmark: _TOC_250008]Strategic Implementation Implications
The systematic implementation of this integrated policy framework would position the Government of Ghana and its development partners to optimize SME sector contributions toward national sustainability objectives. A harmonious approach of combining robust fiscal incentives, strategically designed subsidies, reformed preferential contracting mechanisms, enhanced capacity development, and comprehensive monitoring systems possesses significant potential to accelerate green procurement adoption, strengthen climate resilience, generate sustainable employment opportunities, and promote inclusive economic development. This coordinated policy intervention represents a critical pathway for leveraging the SME sector's economic dominance comprising over 90% of enterprises and contributing nearly 60% to national GDP as a catalyst for Ghana's transition toward a green and resilient economy. The evidence-based nature of these recommendations, grounded in empirical findings that explain 65.3% of green procurement adoption variance, provides a solid foundation for policy implementation and expected outcomes achievement.
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