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PREFACE 

 

This research project is submitted in partial fulfilment of the requirements for the 

Bachelor of Business Administration (Hons) in Banking and Finance at Universiti 

Tunku Abdul Rahman (UTAR). The title of this study is "Determinants of Green 

Financing Adoption Among Small and Medium-Sized Enterprises (SMEs) in 

Malaysia." 

The purpose of this study is to examine the key factors that influence the adoption of 

green financing among SMEs in Malaysia. The independent variables include 

government support, financing information, technology, environmental commitment, 

corporate governance, production, and company size. The dependent variable is SME 

green financing adoption. This topic was chosen due to the increasing importance of 

sustainable finance and the significant role SMEs play in the country’s economic and 

environmental development. 

Through this project, we gained a deeper understanding of green financing and its 

relevance to small and medium-sized enterprises in Malaysia. 
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ABSTRACT 

 

Small and medium-sized enterprises (SMEs) play an important role in Malaysia's 

economic development, but their use of green financing remains restricted, despite 

rising awareness of climate change and sustainability. Previous research has mostly 

focused on the impediments to green finance adoption, but there is little understanding 

of the factors influencing SMEs' financing decisions. As a result, the purpose of this 

research is to look at the factors that influence Malaysian SMEs' adoption of green 

finance. The independent factors are government support, financing information, 

technology, environmental commitment, corporate governance, production, and 

company size. Primary data were gathered using an online questionnaire distributed to 

413 SME financial decision-makers in Malaysia. The data were analysed using 

descriptive statistics, reliability and multicollinearity tests, and logistic regression with 

the Likelihood Ratio Test and Wald Test. The findings reveal that financing 

information, environmental commitment, and company size all have a substantial 

impact on SMEs' adoption of green financing, however government support, 

technology, corporate governance, and production do not. These findings emphasize 

the need of excellent financial communication and strong environmental values in 

guiding SMEs toward sustainable financing practices. This paper provides significant 

insights for policymakers, financial institutions, SMEs and academics by outlining 

measures for increasing green finance adoption and supporting Malaysia's transition to 

a low-carbon economy. 

 

 

Keywords: small and medium-sized enterprises (SMEs); green financing; sustainability; 

financing adoption; Malaysia  

 

Subject Area: HG1641 – 1643   Bank loans. Bank credit. Commercial loans
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CHAPTER 1: RESEARCH OVERVIEW 

 

 

1.1 Introduction 

 

The first chapter of this research presents a foundational overview of the project, 

focusing on the examination of green finance and small and medium-sized enterprises 

(SMEs). The document comprises multiple sections intended to clarify the research 

background, identify relevant concerns, and define research objectives and questions. 

Furthermore, the chapter explores the importance of the research and emphasizes the 

benefits and its implications. Finally, a chapter layout and summary are included at the 

conclusion of the chapter. 

 

 

1.2 Research Background 

 

 

1.2.1 Green Financing 

 

The concept of "green financing" includes a range of financial tools and strategies 

aimed at promoting environmentally sustainable projects. These may encompass 

financial instruments such as green loans, bonds, grants, or venture capital (Adegbite 

& Nakpodia, 2020, as cited in Enejo & Ojabo, 2023). Besides that, green financing 

refers to the allocation of funds to projects and activities that provide environmental 

advantages. The financing can be sourced from several entities, including 
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governmental agencies, financial institutions, and venture capital firms (Sinha et al., 

2021). 

 

The primary goal of green financing is to foster the growth of the green economy 

through the funding of programs focused on lowering carbon dioxide (CO2) emissions, 

enhancing energy efficiency, and promoting the adoption of renewable energy sources 

(Onubi et al., 2020, as cited in Raji, 2024). The United Nations Environment Program 

(UNEP) recently released a report that said green finance is never more essential for 

achieving the Sustainable Development Goals (SDG)s and putting the 2030 Agenda 

into action. This is especially true for Goals that deal with climate change, sustainable 

energy use, and creating sustainable urban environments. The ramifications of global 

warming intensify concerns about sustainable management (Raji, 2024). 

 

Green financing is gaining prominence in contemporary discourse as society attempts 

to achieve an environmentally friendly future, therefore it is very important (Sun et al., 

2023). According to Rasoulinezhad & Taghizadeh-Hesary (2022), the advancement of 

green financing can significantly enhance the growth of green energy initiatives. In this 

study, Tolliver et al. (2020) indicated that the use of green bonds as an instrument for 

green financing can help to reduce the risk of investment, raise the return on investment, 

and encourage investors from all over the world to undertake renewable energy 

initiatives. Furthermore, Zhang and Wang (2019) and Polzin and Sanders (2020) found 

that green financing might draw in individual investors and create state-private sector 

synergy to assist nations build sustainable renewable energy. The research conducted 

by Sarangi (2018) on various elements of green energy finance in India revealed that 

the expansion of the green energy financing market increases the quality of green 

projects, which ultimately results in a greater substantial contribution of green energy 

to India's overall energy basket. 
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In the research of Raji (2024), the author said that green finance is a crucial instrument 

for addressing environmental issues, as it aims to invest in technologies and initiatives 

that alleviate environmental deterioration and preserve natural resources. Green bonds 

play a crucial role in financing initiatives such as wind energy, solar energy, and 

sustainable agriculture. These financial tools are not just promoting innovation but also 

contribute to reducing the ecological impact of certain sectors. In addition, Wen et al. 

(2021) found that green financing offers benefits for long-term development. It may 

readily compensate for deficiencies in public services amid congestion and attain 

superior economic growth (Muganyi et al., 2021). Besides that, Sun et al. (2023) also 

indicated that actively support renewable energy initiatives and the transition towards 

sustainable energy sources can help to minimize the nation's carbon footprint. 

 

Nowadays, people are becoming more cognizant of the financial repercussions that 

might result from ignoring environmental issues as sustainable economies become 

more prominent across the world (Shobande and Enemona, 2021, as cited in Raji, 2024). 

Investors and lending institutions recognize that companies that do not employ 

sustainable practices might face the risk of sanctions, reputational damage, and 

exclusion from markets (Raji, 2024). Furthermore, fossil fuels are not considered 

“green”. According to Sachs et al. (2019), the temperature of the earth is predicted to 

increase by 4-6 degrees Celsius beyond its prehistoric level if the present trend of 

consumption of fossil fuels persists. The rise in temperature would have devastating 

consequences to produce food, health of humans, and biological diversity; in fact, in 

numerous regions, it jeopardizes even the survival of societies. The researchers also 

indicated that developing Asia depends significantly on coal for electricity production. 

This presents considerable issues for the environment at the local as well as global 

levels because it generates substantial greenhouse gas emissions and pollutants upon 

combustion. In conclusion, it is essential for nations to encourage green financing since 

if this is not done, it will have a significant influence on the environment in the long 

term. 
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         Source: World Bank Development Indicators 

Figure 1.1 illustrates the renewable energy consumption in East Asia and Pacific for 

the year 2021. In general, a higher use of renewable energy is better since it results in 

a decreased dependence on fossil fuels, a reduction in carbon emissions, and a greener 

energy future. Bhutan has consumed the highest renewable energy among the other 

countries.  

 

 

Source: World Bank’s World Development as cited in Sachs et al. (2019) 
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Figure 1.2 shows that in 2013, Asian developing countries got 66% of their electricity 

from coal sources, while non-Asian developing countries got only 14% and 

Organisation for Economic Co-operation and Development (OECD) countries got 32%. 

  

  

Source: Global Green Finance Index 12 (Wardle et al., 2023). 

Figure 1.3 shows the contribution of the dimensions to the overall rating for the top 40 

centres in the Global Green Finance Index (GFFI). According to Wardle et al. (2023), 

financial centres concentrating on green finance must possess excellent quality and 

depth within their green markets to achieve success. Consequently, it is imperative for 

each nation to intensify its commitment to green financing. 

 

 

1.2.2 Green Financing and SMEs 
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Over the course of the last several years, the importance of sustainability has grown 

dramatically more apparent throughout the economic landscapes of the whole world 

(Ogunyele, 2021, as cited in Enejo & Ojabo, 2023). In the study of Bharati and Patra 

(2022), the authors indicated that a green economy could revolutionize the operational 

dynamics of the Indian economy. It is the one factor that may facilitate the sustained 

growth of the nation. Green financing is essential for transitioning to a green economy. 

SMEs must implement Green Finance Initiatives (GFIs) to render their operations 

environmentally sustainable. Furthermore, Raji (2024) also stated that green finance 

has become a crucial component of sustainable development, particularly in growing 

markets like Nigeria and other African nations, where SMEs play a significant role in 

the economy. 

 

The relationship between green financing and SMEs is significant, as green financing 

supplies the essential capital for SMEs to implement sustainable practices. SMEs are 

essential in fostering economic development, generating employment opportunities, 

and promoting innovation (Garg & Bansal, 2018 as cited in Enejo & Ojabo, 2023). 

Nonetheless, numerous individuals encounter financial limitations when attempting to 

adopt sustainable practices. Green financing could address this gap by providing 

customized financial solutions that assist SMEs in moving towards sustainable 

operations. Besides that, green financing also presents a strategic framework for 

harmonising economic development with environmental stewardship, providing SMEs 

with an avenue to embrace sustainable practices (World Bank, 2019, as cited in Enejo 

& Ojabo, 2023). 

 

According to Wang (2024), green financing offers SMEs essential financial assistance 

to surmount the substantial costs associated with creating innovative technologies and 

executing green initiatives. SMEs may more readily invest in energy efficiency, 

emissions reduction, and sustainable development initiatives through the process of 

acquisition of green loans, investments, or subsidies, which in turn help to mitigate the 
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business risk and expenses. Additionally, SMEs can improve their reputations and 

market performance by implementing environmentally conscious practices and 

projects. This is because investors and customers are becoming more concerned about 

a company’s ecological duty and sustainability. Consequently, SMEs may establish 

their green credentials, draw in greater consumers and collaborators by using green 

financing. 

 

In the study of Raji (2024), The U.S. Small Business Administration reports that small 

businesses make up 99.9% of the nation's businesses and provide 1.5 million 

employments yearly (Chikwelu et al., 2018). These industries tend to be more agile and 

have stronger contacts with consumers and suppliers, making SMEs more suited to 

implement sustainable practices than large companies. Wang (2024) also indicated that 

SMEs can enhance productivity, minimize resource usage and environmental effect 

through the development and integration of innovative green technologies, thereby 

maintaining a competitive edge in a challenging market landscape. Moreover, the 

importance of SMEs on sustainability extends beyond production to include consumer 

impact. SMEs could initiate ripple effects that inspire consumers to emulate similar 

practices when they incorporate sustainability into their business models (Chege & 

Wang, 2019, as cited in Raji, 2024). 

 

Environmental and sustainability are being mandated by a growing number of laws and 

regulations throughout the world. SMEs are better able to respond to these legislative 

shifts, meet their social and environmental obligations, and protect themselves from 

possible lawsuits and bankruptcies with the support of green financing (Wang, 2024). 

Besides, green financing may assist SMEs in obtaining green energy goods, such as 

solar energy and effective technologies, to reduce greenhouse gas emissions and 

expenses (Raimi et al., 2021, as cited in Raji, 2024). SMEs can also effectively mitigate 

the effects of climate change and its detrimental impacts on the environment by 

investing in waste reduction projects, implementing water conservation programs, and 

generating renewable energy (Raji, 2024). In summary, green financing is crucial for 
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SMEs because it allows them to incorporate sustainable practices while still being 

financially stable and competitive. 

 

According to ICC (2024), SMEs are central to our economies and societies, 

significantly contributing to the attainment of global climate objectives. They account 

for more than 90% of businesses and contribute to 50% of global greenhouse gas 

emissions. SMEs are becoming aware of the significance of climate action; however, 

the obstacles that prevent them from taking effective action are also growing. A prompt 

response is required to address this expanding disparity. The findings show that 

approximately $30.3 trillion is presently allocated to sustainable assets worldwide, with 

$789 billion specifically recognized to be the green finance chance for SMEs. The 

results also reveal that 73% of both public and private financial institutions currently 

provide green finance options for SMEs, yet merely 2.8% of SMEs have applied for 

this funding in the last three years. 

 

Furthermore, the data also indicated a "virtuous circle" among sustainability reporting, 

sustainable financing, and climate action. SMEs that disclose their effect are more 

likely to get financing for sustainability initiatives, hence facilitating more progress 

towards net-zero emissions. 

 

Source: International Chamber of Commerce (2024) 

Figure 1.4.  
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Sustainability reporting: SMEs assess and record their environmental effects, acquiring 

understanding of their operations, carbon emissions, and opportunities for reducing 

emissions. 

Sustainable finance: Enhanced reporting boosts the credibility of SMEs among 

investors and lenders, thereby expanding their availability of green financing 

opportunities. 

Climate action: A better pathway to finance enables SMEs to adopt more significant 

sustainable practices, including investments in energy-efficient machinery and the 

development of low-carbon goods and services. 

 

 

1.2.3 Green Financing in Malaysia  

 

SMEs in Malaysia are defined by two primary criteria, which include sales turnover 

and the number of full-time employees (SME Corp, 2020). An enterprise will be 

classified as an SME if it satisfies either one of the two mentioned qualifying 

requirements, whichever is lower (SME Association of Malaysia, 2020). In the 

manufacturing sector, SMEs are defined as businesses with a sales turnover of not more 

than RM50 million or a workforce of not more than 200 full-time employees. On the 

other hand, for the service and other sectors, SMEs are classified as firms with sales 

turnover not more than RM20 million or number of full-time employees not more than 

75 (SME Corp, 2020). 

 

As Malaysia transitions to a greener economy, green finance is crucial to its 

sustainability efforts, as stated by Afroz et al. (2021). Malaysia's biggest challenge in 

adopting green growth is raising funds for green initiatives, particularly in renewable 

energy. Green finance is limited in spite of the Renewable Energy Act of 2011, the 

Green Technology Financing Scheme (GTFS), and other tax benefits. Solar energy 
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makes up 67% of Malaysia's renewable energy capacity; however, the industry still 

struggles financially (Afroz et al., 2021). Besides, the main reason is that renewable 

energy solutions cost more and yield less than fossil fuel-based electricity. The 

government proposes green procurement laws and revolving funding to address these 

issues. The GTFS, which provides up to RM 100 million for green technology 

enterprises and RM 10 million for consumers, has paved the way for green technology 

adoption in Malaysia. The country still struggles with investor confidence, green 

venture finance competence, and municipal backing for green entrepreneurship.  

 

Moreover, the Sustainable Green Biz Financing (SGBF) program was launched by 

Malaysian Industrial Development Finance Berhad (MIDF) to help firms embrace 

green technologies and improve energy efficiency. It offers financing ranging from RM 

100,000 to RM 10 million, with appealing features such as low annual interest rates of 

2% for SMEs, coverage of up to 100% of project expenditures, and repayment terms 

of 25 years (Ministry of Finance Malaysia, 2025; MIDF, 2025). This government-

backed project encourages firms to invest in sustainable practices, boosting 

competitiveness while fulfilling Malaysia's climate pledges and the SDGs (Ministry of 

Finance Malaysia, 2025; MIDF, 2025). 

 

According to Capital Markets Malaysia (n.d.), Sustainable and Responsible Investment 

(SRI) sukuk in Malaysia has helped to increase attention on sustainable development. 

Issuances increased to RM27.61 billion in 2023, from RM10.58 billion in 2022. The 

total value of sukuk issued through the SRI Sukuk Framework has reached RM18.92 

billion, with RM25.27 billion meeting the Association of Southeast Asian Nations’ 

(ASEAN) Green, Social, and Sustainability Standards. The Securities Commission 

Malaysia encourages this expansion with the SRI Sukuk and Bond Grant Scheme, 

which pays 90% of external review expenditures, and tax breaks are available to 

qualifying issuers until 2025. The SRI-Linked Sukuk Framework, set to start in 2022, 

will provide even more options for financing sustainability initiatives. Furthermore, 

green financing in Malaysia is quickly developing, particularly through green sukuk 
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issuances by UiTM Solar Power Sdn. Bhd. (USPSB). According to Muhamat et al. 

(2024), USPSB issued green sukuk to fund solar power projects that meet Malaysia's 

2025 renewable energy target of 20%. This strategy capitalised on rising demand for 

sustainable investments and was aided by the Malaysian government's large-scale solar 

programs, such as the Large-Scale Solar (LSS) initiative. The USPSB's 

accomplishment in getting contracts for 50-MW solar projects demonstrates the 

advancements in green financing. Green sukuk issuances are expected to increase with 

continued government support through initiatives such as the GTFS, especially as more 

institutions, including universities, invest in green initiatives, reinforcing Malaysia's 

role in regional green finance (Capital Markets Malaysia, n.d.; Muhamat et al., 2024). 

 

Furthermore, Domestic Investment Accelerator Fund (DIAF) is a matching grant 

introduced to support Malaysian-owned SMEs and Mid-Tier Companies (MTCs) in 

adopting environmentally sustainable practices. According to the Malaysian 

Investment Development Authority (2024), the grant assists companies in the 

manufacturing and selected services sectors by funding Environment, Social and 

Governance (ESG) related activities such as validation, certification, disclosures, and 

the adoption of systems for tracking environmental data. Depending on the project, the 

grant is offered on a 50:50 or 70:30 matching basis, with a maximum reimbursable 

amount of RM500,000 per company, subject to fund availability (MIDA, 2024). This 

initiative aims to help local businesses stay competitive in the global supply chain, 

participate in sustainable investment ecosystems, and improve their access to ESG-

focused funding from financial institutions and investors. 

 

Finally, as businesses from numerous industries implement green banking methods, 

green finance is becoming more relevant in Malaysia. A survey of 200 industry 

professionals found that 70% of organisations consider green banking when investing 

(Pek et al., 2019). Many companies are seeking green loans, with 40% hoping to do so 

soon, yet despite this information, only three have sought green finance (Pek et al., 

2019). Green loans are underutilized due to lengthy application processes, low 
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awareness of available goods, and businesses' self-sufficiency in funding green projects. 

Experts suggest that banks improve the green loan application process, reduce 

documentation, and increase marketing to businesses about green finance. Banks, 

industry, and the government must work together to promote sustainable initiatives and 

green loans. Moreover, green banking and lending will expand as businesses recognise 

the long-term financial and environmental advantages of green practices, which benefit 

both the environment and the Malaysian economy.  

 

 

1.3 Problem Statement 

 

Climate change is referred to as a prolonged alteration of average weather patterns that 

define climates on local, regional, and global scales. Human activities, particularly 

fossil fuel consumption, release greenhouse gases into the atmosphere, trapping heat 

and causing a gradual increase in Earth's surface temperature (NASA Science, 2024). 

In response, the United Nations introduced 17 SDGs to promote global sustainability. 

The United Nations Brundtland Commission defines sustainability as “Meeting the 

needs of the present without compromising the ability of future generations to meet 

their own needs.” (United Nations, n.d.). The Malaysian government, as a member of 

the United Nations, embraced the principle by promoting ESG practices into the 

business landscape. ESG reporting has been mandated for listed companies to enhance 

transparency and accountability since 2016 (Elite Asia Marketing, 2024). 

 

ESG serves as a valuable framework for stakeholders such as investors, customers and 

the public to evaluate how an organisation manages sustainability-related risks while 

seizing growth opportunities (Peterdy, 2023). The growing interest in ESG has 

extended to SMEs as companies that actively reduce their environmental footprint, 

foster positive relationships with stakeholders, adopt sustainable governance practices, 

and ESG-compliant increasingly emerge as the preferred choice for stakeholders (Elite 
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Asia Marketing, 2024; MIDA, 2023). Thus, engagement of SMEs in climate change 

spikes. SMEs, which make up 90% of enterprises worldwide, are the foundation of the 

economy and play a major role in job creation and economic expansion. In 2024, 72% 

of SMEs believe they can contribute to combating climate change, and 86% consider 

sustainability essential to their operations. However, SMEs face significant challenges 

in implementing sustainable practices, primarily due to limited access to financing 

(CIMB, 2023; MIDA, 2023). Expanding SMEs’ access to green finance provides 

financial support and enables them to adopt more sustainable practices. For example, 

green financing such as green bonds, sustainability-linked loans, green loans, and 

specialised credit lines for renewable energy projects or energy-efficient equipment. 

These products are especially appealing to SMEs who want to invest in sustainability 

since they often provide favourable terms, like reduced interest rates or more flexible 

repayment plans (Caroline, 2024).  

 

Malaysia government has introduced GFTS, subsidised loans offered through all banks. 

This green financing option is targeted at companies from six sectors (i.e. Energy, 

Water, Building, Transport, Waste and Manufacturing sectors) to encourage 

sustainable technology adoption (MyGreenlight, n.d.). Additionally, green incentives 

such as Green Investment Tax Allowance (GITA), which support companies that 

acquire or implement qualifying green technology assets or projects, and Green Income 

Tax Exemption (GITE) for green technology service providers (MGTC, n.d.). 

Nevertheless, SME awareness of these initiatives remains low, and many businesses 

are uncertain about their eligibility, which limits adoption. Furthermore, bureaucratic 

challenges, unclear application processes, and the absence of capacity-building 

programs further hinder participation. The government must actively engage SME 

owners to understand their challenges and refine green financing initiatives accordingly 

to improve accessibility. 

 

Recognizing the rising demand for sustainable financing, commercial banks have 

introduced various initiatives. Namely, RHB Bank launched the Sustainable Financing 
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Program (SFP), which includes awareness campaigns, advisory services, and tailored 

financial products, while Maybank finances green building projects, electric vehicles, 

and innovative green technologies (Yap, 2023). Despite these efforts, many SME 

owners remain unaware of the available financing options, and it is unclear whether 

bankers interacting with SME owners possess the expertise to comprehensively and 

accurately communicate this information. Furthermore, complex application processes 

may discourage SME owners from adopting sustainable practices. Streamlining these 

processes could play a pivotal role in enhancing SMEs' willingness to invest in 

sustainability and contribute to addressing climate change. 

 

The transition to a greener economy also requires integrating financial technology 

(fintech) and sustainability (The Star, 2024a). The application of artificial intelligence 

(AI) in sustainability is anticipated to expand significantly, particularly in optimizing 

ESG data management, resource allocation, and energy efficiency. However, SMEs 

often struggle with limited technological literacy, low trust in digital platforms, and 

difficulties incorporating fintech tools into their operations. Despite the transformative 

potential of fintech and AI to revolutionize sustainability to simplify reporting and 

improve resource management, these barriers prevent SMEs from fully leveraging 

digital solutions. Overcoming these technological challenges is essential for 

empowering SMEs to access green financing and supporting their sustainability efforts. 

 

Companies often claim environmental commitment to attract conscious consumers, as 

demand for environmentally friendly products increases. However, it remains uncertain 

whether these companies are genuinely dedicated to addressing climate change, or 

engaging in greenwashing, misleading practices that create a false impression of 

environmental responsibility (The Star, 2024b). Greenwashing undermines trust and 

transparency, making it difficult for genuinely sustainable SMEs to differentiate 

themselves. Since continuous sustainability improvements require substantial financial 

resources, ensuring SME access to green financing is essential in enabling long-term 

commitment to environmental goals. 
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Sustainability is set to emerge as a significant trend in many nations worldwide, with 

many industries becoming increasingly conscious of the pace and magnitude of 

environmental harm brought on by economic activity. It is now a major worldwide 

force behind change and transformation, influencing almost every aspect of society and 

economic activity, from economic growth to the protection of vulnerable populations, 

from production and consumption to governance and employee culture. Thus, it is 

crucial to reveal sustainability practices early on in a company’s development to ensure 

that it is ready and able to continue operating in a difficult economic climate, 

particularly when it enters the capital market. The Chairman of the Malaysian Institute 

of Corporate Governance (MICG) stressed the importance of applying ESG and good 

governance to all businesses, including SMEs, regardless of their size or market 

capitalisation, considering the difficult economic climate that all businesses are 

currently facing (Shari et al., 2024). SMEs with a stronger corporate governance 

framework are likely to adopt green financing incorporated into sustainable strategic 

planning. 

 

In recent years, there has been a notable shift in corporate practices around the world 

towards sustainability. An increasing number of organisations are realising how 

important it is to balance economic growth with environmental responsibility. This 

change is driven by several factors, including growing consumer awareness of 

environmental issues, shifting consumer preferences, evolving regulatory frameworks, 

customer demands, and competitive pressures. However, the unique characteristics of 

SMEs, such as limited resources and operational scale, may present particular 

challenges when it comes to implementing innovative techniques. Green production 

practices are broad category of methods intended to lessen the environmental damage 

that manufacturing processes create. These could include using sustainable materials, 

implementing waste reduction plans, integrating energy-efficient technologies, and 

carrying out ecologically friendly production methods (Krishnan et al., 2024). 

Customers are demanding more sustainable products and procedures in an attempt to 
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increase awareness of environmental issues. Green production techniques may benefit 

the environment, but they can also be challenging for SMEs with little funding because 

of perceived complexity and opposition. Because of the significant financial outlays 

required and the potential disruption to regular production processes, environmentally 

friendly practice trial runs may be judged unfeasible. SMEs can adopt green financing 

to implement their production change and move to more environmental methods.  

 

SMEs can be green performers, meaning they aim to maximise their operational 

efficiency. This is accomplished by increasing business competitiveness through 

resource efficiency and environmentally responsible methods. SMEs may have fewer 

financial resources and less expertise to achieve sustainable practices in their business. 

An SME’s capacity to successfully execute sustainability measures is influenced by the 

size of its operations. Financial institutions’ strategies to help SMEs go green must also 

be mainstreamed in order to ensure a fair and orderly economic transition where 

companies of all sizes prosper and help create a more sustainable and long-term 

corporate future. SMEs should use the toolkits and solutions offered by the financial 

sector to execute green projects and sustainable practices (Bank Negara Malaysia, 

2024). 

 

 

1.4 Research Objective 

 

 

1.4.1 General Objective 

 

The general objective of this research is to examine the factors affecting the adoption 

of green financing among SMEs in Malaysia. 
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1.4.2 Specific Objectives 

 

The following specific objectives are established in order to achieve the general 

objective. 

i. To investigate the effect of government support on green financing adoption 

by SMEs in Malaysia. 

ii. To assess the effect of financing information on green financing adoption by 

SMEs in Malaysia. 

iii. To ascertain the effect of technology on green financing adoption by SMEs 

in Malaysia. 

iv. To examine the effect of environmental commitment on green financing 

adoption by SMEs in Malaysia. 

v. To investigate the effect of corporate governance on green financing adoption 

by SMEs in Malaysia. 

vi. To examine the effect of production on green financing adoption by SMEs 

in Malaysia. 

vii. To ascertain the effect of company size on green financing adoption by 

SMEs in Malaysia. 

 

 

1.5 Research Questions 

 

The following research questions have been developed to further the discussion on the 

topic.  
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i. Does government support affect the adoption of green financing by SMEs in 

Malaysia? 

ii. Does financing information affect the adoption of green financing by SMEs 

in Malaysia? 

iii. Does technology affect the adoption of green financing by SMEs in 

Malaysia? 

iv. Does environmental commitment affect the adoption of green financing by 

SMEs in Malaysia? 

v. Does corporate governance affect the adoption of green financing by SMEs 

in Malaysia? 

vi. Does production affect the adoption of green financing by SMEs in Malaysia? 

vii. Does company size affect the adoption of green financing by SMEs in 

Malaysia? 

 

 

1.6 Significance of Study 

 

This research examines the factors influencing the adoption of green financing among 

SMEs in Malaysia. Investigating factors such as government support, financing 

information, technology, environmental commitment, corporate governance, company 

size, and production enables researchers to understand the determinants of green 

finance in small and medium enterprises. Analysing the interplay among these factors 

can establish a basis for subsequent research on the determinants of green financing 

adoption in SMEs. 

 

The findings of this study apply to several industries, particularly SMEs. For instance, 

numerous sectors in Malaysia might utilise this study to gain knowledge about the 
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determinants influencing their implementation of green finance. Consequently, SMEs 

can have a clearer comprehension of the challenges they will face in implementing 

green finance, allowing them to more effectively tackle these concerns. When SMEs 

possess a comprehensive understanding of green financing and the challenges they may 

face, they can enhance their competitive advantages relative to large firms. 

 

This study is also advantageous to the financial sector and government. The surge in 

environmental consciousness has led both SMEs as well as large corporations to 

incorporate sustainability into their operations, establishing it as a standard practice. 

The banking sector or government can enhance policies based on these factors to better 

fulfil the needs of SMEs to more readily get green finance, as SMEs will have 

significant challenges in this area. 

 

Finally, this research assists academics in gaining a more comprehensive 

comprehension of the determinants of the adoption of green financing among SMEs in 

Malaysia. They can acquire knowledge and generate fresh investigation ideas. 

 

 

1.7 Chapter Layout 

 

This research is structured into five (5) chapters. Chapter 1 introduces the research topic, 

providing an overview of green financing and the Malaysian SMEs environment. It 

outlines the research objectives and highlights the significance of the study. Chapter 2 

presents a review of relevant literature, discussing previous studies related to the 

variables under investigation. It also introduces the theoretical framework that supports 

the research. Chapter 3 explains the research methodology employed in the study. It 

details the research design, data collection procedures, sampling techniques, and 

measurement methods used. Chapter 4 analyse the collected data, examining the impact 
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of the independent variables on the dependent variable. It includes statistical analyses 

and interprets the results. Chapter 5 discusses the key findings of the study in relation 

to the research objectives and literature reviewed. It concludes the research and 

provides recommendations for future studies. 

 

 

1.8 Summary 

 

In conclusion, green financing supports corporations, businesses, and governments in 

transitioning to sustainable practices. This research finds a strong link between green 

financing and SMEs, as it provides resources to implement eco-friendly practices and 

increase competitive advantage. As key drivers of Malaysia’s economy, SMEs play a 

vital role in adopting this sustainable finance. Furthermore, this research provides 

valuable guidance for SMEs, governments, financial institutions, and academia with an 

interest in gaining more insights about this topic. This research identifies the main 

issues and reasons to influence SMEs to adopt green financing based on seven key 

factors, which will be presented in the following chapters.  
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CHAPTER 2: LITERATURE REVIEW 

 

 

2.1 Introduction 

 

The first section of Chapter Two is a comprehensive review of the literature on the 

dependent variable, which is Small and Medium Sized Enterprise (SME) green 

financing adoption. Secondly, the relationship between the dependent variable and the 

independent variables, which are government support, financing information, 

technology, environmental commitment, corporate governance, production, and 

company size, will be explained. The third part identifies the research gap as 

highlighted in the literature review. The following is a discussion on the theoretical 

review. Subsequently, the proposed theoretical framework is described. Then, the 

following section focuses on hypothesis development to forecast the relationships. 

Lastly, a summary is provided at the end of the chapter. 

 

 

2.2 Review of the Literature 

 

 

2.2.1 SME Green Financing Adoption 

 

According to Kariuki (2023), green financing refers to the financial investments that 

are being made into environmentally friendly goods, sustainable development projects 

and initiatives, and policies that stimulate the creation of an economy that is more 
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sustainable. The research objective in this study was to evaluate how and the extent to 

which SMEs in Nairobi, Kenya, have implemented green financing. Furthermore, this 

study also identified the determinants that affect the adoption of green financing among 

SMEs within the manufacturing sector in Nairobi, Kenya. The study variables are 

organisational characteristics, technology, government support, and financing 

information. To investigate the relationship between the green financing adoption and 

its determinants, the researcher administered a questionnaire survey to 134 SMEs; 

however, only 117 respondents completed. The findings indicate that organisational 

characteristics do not greatly influence the adoption of green finance, since enterprises 

lacking profitability have challenges in acquiring such funding. Banks also consider 

the company’s size when deciding whether to offer SMEs green financing options. On 

the contrary, the findings state that the use of superior technology by SMEs might 

facilitate a greater adoption of green practices. The respondents reveal that their 

companies use ecologically sustainable technologies in their operations, and the 

technology they adopt also aligns with that of green financiers. Additionally, it proves 

that enhanced government support will result in improved adoption of green financing. 

This is because the cooperative efforts of the government and international lenders have 

a chance to increase the accessibility of green finance. The findings also demonstrate 

that there is a substantial relationship between financing information and SME green 

financing adoption because there is a significant number of respondents who have 

already participated in green financing training programs, it would be potentially 

increased the adoption. 

 

Research that was carried out by Kumar et al. (2022) focused on studying the barriers 

faced by SMEs in adopting green financing, as well as the difficulties faced by financial 

institutions when attempting to provide green financing to SMEs in Pakistan. The 

researchers conducted interviews with over 20 individuals, including SME business 

owners, government agencies, and banking personnel, in order to investigate green 

banking, SME financing, and the challenges on both demand and supply affecting 

environmentally friendly manufacturing in the leather and textile industries. They 

mentioned that textile and leather processing activities use significant water resources 
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and substantially contribute to noise, air, and water pollution, carbon dioxide emissions, 

and industrial debris that negatively impacts the environment. The operations within 

these sectors also involve the addition of various hazardous chemicals, resulting in 

substantial waste and liquid industrial pollution, and jeopardizes the safety and health 

of both humans and animals. The results also indicate that a significant hurdle in green 

financing adoption is the absence of evaluation frameworks for green sustainable 

consumption and production technologies and investments by small and medium-sized 

enterprises in the textile and leather sectors. Besides, human capital and skills were 

identified as the primary obstacle that requires urgent attention by all parties. This is 

because the findings suggest that numerous SMEs exhibit insufficient financial literacy, 

limited knowledge in finance, accounting, and planning, thereby presenting challenges 

in their adoption of green finance. Banks also lack a comprehensive understanding and 

definition of “green finance”. 

 

The study conducted by Wang et al. (2023) examined the relationship between 

corporate governance, green finance, and sustainable performance in China’s SMEs. 

This research also investigates the role of Corporate Social Responsibility (CSR) in 

mediating the relationship between corporate governance, green financing, and 

sustainable performance in Chinese SMEs. A total of 314 responses were collected. 

Based on the findings of the study, effective corporate governance procedures may 

assist SMEs in China in defining explicit sustainability objectives and enhancing their 

social and environmental efficacy. The authors state that commercial banks will 

provide preferential credit treatment and assistance for those green environmentally 

enterprises, so these SMEs will be easier access to capital and expenses they want for 

green financing. Thus, there is a positive relationship between corporate governance 

and adoption of green financing. In addition, environmental commitment is also 

important to the adoption of green financing. Green funding is an effective tool for 

promoting sustainable development and addressing environmental challenges. The 

findings show that SMEs may achieve their sustainability goals and improve their 

public reputation if they are adopting green finance into their CSR strategy. SMEs are 

more likely to adopt green financing with greater ease than others when they exhibit a 
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strong commitment to environmental responsibility and possess a high level of 

environmental awareness. Therefore, there is a significant relationship between 

environmental commitment and green finance. Furthermore, the findings also indicate 

that they have to concentrate on establishing robust relationships with investors and 

stakeholders via a sustainability framework to enhance their financial performance and 

image. SMEs must draw in more loyal customers, and harmonise the interests of 

stakeholders to support environmentally friendly growth. 

 

In the research of PAGE (2021), which aimed to evaluate the extent to which 

environmental sustainability capabilities are integrated into the financing of SMEs. 

This study focused on Mauritius and intended to assess the present situation of green 

finance frameworks, practices and structures that are pertinent to the financial service 

industry, in order to provide access to green financing choices for SMEs. This study’s 

methodology included interviews with SMEs owners, banks and other commercial 

lenders, government officials, and development partners, totalling more than 40 

participants. According to the study’s findings, the majority of SMEs in Mauritius do 

not possess the necessary knowledge and skill to carry out green projects. There have 

55% of those who participated in the survey mentioned a lack of knowledge about 

green financing as the most significant obstacle. Furthermore, green projects are more 

costly due to its classification as innovative. Since green financing is a new technology, 

they also perceived that it posed a higher risk. Therefore, due to high initial capital 

expenses, which reduce the financial feasibility of the projects, 50% of SMEs found it 

difficult to initiate and implement green initiatives. Additionally, the findings indicate 

that the financial markets in Mauritius lack sufficient governance and regulations that 

specifically promote green finance for SMEs. There have 48% of the respondents 

pointed out that green financing-based government and institutional plans and efforts 

are not geared toward SMEs. Although some businesses have implemented green 

efforts, these advancements are sometimes overlooked. This will inhibit SMEs from 

adopting green financing. Then, the results show that production will also affect the 

adoption of green financing. Innovation and the implementation of green business 

practices often call for management, operational, and technical expertise; however, 
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SMEs do not possess these. If the compensation is high, the specialized labour may be 

diverted to large corporations. Consequently, 8% of the SMEs, mainly engaged in green 

energy production, report a deficiency in access to critical components of production, 

including land and labour. On the other hand, the findings suggest that many 

commercial lenders see medium-sized businesses as either too big to be eligible for 

micro-enterprise financing or too tiny to be eligible for large enterprise financing when 

they begin to review loan applications. The expansion of SMEs in green financing has 

been hindered due to the scarcity of specialized initiatives from banks to support them. 

 

The study undertaken by Khan et al. (2022) centred to identify the barriers to the 

adoption of a sustainable green finance system in developing countries such as Pakistan. 

They also aimed to explore the interrelationships among these identified factors. The 

research methodology involved conducting both telephonic and face-to-face interviews, 

resulting in a total of 21 respondents being collected. All interviewees possess 

substantial expertise in their respective fields and demonstrate an extensive 

understanding of economic, financial, and environmental policies. The researchers 

stated that the green finance system encounters a diverse array of obstacles throughout 

the adoption procedure. Considering the poor rate of return and the considerable risk 

that are involved with the green project, the private sector does not have any interest in 

contributing to it. Besides, the findings suggest that employees lack interest in the green 

financing training programs because of the inadequate skills and expertise, along with 

limited resources. The researchers also mention that the technology necessary for 

facilitating green financing practices is intricate and demands a sophisticated 

organisational framework and specialized knowledge for its implementation. This is a 

significant challenge for SMEs because of the requisite high costs and the need for a 

competent workforce. Additionally, due to the government’s lack of interest in green 

finance, so the government also has not set up incubation courses on green finance for 

the public. The study has indicated that the government support system is insufficient 

because of the political and economic volatility, which subsequently hinders the 

implementation of a green financing. All barriers exhibit significant interdependence 
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and influence. Therefore, policymakers must concentrate on these factors to enhance 

the adoption of green financing among SMEs. 

 

 

2.2.2 Government Support 

 

Government support refers to government economic inducement such as tax and 

mandatory contribution reduction, grants, government-backed loans, guarantees, trusts, 

or insurance. These incentives may be provided to organisations, whether they are 

managed wholly or partially by a private entity (Kariuki, 2023).  Kariuki (2023) 

conducted a study to find out the determinants of green financing adoption by SMEs in 

Nairobi, Kenya's manufacturing sector. A total of 117 responses were collected. The 

findings show that there is a significant relationship between government support and 

SMEs' green financing adoption. The respondents agreed that government policies and 

collaboration with international lenders have made it easier for SMEs to secure green 

financing. Additionally, regulations are encouraging green practices in SMEs. There 

are tax-based incentives provided for green financing. However, the local government 

did not introduce many programs to promote the adoption of green technology in SMEs. 

 

In the research of Kumar et al. (2022), which aimed to investigate barriers of adopting 

green financing from the point of view of SMEs, the government and banking operators 

in the form of supply and demand side. The research was conducted in Pakistan and 

focused on one of its key industries, the textile and leather sector. The methodology in 

this research is interviewing SME owners, government and banking representatives, 

which totalled more than 20 people. Government authorities have expressed that the 

State Bank of Pakistan (SBP) published the Green Bank Guidelines (GBGs) in 2017 

for implementation by early 2018 and has been monitoring the progress of each bank. 

They have also launched government schemes to help SMEs develop credit reports and 

collateral, demonstrating the profitability of SME lending and establishing standard 
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reporting requirements. Nevertheless, stakeholders in SMEs green financing stated that 

regulations and legal frameworks are not clearly stated and vary across different levels 

of government (i.e. federal and provincial), leading to insufficient monitoring and 

verification of the energy-related project. Banks also lack clear guidance on how to 

develop green financing products. Lack of clear definitions and thorough analysis has 

led to the extent of the overlap between current product offerings and green financing 

being largely unknown, as some banks indicate that they are already financing 

investments that could be considered "green". The study shows that the government 

has a strong relationship with the commercial banks, which are key providers of 

assistance and green financing for SMEs; therefore, government support is essential in 

promoting SMEs’ access to green financing (Kumar et al., 2022). 

 

OECD (2019) posted a paper on the access of SMEs in Georgia to green finance. It 

studies the development and implementation of environmental credit lines in Georgia 

SMEs. They discussed a few perspectives, including the role of the banking sector, the 

macroeconomic and policy environment. It then identifies the challenges and success 

factors of sustainable lending by reviewing the experience of three major banks in 

Georgia. The study states that the business policy and environment in Georgia are 

supportive to SMEs. The government has streamlined regulations, lowered taxes, 

tackled corruption, encouraged free trade, and advanced privatization. Additionally, 

various policies and institutions have been established to support lending and 

borrowing. Nevertheless, the study indicated challenges from the demand side, the 

SMEs, including a lack of awareness and incomplete strategic and regulatory 

frameworks. Georgia government subsidies for fossil fuels reduce the cost of traditional 

energy sources. As a result, SMEs might not see the economic need to switch to green 

alternatives. One of the recommendations for the regulator to support green finance is 

to strengthen environmental policy and regulation by implementing pending legislation 

on energy efficiency and renewable energy, establish strong sub-regulations for 

buildings and appliances, enhance enforcement, tighten environmental standards, and 

phase out fossil-fuel subsidies to drive market incentives. Moreover, the government 

should define the role of SMEs in the green transition and integrate SME participation 
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into national climate policies. This shows that the government plays a vital role in 

promoting green financing in SMEs. 

 

The study conducted by Khan et al. (2022) examined the barriers of green finance 

system adoption. The study was carried out in Pakistan. It started with reviewing 

literature to reveal 20 common barriers. Then, the researchers interviewed 21 experts 

in the fields of financial management, economics and environmental science through 

telephone calls and in person to get their opinion of other unexplored new barriers. 

Three aggregate dimensions of barriers are concluded from the interviews, absence of 

a regulatory body, insufficient research on the topic and high switching cost. 

Interviewees stated that there are regulatory compliance violations, as there is no 

governing body to monitor green practices in the lack of a regulator dimension. 

Moreover, the interviewees expressed the need for green legislation such as having a 

penal code regarding green policy violation. The government lacks interest in green 

finance and there are no promotion programs for green finance are commented by the 

respondents. The researchers then combined the data they collected from literature and 

interviews, and separated it into three levels, which are level 1, individual and 

organisational; level 2, country; level 3, global. The authors (Khan et al., 2022) 

pronounced that at level 2, political and economic instability has hindered government 

support, creating significant challenges in establishing a green finance system. 

 

Debrah et al. (2024) assessed the drivers for the green finance adoption in green 

buildings in developing countries. The study is in the context of green building in 

Ghana. The researchers studied through the literature and categorized the drivers into 

four categories, including regulatory, financial, organisational, environmental and 

social. Further, they distributed a Fuzzy Delphi questionnaire survey to 12 experts to 

get their opinion on the predetermined drivers, and subsequently investigated the 

relationships between these factors. The findings show that regulatory incentives for 

green finance are not a prominent driver but have a moderate relationship with 

preferential capital requirements for low-carbon assets. Financial institutions will be 
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more willing to finance when a regulator gives preferential capital treatment to green 

projects, such as treating green financing as a low-risk-weighted asset and requiring 

lower capital. In fact, the study of Tolliver et al. (2020, as cited in Debrah et al., 2024) 

expressed that there is a government practising it, which sets higher capital 

requirements for high-carbon assets and lower capital requirements for low-carbon 

assets to meet climate goals. In addition, the authors (Debrah et al., 2024) also found 

that regulatory incentive is weakly associated reducing financial and business risk and 

increasing awareness of green financing. 

 

 

2.2.3 Financing Information 

 

PAGE (2021) has undertaken a study on improving SME access to green finance in 

Mauritius. The study aims to evaluate the current degree of integration of 

environmental sustainability in SME financing in Mauritius and discover the potential 

to expand green financing for SMEs. Additionally, the study identifies existing gaps 

and proposes a roadmap and action plan to enhance access to green finance 

opportunities for SMEs in Mauritius. The methodologies used are reviewing existing 

literature and interviewing SMEs, commercial lenders. Government and development 

partners. 40 SMEs are being interviewed. From the interview conducted, 55% of the 

SMEs pronounced that the greatest barrier to accessing green finance is a lack of 

awareness of it. The local development bank also stated that many microfinance 

institutions and the development bank, though well-equipped to support SMEs, lack 

the necessary knowledge and business expertise to provide information and guidance 

on financing green projects. These financial institutions have a limited understanding 

of SMEs' specific needs. Hence, it presents a major challenge for SMEs seeking 

financing for green projects, as they may struggle to access relevant information. In 

order to solve this problem, PAGE (2021) suggest that SMEs should receive assistance, 

education, and capacity building to enhance their understanding of green business 
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development and green financing options. This will help them integrate sustainability 

into their operations and improve access to green funding. Additionally, financial 

institutions should train loan officers on green financing and proposal implementation. 

This practical knowledge will support the transition to an inclusive green economy 

across both private and public sectors. 

 

A similar viewpoint is stated in the study of Kumar et al. (2022) on the rationale of 

green finance in textile and leather SMEs in Pakistan. Three vital barriers for Pakistan 

Textile and Leather SMEs to adopt green are pronounced. One of them is that SMEs 

often lack the financial knowledge and capacity to generate bankable feasibility reports 

and investment plans, limiting their ability to access green financing. This challenge is 

further intensified by seasonal production and cash flow fluctuations, particularly 

peaking during the Eid festival. There is also limited access to specialized business 

advisory services and funding for Sustainable Consumption and Production (SCP) 

education and investment. SMEs struggle to find suitable financial products and 

capacity-building support to assess and invest in SCP initiatives. These barriers make 

it difficult for SMEs to secure green investments and fully adopt green financing. The 

researchers suggest that financiers should gain insights into the textile and leather 

industry, and design tailored financial products. Additionally, improving financing 

information through awareness programs, specialized advisory services, targeted 

capacity-building programs and financing for SCP education can help bridge this gap 

and facilitate SME adoption of green finance. 

 

Kariuki (2023) has researched the factors influencing the uptake of green financing by 

small and medium-sized enterprises in Nairobi, Kenya. The 117 questionnaires 

collected show that access to financing information is an important factor and has a 

positive relation that affects the uptake of green finance. As such, the respondents 

agreed that green financing awareness has been growing recently in Kenya. Most of 

them attended workshops or training sessions on green financing. SMEs' management 

is aware of particular financial institutions or organisations that offer green financing 
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and green finance products that are available. Besides, the study found that SMEs 

generally found it easy to obtain information on green finance, however, it varies 

among respondents. The author then concludes, as there is better access to financing 

information, the uptake of green financing increases. The author recommends 

management to sponsor employees to attend trainings and talks on green financing to 

increase awareness of available opportunities for SMEs. 

 

Enejo and Ojabo (2023) have investigated the role of green financing in promoting 

sustainable practices within SMEs in Northern Nigeria. A survey is conducted and 

receives 400 responses. The researchers surveyed the challenges faced by Nigerian 

SMEs in integrating sustainable practices. Limited awareness or understanding is 

identified as the second most significant challenge, reported by 25% of the respondents, 

after the issue of lack of access to financing. Out of the 400 respondents, half indicated 

familiarity with green financing, yet only 30% reported actually utilizing it. This 

indicates that while surface-level familiarity exists, deeper understanding and practical 

knowledge may be lacking, contributing to low uptake. The gap between awareness 

and utilization may stem from limited access to actionable information, uncertainty 

about financing procedures, or misconceptions about eligibility. The researchers then 

suggest that promotions for green financing options should be diversified and 

conducted more often to raise SMEs’ attention, and customizing financial products and 

advisory services can help close this gap and drive greater SME adoption. 

 

A study of the effects of green finance on the development of SMEs is conducted by 

Wang (2024). The author discussed a few benefits that green finance brought to SMEs, 

such as financial support and risk mitigation, market competitiveness improvement, 

innovation drive and technological upgrading, and policy compliance and social 

responsibility. Moreover, significant challenges encountered by SMEs are also being 

discussed. SMEs find it difficult to secure financing for their green projects. This is 

because SMEs often struggle to demonstrate the potential and sustainability of their 

projects, making it difficult for financial institutions to assess their viability and extend 
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green financing. Furthermore, SMEs hardly put green finance policies and practices on 

the ground. Delays or confusion in how policies are communicated and implemented 

can make it hard for SMEs to fully understand or access the benefits of green finance. 

Additionally, the policies are often complex, and without proper guidance, SMEs may 

struggle to meet the requirements or take full advantage of the support available. 

 

 

2.2.4 Technology 

 

According to Saeedi and Ashraf (2024), the researchers investigate the role of 

technology in promoting green finance, with an emphasis on new technologies 

including artificial intelligence (AI), machine learning (ML), blockchain, and 

regulatory technologies. Their research conducts a thorough analysis of the available 

literature and finds major issues in green finance, such as risk management, a lack of 

creative green financial products, and regulatory compliance. The review includes 800 

publications that were screened and analysed from databases such as Scopus and 

Google Scholar, including research published between 2013 and 2024. The findings 

show that technology has a significant impact on Green Finance adoption by indicating 

that AI and machine learning can improve risk assessment for green projects, while 

FinTech platforms make it easier to design new green financial products. RegTech can 

also assist businesses comply with difficult regulations. The report also discusses the 

environmental impact of cryptocurrencies, which is a developing topic in the 

technology-green finance nexus. Saeedi and Ashraf's concept emphasizes the role of 

technology in tackling these difficulties, emphasising that technological advancements 

improve green finance by increasing efficiency, transparency, and accessibility. 

However, they warn that there is still a study void, particularly in terms of the 

environmental impact of technologies like cryptocurrencies, which could jeopardize 

green finance's sustainability goals. The paper recommends that future research focus 

on creating comprehensive datasets to better understand the direct influence of 
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technologies on green finance outcomes such as green investment volume and loan 

portfolios. The work is essential because it clarifies how technology may promote green 

finance and indicates future possibilities for research in this critical field. 

 

Anwar et al. (2024) undertook an empirical study to assess the impact of FinTech on 

carbon neutrality in Australia between 2000 and 2022, with a focus on green finance 

as a mediating variable. The study used quarterly time series data to investigate the 

relationship between FinTech adoption (measured by ATMs and internet server 

density), green funding, and carbon dioxide (CO2) emissions in Australia. The findings 

demonstrate a direct relationship between FinTech adoption and carbon emissions, 

showing that the advancement of digital financial technologies contributes to the 

reduction of the carbon footprint. The study concluded that Fintech has a significant 

impact on green finance by demonstrating FinTech's engagement in increasing green 

finance, which promotes carbon neutrality goals. This highlights the complementary 

role of technological and financial advancements in achieving environmental 

sustainability. The report recommends that policymakers foster the expansion of 

FinTech and green finance to achieve national and global carbon neutrality goals. 

Australia's dedication to sustainable development, as well as the expanding importance 

of its FinTech industry in promoting environmental improvement, make it an especially 

appropriate setting for the study. 

 

Muganyi et al. (2021), the researchers investigated the influence of green finance 

legislation and the role of fintech in supporting environmental protection in China. The 

study used text analysis and panel data from 290 cities from 2011 to 2018, as well as 

the Semi-parametric Difference-in-Differences (SDID) approach. Their findings reveal 

a significant relationship between fintech development and the adoption of green 

finance by SMEs. Fintech efforts, such as Ant Group's Ant Forest, highlight how 

technology may assist SMEs in incorporating sustainable practices into their operations 

by increasing access to green finance products and resolving information asymmetry. 

According to the study, as fintech grows in China, its beneficial influence on SME 
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green finance adoption is projected to increase, notably by improving access to green 

loans and financial resources that promote environmental protection. In contrast, the 

study emphasizes the need for authorities to regulate the risks connected with fintech 

while encouraging its participation in environmental protection initiatives. This implies 

a significant and beneficial correlation between fintech development and green finance 

adoption, underscoring technology's critical role in advancing sustainability in SMEs.  

 

The study by Huang et al. (2024) investigated how financial technology (fintech) 

affects the green bond market. The study evaluated data from 337 cities, yielding 2,153 

bond-city-year observations. Fintech development was tracked using a city-level 

fintech index that considered factors such as the breadth, depth, and level of 

digitalization in financial services. Huang et al. (2024) demonstrate that fintech growth 

greatly increases green bond issuance, which plays an important role in facilitating 

green finance. The study concludes that fintech improves the intermediary market and 

raises environmental awareness, resulting in increased demand for green bonds. As 

people become more mindful of the environment, there is a greater demand for green 

initiatives and related financial products like green bonds. This growth in green bond 

issuance makes the atmosphere more conducive to the use of green finance, as green 

bonds are an important instrument for funding sustainable initiatives. Fintech's 

involvement in simplifying the issuing of green bonds indirectly contributes to the 

wider adoption of green finance by increasing the supply and demand for green 

financial products. 

 

A paper report by Appiah-Kubi et al. (2024), the study looked into the impact of green 

finance on sustainability reporting in SMEs, focusing on the mediation function of pro-

environmental behaviour and the moderation role of digitization. There are 352 SMEs 

from 16 districts in Ghana participated in the study between May and June 2024 which 

used a standardized questionnaire. The study's findings help SMEs integrate 

digitization into their operations and might be used to promote green financing policies 

among SMEs, governments, and non-governmental organisations. The study's findings 
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aim to guide and stimulate future research into the promising relationship between 

digitization and sustainability reporting in the context of SMEs in emerging nations. It 

discovered that digitalization, as part of technical improvements inside SMEs, 

contributes to the efficiency and accuracy of sustainability reporting. The incorporation 

of digital tools, such as blockchain and other digital platforms, allows SMEs to better 

manage and report on their environmental practices, making it easier for them to get 

green financing. Technology lowers the expenses of sustainability reporting and 

removes several constraints, such as limited accounting staff, which might impede 

green finance implementation. The study suggests that SMEs who embrace technology 

are more likely to engage in green finance, as these technologies improve transparency, 

reporting capabilities, and general efficiency in managing green investments.  

 

 

2.2.5 Environment Commitment 

 

Per Appiah-Kubi et al. (2024), the study examined the impact of green finance on 

sustainability reporting in SMEs, focusing on the mediation function of pro-

environmental behaviour and the moderation role of digitization. Between May and 

June 2024, 352 SMEs from 16 districts in Ghana participated in the study, which used 

a standardized questionnaire. It also emphasizes the role of environmental commitment 

in encouraging SMEs to utilize green finance. The study found that SMEs with a strong 

commitment to environmental sustainability are more likely to use green finance 

solutions which indicates that environmental commitment has a significant impact on 

SME green finance adoption. This commitment to sustainability encourages SMEs to 

invest in environmentally friendly measures, hence increasing their efforts to report on 

these practices transparently. Green financing helps this commitment by providing the 

resources needed to carry out sustainable projects, reinforcing the link between an 

SME's environmental commitment and its use of green finance. According to the report, 

the more committed a SME is to the environment, the more likely it is to use green 
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finance to fund its sustainability projects. This highlights the importance of internal 

environmental values in influencing SMEs' decisions to seek and use green finance 

resources.  

 

According to Mohd and Kaushal (2018), the study explores the role of green finance in 

promoting sustainable development, particularly in India. The researchers focused on 

the global challenges of environmental change, energy limitations, and financial crises, 

and identified green finance as a solution to balance economic development with 

environmental sustainability. The study draws on secondary data and literature, 

examining the existing scope and potential for green finance, including the increasing 

demand for green bonds and structured green funds. They emphasize that financial 

institutions, through their environmental commitment, play a crucial role in driving the 

adoption of green finance by expanding the use of environmental data in credit and 

investment decisions. The paper notes that businesses with a higher carbon footprint 

are increasingly seen as risky, prompting financial institutions to prioritize funding for 

sustainable, low-carbon projects. This shift in investment focus supports the broader 

adoption of green finance, facilitating the financing of energy-efficient technologies 

and green infrastructure. The authors further note that the future growth of green 

finance, particularly through instruments like green bonds, is closely tied to the 

increased environmental awareness and commitment of financial institutions. Thus, 

environmental commitment significantly influences the adoption of green finance by 

aligning financial decision-making with sustainability goals, which in turn accelerates 

the transition to a low-carbon economy. 

 

In the study by Wang et al. (2023), the researchers surveyed 314 employees from 

Chinese SMEs to investigate the impact of environmental commitment on green 

financing adoption. The findings show a strong link between environmental 

commitment, as manifested in CSR policies, and the use of green finance. SMEs with 

a strong environmental commitment are more likely to receive green finance, 

improving their sustainability performance. The study concludes that CSR mediates the 
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association between green finance and long-term performance, implying that CSR 

initiatives promote environmentally friendly investments and enhance access to 

financial resources. This study demonstrates that SMEs can use environmental 

commitment to obtain green financing, resulting in improved financial and 

environmental outcomes, reinforcing the relevance of sustainability in corporate 

operations. The study adds to the literature by showing that CSR and environmental 

commitment are critical for SMEs to implement green finance and improve their long-

term sustainability. 

 

Based on Rahman et al. (2024), their study investigates the relationship between CSR 

and green finance practices, focusing on the tourism industry in Bangladesh. The 

findings show that SMEs that demonstrate high environmental commitment through 

CSR activities are more likely to use green funding. Adoption of CSR, particularly 

when focused on environmentally conscious projects, is crucial in strengthening 

enterprises' ecological footprints and improving their overall environmental 

performance. This multidimensional strategy not only improves organisational 

sustainability but also serves as a catalyst for national-scale sustainable development 

(Guang-Wen & Siddik, 2022). Furthermore, the study demonstrates how SMEs who 

integrate their CSR efforts with green finance initiatives obtain access to critical funds, 

hence facilitating their participation in sustainable projects. This commitment to 

sustainability enables SMEs to obtain green finance and encourages long-term growth. 

Rahman et al. (2024) underline that environmental commitment, as shown through 

CSR, has a direct influence on SMEs' decision to utilize green finance, highlighting the 

significant link between CSR activities and green finance adoption for achieving 

sustainable outcomes. 

 

Following the findings of Alay et al. (2024), the relationship between environmental 

commitment (as expressed by green business ethics) and green financing adoption has 

been thoroughly explored in Turkey. The study sought to investigate how green 

business ethics and green finance affect CSR and sustainable business performance. 
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The study employed a cross-sectional survey method, with 427 white-collar 

professionals from leading Turkish institutions chosen through a convenience sampling 

procedure. The survey data were analysed using the AMOS 24 statistical software. The 

findings revealed that green business ethics, motivated by an environmental 

commitment, have a considerable impact on the adoption of green financing 

technologies, which in turn improves sustainable company performance. It was also 

noticed that CSR plays an important mediating function in this relationship, improving 

the alignment of green business ethics and achieving sustainability goals. These 

findings highlight the necessity of incorporating environmental commitment into 

company operations, implying that companies that prioritize CSR and green financing 

are more likely to achieve long-term, sustainable success. This study adds to the 

expanding body of literature underlining the necessity for firms to implement green 

policies for both environmental and societal benefits, which are increasingly viewed as 

vital for sustainable growth in the global market. 

 

 

2.2.6 Corporate Governance 

 

According to Wang et al. (2023), the researchers studied the connection between green 

corporate governance, green finance, and sustainable performance. They carried out a 

questionnaire survey and collected data from 314 employees working for SMEs 

operating in China. The findings show a strong correlation between green corporate 

governance and green finance and corporate social responsibility, which in turn has a 

favourable effect on sustainable performance. Sustainable practices have become 

increasingly important in today’s corporate environment, and companies are seeing the 

benefits of incorporating sustainability into their operations. Business failures are 

becoming more common, organisations worldwide are under immense pressure to 

create efficient corporate governance procedures. Accessing financing is another major 

obstacle that SMEs face. Consequently, the purpose of green finance enables 
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businesses to make investments in sustainable projects that benefit the environment and 

enhance their long-term financial results. They found that green finance has a major 

positive impact on the company’s sustainable growth by lowering their environmental 

effect and improving their overall sustainable performance. Green finance can help 

businesses perform better by encouraging sustainable practices that save money, use 

less energy and resources, promote brand recognition, and make funding more 

accessible. These advantages can help businesses succeed in the long run by allowing 

them to stay ahead of the competition, stimulate innovation, and comply with 

regulations. 

 

The study conducted by Khababa and Jalingo (2023) examined the significance of 

green finance, green investment, technological innovation, CSR, and corporate 

governance in influencing sustainable outcomes within SMEs in Saudi Arabia. The 

data was collected from 250 employees, employing a quantitative research 

methodology. The results of Partial Least Square (PLS)-Structural Equation Modelling 

(SEM) show that green technology, green investment, and green finance have a positive 

and statistically significant effect on sustainability in Saudi Arabian SMEs. It has been 

determined that corporate governance is a significant moderator that shapes how CSR 

initiatives are translated into sustainable practices. This emphasises how crucial it is to 

match internal organisational processes with CSR initiatives in order to maximise 

sustainability results. This research also mentioned that sustainability is the cornerstone 

that enables businesses to thrive in the current competitive environment in an ethical 

manner, strategically innovate, and ensure long-term success in the rapidly changing 

global landscape. Consequently, green technology, green investment, and green 

finance are seen as transformative tools that are essential to advancing sustainable 

business practices. These programs’ effectiveness depends on corporate governance’s 

organisational structure, which is seen to be a key factor in determining how CSR and 

sustainability interact. Effective governance strengthens the link between CSR pledges 

and tangible sustainability effects by bringing CSR initiatives into line with stakeholder 

interests and society's welfare. Based on the PLS SEM analysis, there is a positive and 

statistically significant correlation between sustainability and green finance. The Saudi 
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Arabia Green Initiative placed a strong focus on cutting carbon emissions by funding 

eco-friendly projects, demonstrating the commitment to sustainability. The results of 

this study highlight the potential advantages of applying green finance concepts to 

Saudi Arabian businesses, especially those that prioritise the country’s sustainability 

goals, in order to support broader sustainability projects. 

 

A study undertaken by Zhao and Xing (2024) used time series analysis to evaluate how 

business management and green finance affected China’s sustainable development 

index between 1990 and 2020. According to the results, a 1% rise in the green financial 

market results in a short-term improvement of 0.31% and a long-term improvement of 

0.69% in China’s sustainable development index. Similarly, a 1% improvement in the 

corporate governance index leads to short-term and long-term increases of 0.16% and 

0.29%, respectively. Additionally, the development of the green finance market and 

strong corporate governance may raise public awareness of environmental risks and the 

necessity of supporting clean energy projects. The broader objectives of sustainable 

development are advanced when greater participation in eco-friendly initiatives is made 

possible by raising the level of sustainable literacy in society. Effective business 

management and the growth of the green financial market also stimulate the generation 

of sustainable electricity in society. The businesses use electricity to power production 

lines and industrial gadgets, the advantages of sustainable electricity are becoming 

more apparent as the green fiscal market develops, and corporate management 

improves. Businesses are more inclined to use the green financial resources they have 

obtained from the green financial market to invest in eco-electricity-generating projects. 

 

According to Dzomonda (2022), corporate governance is the process of establishing 

and putting into place procedures to protect stakeholders’ rights and interests by 

making sure managers behave responsibly and openly. Since more SMEs are structured 

in this way, implementing good corporate governance standards increases the 

likelihood that their environmental initiatives will be successful. Therefore, a 

company’s transparency in its operations is a hallmark of good corporate governance, 
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which gives stakeholders a favourable impression of the company. In essence, firms 

that succeed in corporate governance principles are better able to build enduring 

relationships with important stakeholders like banks, consumers, investors, and 

shareholders. This can assist SMEs with limited resources in gaining access to 

resources from their main stakeholders. Through the findings, it was found out that 

small businesses with strong corporate governance practices, such as implementing 

efficient operational procedures and systems, independent board members, and so on, 

are more likely to be able to obtain outside funding than those with poor corporate 

governance practices. Countries all over the world are adopting sustainable finance to 

support green-orientated businesses, with the United Nations and the European Union 

being two prominent international organisations that place a strong emphasis on green-

orientated business practices and adopted the concept of funding ethical small 

enterprises. 

 

The research conducted by Qian and Yu (2023) investigates the impact of the green 

finance policy on ESG performance using a difference-in-differences design and the 

framework of China’s Green Financial System Guidelines (GFSG). The strong ESG 

performance can reduce information asymmetry between businesses and stakeholders. 

This involves reimagining the corporate image and fostering stakeholder confidence in 

the green development of businesses. The investors’ sensitivity to unfavourable 

developments leads to substantially polluting businesses that must consider internal 

incentives while implementing GFSG. Managers can adopt green and sustainable 

corporate governance schemes, engage in strategic planning and decision-making, 

produce goods that are greener and more differentiated than those of their rivals, and 

expand their market share with the help of solid internal incentive systems. The 

findings showed that businesses with stronger internal governance may be more 

inclined to enhance their ESG performance following the adoption of the green finance 

legislation, sending a positive message to society at large. 
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2.2.7 Production 

 

According to Long et al. (2022), the researchers examine the interrelationship among 

SMEs, green financing, the textile and leather sectors, government entities, and 

financial institutions. They investigate this subject in Pakistan. Their findings indicate 

that SME owners lack the technical and managerial abilities necessary to make their 

enterprises environmentally sustainable. Certain SMEs lack the requisite knowledge 

and technical expertise, and face resource limitations and time constraints in identifying 

and implementing SCP enhancements. Numerous SMEs encounter restricted access to 

the financing necessary for supporting SCP investments due to various factors, 

including the reliance of textile and leather SMEs in Pakistan on personal or familial 

capital and the absence of customised financing options that include suitable collateral 

and other requisite conditions for SCP investments.   

 

According to Wang (2024), the researchers examine the obstacles encountered by 

SMEs in obtaining green finance and propose ways to address these obstacles. They 

implement an interview-based process and gather data from more than 20 respondents. 

The participants are SME operators, government officials, and banking personnel 

engaged in green finance. Their findings indicate that the advancement of SMEs driven 

by green finance faces obstacles related to access to technology and knowledge. 

Although numerous SMEs are enthusiastic about using green technology and practices 

to enhance their sustainability and market competitiveness, they frequently encounter 

limitations in access to and proficiency in sophisticated green technologies and 

associated expertise. This not only constrains their capacity for product and service 

innovation but also impairs their ability to leverage green finance for effective 

transformation. Small and medium-sized enterprises frequently lack adequate 

resources to engage in extensive research and development initiatives or to form 

collaborations with universities and research organisations, hence restricting their 

ability to access innovative green solutions. A deficiency in comprehensive knowledge 
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of green market trends and customer preferences may impede the growth and 

innovation of SMEs benefiting from green finance. 

 

According to Luo et al. (2024), this study aims to analyse the effects of green finance 

on small and micro enterprises (SMEs). This study will evaluate the impact of green 

finance on the performance and sustainability of small and micro enterprises. The 

findings indicate a lack of green recognition standards for small and micro businesses. 

Additionally, it is observed that the lack of clarity in the green standards applicable to 

small and micro enterprises restricts their ability to obtain green credit, even for those 

within the solar electricity sector that fundamentally possess "green genes." This issue 

affects both small and micro enterprises and their associated dealers in the upstream 

and downstream sectors. It is essential to advance the development and implementation 

of small and micro green standards across various sectors, aiming to provide more 

inclusive and sustainable services for small and micro enterprises in diverse industries. 

 

According to Patra (2022), the researcher is to examine the obstacles in the 

implementation of Green Finance Initiatives (GFIs) within SMEs. The lack of skilled 

labour in SMEs poses a challenge to their capacity to access and implement green 

finance initiatives effectively. The survey is conducted using a questionnaire to gather 

data. The sample was drawn from SMEs in Haryana, covering sectors including food 

and beverage, textiles, and electrical and electronics. The participants consisted of 

senior professionals from the department, primarily representing manufacturing SMEs. 

The adoption of green finance initiatives necessitated the presence of skilled labourers. 

The implementation of the green finance programme necessitates the employment of 

specialised personnel, thereby elevating costs for small and medium-sized enterprises. 

Training is essential for skill development within the workforce, which faces additional 

costs. The expenses linked with adopting the green financing initiative are substantial, 

with further costs incurred for certification and due diligence. This imposes a financial 

burden on SMEs due to environmental responsibilities. The implementation of the 

green finance project necessitated qualified personnel; however, the expense associated 
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with skilled labour was a challenge for these SMEs due to the higher costs of training 

and skill development. 

 

According to Raji (2024), the researchers aim to investigate the role of green financing 

in advancing sustainable development for SMEs in Nigeria and Africa. This study seeks 

to identify effective practices, challenges, and potential solutions to enhance access to 

green financial products and sustainable financing mechanisms. This research 

examines Nigeria and its implications for the wider African region. The findings 

indicate that green financing represents a promising avenue for small and medium-

sized businesses (SMBs) in Nigeria and Africa, serving as a valuable source of funding 

for sustainability initiatives and enhancing the sustainability of their operations. 

Nonetheless, similar to other tools, green financing presents both disadvantages and 

opportunities for implementation in developing countries. Access to such funds may 

be limited primarily due to insufficient information regarding the types of available 

funds and the eligibility criteria for financing. There are many small business owners 

who likely lack adequate knowledge regarding green financing and its accessibility. 

Securing green financing continues to pose a significant challenge for small businesses 

and startups in Nigeria and Africa. The issues arise from insufficient awareness and 

understanding of available financing, complicated application procedures, economic 

pressures, and market conditions that adversely affect the financial health of small 

enterprises.  

 

 

2.2.8 Company Size 

 

According to Rashid and Uddin (2018), the study aims to examine the roles of banks 

and nonbank financial institutions in green finance within the Bangladesh economy. 

One of the objectives is to examine the difficulties that prevent the development of 

green finance. The assessment identified elevated transaction costs linked to green 
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projects, especially for small-scale local companies. These types of projects frequently 

necessitate substantial upfront capital, which can be challenging for small businesses 

to get. The constraints are made harder by insufficient experience in green investment 

and the difficulty in demonstrating the viability of large-scale green initiatives. 

Moreover, banks and financial institutions encounter challenges when assessing green 

finance applications from small firms, especially when the requisite documentation is 

inadequately maintained. Substantial transaction costs occur due to the delayed 

visibility of the long-term advantages of green initiatives, including environmental 

benefits and cost reductions, complicating the justification for investment by financial 

institutions.  

 

According to Ozili (2022), this study investigates green finance, emphasising strategies, 

difficulties, and solutions to enhance green investments and facilitate climate change 

mitigation. Identify further obstacles to green finance in the findings. Finance 

inadequately addressing the requirements of small-scale investments. Moreover, there 

exist obstacles and corresponding solutions for advancing green financing in Singapore. 

Moreover, SMEs lack access to the issuance of green bonds due to their limited scale 

and inability to undertake projects eligible for green bond financing. 

 

According to Zhang (2024), the study investigates the influence of environmentally 

responsible activities on the utilisation of internal finances, equity, various forms of 

debt financing, and government subsidies, while also assessing whether these effects 

vary according to firm size. The study examines a worldwide sample of companies 

from 27 nations. Larger enterprises possess greater access to green finance. Big 

enterprises typically possess enhanced access to diverse financing sources, including 

alternatives for green finance. Larger enterprises typically possess better resources, 

enhanced reputations, and more stable financial profiles, proving them appealing to 

green investors and financial institutions that support sustainable activities. Moreover, 

larger enterprises are typically perceived as more stable and less risky, enhancing their 

capacity to obtain financing for environmental initiatives. Subsequently, smaller 
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enterprises encounter greater obstacles. Smaller enterprises frequently face 

disadvantages in embracing green finance due to insufficient financial resources or 

expertise to access these specialised financial instruments. Moreover, small enterprises 

may lack the relational networks with financial institutions that larger corporations 

enjoy, so constraining their capacity to secure green funding alternatives. 

 

According to Kariuki (2023), the primary purpose was to examine how organisational 

characteristics influence the adoption of green financing by SMEs in Nairobi. The 

study's target demographic consisted of 134 SMEs situated in Nairobi, Kenya. The use 

of qualitative data acquired via semi-structured interviews with a designated set of 

SMEs. The data indicated that the majority of banks take into account the size of the 

SME prior to providing green financing options. The results indicate that SMEs 

operating for over three years have greater access to green finance. The findings 

indicated that banks necessitate audited financial statements prior to providing green 

funding. The research findings reveal that SMEs targeting investment in sustainable 

initiatives exhibit a greater capacity to secure green funding. The correlation and 

regression analyses reveal a slight and statistically insignificant positive association 

between organisational factors and the adoption of green funding. This study finds that 

organisational features do not significantly contribute to the adoption of green funding. 

 

According to Li and Lin (2024), the purpose of the study is to analyse the relationship 

between green finance and company financial capability using the GMM Model. This 

study examines publicly traded green enterprises, with a database covering from 2012 

to 2022. The analysis indicates that larger enterprises typically have more accessible 

options to green finance. This is due to their more established reputations, superior 

resources, and advanced financial infrastructures, rendering them more attractive to 

investors and lenders offering green financial products; smaller companies encounter 

greater difficulties in securing green finance. These enterprises may have difficulties 

owing to their restricted resources, underdeveloped market credibility, and limited 

financial capacities. Consequently, smaller enterprises may struggle to fully leverage 
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the advantages of green finance, thus affecting their financial performance relative to 

larger organisations.  

 

 

2.3 Research Gap 

 

SMEs are the main drivers of economic growth in many nations. In Malaysia, SMEs 

account for 97% of all business establishments and provide around 48% of employment 

in the Malaysian workforce. SMEs are crucial to achieving an orderly transition for 

Malaysia to a low-carbon economy as early as in 2050. They can take the opportunity 

to adopt sustainable practices and green initiatives in their business by integrating 

contributions to environmental sustainability and benefit from the financial sector’s and 

Bank Negara Malaysia’s (BNM) support in adopting green financing. 

 

However, some previous studies by Kamal et al. (2024) and Afroz et al. (2021) examine 

the barriers of SMEs implementing green practices in Malaysia because of 

inconsistency in the definitions of what constitutes a lack of standardisation of green 

financing products and inconsistent regulatory and policy frameworks to support. This 

will make the SMEs erode confidence and limit the ability of financial institutions and 

other stakeholders to develop and implement green finance policies and practices.  

 

In contrast, Musa and Chinniah (2016) inferred that adopting green practices may help 

SMEs survive in the long run by practicing environmentally friendly practices to 

enhance business competitiveness. Despite this, there is a noticeable gap in the 

literature regarding the determinants influencing SMEs' adoption of green financing in 

Malaysia. To address this research gap, our study aimed to examine seven key factors, 

which are government support, financial information, technology, environmental 

commitment, corporate governance, production, and company size. This research seeks 
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to provide a more profound understanding of how SMEs in Malaysia can better 

integrate green financing into their business models, ultimately contributing to a more 

sustainable and resilient economy. 

 

 

2.4 Review of Theory 

 

Stakeholder theory is commonly used in business management. According to Parmar 

et al. (2010) stakeholder theory suggests that by focusing on the relationships between 

a business and the individuals or groups that influence or are influenced by it, aids in 

maximizing shareholders’ wealth. Collaboration with stakeholders, such as customers, 

suppliers, employees, financiers, communities, and managers, businesses can create 

and distribute value more effectively. Managers play a crucial role in nurturing these 

relationships, ensuring value maximization, and overseeing its equitable distribution. 

 

In the context of green finance, stakeholder theory provides a useful framework for 

understanding its adoption. Green finance integrates environmental concerns with 

financial decision-making, prioritizing sustainability while maintaining resource 

efficiency (Lv et al., 2021 as cited in Debrah et al., 2024). It aligns business objectives 

with the interests of governments and the public by promoting both environmental 

conservation and economic growth (Debrah et al., 2024). This perspective suggests that 

businesses, including SMEs, can generate long-term stakeholder value by integrating 

green finance into their operations. 

 

In Malaysia, the Micro, Small, and Medium Enterprises (MSMEs) sector significantly 

contributes to the national economy, accounting for 39.1% of GDP (RM613.1 billion) 

in 2023, with SMEs comprising 98.2% of this sector (SME Corp, 2023). Given their 

economic significance, SMEs play a major role in sustainability efforts. However, their 
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activities often have environmental and social impacts, necessitating a shift toward 

sustainable practices. SMEs can mitigate these effects and redefine stakeholder 

interests to create value for both primary and secondary stakeholders by adopting a 

sustainability-focused approach (Debrah et al., 2024). The adoption of green finance 

among SMEs aligns with stakeholder theory by addressing environmental concerns 

while ensuring business sustainability. 

 

 

2.5 Proposed Theoretical Framework 

 

 

 

Figure 2.1. The above theoretical framework shows the investigation of how the 

independent variables, government support, financial information, technology, 

environmental commitment, corporate governance, production, and company size 
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influence SMEs green financing adoption. By utilising this framework, seven 

hypotheses are developed to assess the accuracy of the inferences. 

 

 

2.6 Hypothesis Development 

 

 

2.6.1 Government Support 

 

Government support has a significant impact on SMEs green financing adoption. 

According to Kariuki (2023), green finance will become more accessible to SMEs 

because of government initiatives and partnerships with foreign lenders. Besides that, 

the findings indicate that government-backed incentives such as tax reductions will be 

able to encourage green financing in SMEs. OECD (2019) suggests that the gradual 

elimination of fossil fuel subsidies and the reduction of green loan costs would enhance 

the adoption of SMEs. It also emphasised that the government should collaborate with 

banks to reduce interest rates and collateral requirements, therefore enhancing 

borrowing conditions to encourage SME involvement in green financing. 

 

Certain studies have shown that governmental support is crucial for enhancing the 

adoption of green finance. The research conducted by Kumar et al. (2022) and Khan et 

al. (2022) indicates that ambiguous legislation and legal frameworks adversely impact 

the implementation of green finance by SMEs. Additionally, Debrah et al. (2024) 

propose that financial institutions would exhibit increased willingness to provide green 

financing for SMEs when regulators provide preferential capital treatment to green 

projects. Hence, the first hypothesis produced by the study is as follows: 

 



 Determinants of Green Financing Adoption Among Small and Medium-Sized Enterprises 
(SMEs) in Malaysia   

 

Page 51 of 142 
 

H1: There is a significant relationship between government support and SMEs green 

financing adoption. 

 

 

2.6.2 Financing Information 

 

Financing information may have a substantial impact on the adoption of green finance 

by SMEs. Previous research has demonstrated that the lack of awareness among SMEs 

regarding green finance constitutes a significant barrier to its adoption. In the research 

of PAGE (2021), 55% of SMEs reported a lack of knowledge about green financing. 

On the other hand, Enejo and Ojabo (2023) noted a gap between awareness and 

implementation, revealing that only 30% of Nigerian SMEs engage with green finance, 

despite 50% being aware of its existence. Kariuki (2023) suggests that SMEs had a 

better chance of securing green finance if they had access to training sessions. This is 

because improved access to financing information could substantially enhance the 

uptake of green finance among SMEs. 

 

According to Wang (2024), information asymmetry also makes it challenging for 

SMEs to obtain financing for their green projects. Despite banks having access to 

extensive green finance information, they do not disseminate it to SMEs, resulting in a 

lack of understanding among SMEs on green funding and the procedures for obtaining 

it. Furthermore, in the study conducted by Kumar et al. (2022), the researchers indicate 

that SMEs frequently do not possess the financial expertise and skills to create 

investment plans and bankable feasibility assessments, which restricts their ability to 

acquire green financing. Thus, the following hypothesis is: 

 

H2: There is a significant relationship between financing information and SMEs green 

financing adoption. 
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2.6.3 Technology 

 

Technology can also significantly influence the adoption of green financing among 

SMEs. Saeedi and Ashraf (2024) suggest that technology breakthroughs, including AI, 

ML, blockchain, and regulatory technologies, may enhance green finance by 

strengthening efficiency, transparency, and accessibility. These new technologies will 

assist in tackling significant concerns such as risk management and regulatory 

compliance. They also mention that FinTech platforms facilitate the development of 

green financial products. According to Anwar et al. (2024), the study indicates that 

Fintech plays a crucial role in enhancing green finance, thereby supporting the 

objectives of carbon neutrality. This is because the implementation of digital financial 

technology could help to reduce the carbon impact.  

 

In the research conducted by Muganyi et al. (2021), the authors emphasize that 

technology has the potential to help SMEs in integrating sustainable practices into their 

operations by enhancing access to green finance products and addressing information 

asymmetry. Huang et al. (2024) indicate that fintech enhances the intermediary market 

and elevates environmental consciousness, leading to a higher demand for green bonds. 

The increase in green bond issuance creates a more favourable environment for the 

adoption of green finance, as these bonds serve as a crucial tool for financing 

sustainable projects. Appiah-Kubi et al. (2024) state that the integration of digital 

technologies, including blockchain and other digital platforms, enables SMEs to 

enhance the management and reporting of their environmental practices, hence 

facilitating access to green financing. Therefore, the next hypothesis is as follows: 

 

H3: There is a significant relationship between technology and SMEs green financing 

adoption. 
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2.6.4 Environmental Commitment 

 

Previous research has examined that environmental commitment may also have a 

significant impact on SMEs green financing adoption. For example, Appiah-Kubi et al. 

(2024) discovered that SMEs demonstrating a robust commitment to environmental 

sustainability may be more inclined to use green financing. Green financing will 

provide the resources required to complete sustainable initiatives, strengthening the 

relationship between a SME's environmental commitment and green finance. Mohd 

and Kaushal (2018) emphasised that financial institutions which show a strong 

environmental commitment always prioritize the allocation of funds towards 

sustainable projects, thereby motivating SMEs to pursue low-carbon projects and adopt 

green financing. 

 

The research found that CSR programs boost environmentally friendly investments and 

financing access, mediating the relationship between green finance and long-term 

achievement. This is due to the fact that SMEs can leverage environmental commitment 

to get green finance in order to improve financial and environmental outcomes (Wang 

et al., 2023). Rahman et al. (2024) also indicate that the commitment to sustainability 

also allows SMEs to secure green finance easily and promotes sustained growth over 

the long term. Furthermore, Alay et al. (2024) demonstrate how important it is for 

SMEs to include environmental responsibility into their day-to-day operations. They 

show that SMEs who place a priority on CSR and green financing will be more 

probably to accomplish long-term success that is sustainable. Hence, the fourth 

hypothesis is: 

 

H4: There is a significant relationship between environmental commitment and SMEs 

green financing adoption. 
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2.6.5 Corporate Governance 

 

Corporate governance has a significant influence on SMEs green financing adoption. 

Wang et al. (2023) observed that the significance of sustainable practices has grown in 

the current corporate environment. SMEs may benefit from green financing in several 

ways, including the promotion of sustainable practices that reduce energy and resource 

use, increase brand awareness, and ease of access to capital. In the long run, these 

benefits can help businesses do well by keeping them ahead of the competition and 

following the rules. In the study conducted by Khababa and Jalingo (2023), the authors 

found that corporate governance acts an essential role in influencing the translation of 

CSR initiatives into sustainable practices. This highlights the importance of aligning 

internal organisational processes with CSR initiatives to optimize sustainability. 

 

Zhao and Xing (2024) propose that the advancement of the green finance market 

alongside powerful corporate governance could enhance public consciousness 

regarding environmental risks and the importance of backing clean energy initiatives. 

Additionally, Dzomonda (2022) shows that companies with strong governance 

frameworks will have a greater opportunity to adopt green finance initiatives. This is 

because transparency and accountability may enhance the trust of stakeholders and give 

them an upbeat impression. Qian and Yu (2023) indicate that companies exhibiting 

strong internal governance are likely to improve their ESG performance after the 

adoption of green finance regulations, conveying a favourable message to the broader 

community. Thus, the following hypothesis is: 

 

H5: There is a significant relationship between corporate governance and SMEs green 

financing adoption. 
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2.6.6 Production 

 

Production may also have a significant impact on SMEs green financing adoption. 

Long et al. (2022) suggest that SMEs lack the necessary knowledge and technical 

proficiency and have resource restrictions and time constraints in identifying and 

executing SCP improvements, hence hindering their capacity to adopt green finance. 

Wang (2024) also mention that many SMEs want to use green technology and practices 

to improve their sustainability and market competitiveness, but they often lack access 

to and knowledge in advanced green technologies. This already limits their product and 

service innovation and green financing use for transformation. 

 

In the study of Luo et al. (2024), the findings demonstrate that the ambiguity in green 

recognition standards for small and micro businesses limits their capacity to get green 

credit. Patra (2022) shows that the execution of the green finance program requires the 

hiring of specialized employees, which increases costs for small and medium-sized 

enterprises, complicating their ability to adopt sustainability initiatives. In the findings 

of Raji (2024), the researcher suggests that obtaining green financing remains a major 

obstacle for SMEs. Economic pressures, market circumstances, difficult application 

processes, and a lack of knowledge about green finance are the main causes of the 

problem. Therefore, the hypothesis is as follows: 

 

H6: There is a significant relationship between production and SMEs green financing 

adoption. 

 

 

2.6.7 Company Size 
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Previous studies also have indicated that company size can significantly influence the 

adoption of green financing by SMEs. Rashid and Uddin (2018) suggest that green 

projects require significant initial capital, posing challenges for small businesses in 

securing funding. Banks and financial institutions have difficulties in evaluating green 

financing applications from small enterprises owing to insufficiently kept paperwork. 

Ozili (2022) states that the needs of small-scale investments are not effectively 

addressed by green finance currently. Furthermore, the author also notes that owing to 

their smaller size and incapacity to engage in projects that qualify for green bond 

funding, SMEs are unable to get green bonds. 

 

According to Zhang (2024), bigger firms are often viewed as more stable and less 

hazardous, improving their potential to adopt green financing. However, it could be 

difficult for small businesses to get green financing since they don't have the same 

personal relationships with banks as bigger companies. In addition, Kariuki (2023) 

indicates that most banks will consider the size of the SMEs before offering green 

financing options. In the research conducted by Li and Lin (2024), the findings show 

that bigger companies usually have easier access to green financing choices. This is 

because investors and lenders providing green financial products are more drawn to 

these institutions because of their better resources, more developed financial 

infrastructures, and excellent reputations. Hence, the last hypothesis is: 

 

H7: There is a significant relationship between company size and SMEs green financing 

adoption. 

 

 

2.7 Summary 
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In conclusion, this chapter has presented a comprehensive review of the available 

research on SME green financing uptake, with an emphasis on the important dependent 

and independent variables. It looked at the factors that influence green financing 

adoption, such as government backing, financing information, technology, 

environmental commitment, corporate governance, production, and company size. The 

linkages between these variables were examined to better understand their impact on 

SME green financing adoption. Additionally, numerous theoretical approaches were 

investigated, laying the groundwork for hypothesis building. This evaluation also 

highlighted some research gaps, identifying areas for future investigation. The 

following chapter will describe the research methodology used in this study, including 

the strategy to data collecting and analysis, as well as the justification for the 

methodologies used. 
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CHAPTER 3: RESEARCH METHODOLOGY 

 

 

3.1 Introduction 

 

Examining the factors affecting the adoption of green financing among small and 

medium-sized enterprises (SMEs) in Malaysia is the main objective of this research. 

Thus, a well-structured research methodology is essential to achieve the research 

objective. The chapter starts by explaining the research design, followed by a 

discussion of the data collection method employed. Next, the sampling design is 

specified, along with a description of the research instrument. Then, the subsequent 

section discussed data analysis used in the study. Lastly, the chapter ends with a 

summary of the key points covered. 

 

 

3.2 Research Design 

 

Research design is a thorough strategy or framework for data collection, measurement, 

and analysis. It provides a procedural framework for researchers to discover solutions 

to their research problems (Cooper & Schindler, 2014, as cited in Kariuki, 2023). 

Besides, Creswell (2009) stated that research design is a strategy and process for doing 

research that includes everything from general hypothesis to specific techniques for 

gathering and analysing data. The kind of problem or topic being studied, the 

backgrounds of the researchers, and the study’s target audience are all taken into 

consideration when choosing a research design. 
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3.2.1 Primary Data 

 

Primary data was selected to gather the data for this research. Primary data is statistics 

that are obtained for the first time from personal experiences or proof, usually for study 

purposes. It is sometimes referred to as unprocessed information or personal knowledge 

(BYJUS, n.d.). In addition, Persaud (2010) indicated that primary data is one in which 

the researcher collects the data directly for a particular study objective or project. 

Researchers may get accurate and customized information by using a variety of 

methods to collect this kind of data, including questionnaires, surveys, experiments, 

personal interviews, and observations (Stewart, 2025). 

 

Primary data is more reliable than secondary data. It directly addresses the problems or 

hypothesis being studied because it is gathered with the goals and enquiries of the study 

in mind. Therefore, this direct relationship improves both the reliability and precision 

of the study results as there is no dilution or omission of crucial information pertinent 

to the research issue. It also provides novel insights that are directly relevant to the 

current study question (Stewart, 2025). Besides that, primary data is current data, 

whereas secondary data is historical data (Ajayi, 2023). It always offers the most up-

to-date information. This feature makes it particularly useful and important in rapidly 

changing sectors or research that need real-time information. Green financing is a 

growing field. Primary data collection can guarantee that the results are up to date and 

represent current facts and perspectives among SME stakeholders. However, secondary 

data could potentially be out of date or might not correspond to current trends. 

Therefore, researchers may make innovative discoveries and reach novel conclusions 

through investigating primary data, which greatly advances their area of study (Stewart, 

2025).   
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3.2.2 Quantitative Research 

 

Quantitative research is a method of study that uses natural science techniques to 

generate statistical data and objective truths.  It seeks to demonstrate the causal 

connection among two variables by mathematical, computational, and analytical tools. 

It is also referred to as empirical research due to its capacity for reliable and accurate 

measurement.  The information gathered can be categorized, ranked, or measured using 

various components of measurement. It also facilitates the construction of tables and 

charts from raw data, hence simplifying the analysis of findings for the researcher 

(Ahmad et al., 2019). Besides, researchers will elucidate the relationships between 

variables and articulate them in the form of hypothesis or questions in quantitative 

research (Creswell & Creswell, 2003). 

 

In this study, quantitative research is more appropriate for determining the factors 

affecting the adoption of green financing among SMEs, in contrast to qualitative 

research. This is because it could facilitate the methodical gathering and analysing of 

mathematical information to recognize trends and correlations among variables. 

Additionally, it utilizes instruments such as questionnaires, observations, and surveys 

(Ahmad et al., 2019). Therefore, researchers can collect data from a substantial number 

of SMEs through these tools in order to enhance the accuracy of the results. Moreover, 

this method also enables statistical testing of hypothesis and the assessment of the 

significance and relevance of numerous variables that could impact the adoption of 

green financing by SMEs in Malaysia. It also facilitates the comparison of adoption 

behaviour throughout several sectors, geographic regions, or company scales. 

 

 

3.3 Data Collection Method 
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The collecting of data is a crucial phase in any research activities. It was significant 

due to the potential for generating explanations and the ways in which the information 

collected is applied. (Paradis et al., 2016). For this study, we selected to use the primary 

data in order to meet the research purpose. 

 

 

3.3.1 Questionnaire 

 

This study used the questionnaire method. This data collection method is common in 

large surveys. This strategy is utilised by researchers, individuals, corporate and public 

enterprises, and governmental entities. A questionnaire is a prearranged collection of 

enquiries presented to a group of respondents. This instrument is effective at gathering 

information from numerous individuals.  It enables researchers to gather standardised 

data in an organised and methodical way, which is essential for guaranteeing response 

comparability. Questionnaires are suitable for obtaining information from individuals 

located across the country and difficult to reach in person. A questionnaire must have 

a concise description of the research topic (Mazhar et al, 2021). This kind of clarity 

aids participants in comprehending the background and goal of the research, potentially 

improving the standard of their answers. Additionally, this study will collect data from 

responders via the internet. This is due to its capacity to ensure an extremely short 

period for response gathering, saving both time and costs. Online distribution also 

makes it easier for people to access, since they can reply whenever it is convenient for 

them using any digital device. According to Lefever et al (2006), online data collecting 

safeguards against data loss and facilitates the transmission of data into a database for 

analysis. Moreover, digital collection techniques diminish the probability of human 

entry inaccuracies, thereby enhancing the overall reliability of the information. Certain 

studies believe that using a web survey ensures a possibly superior response rate. This 

can be linked to the convenience of participation and the less intrusive characteristics 

of online formats in comparison to in-person or telephone surveys. 
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3.4 Sampling Design 

 

 

3.4.1 Target Population 

 

The target population is the precise group of people that a researcher wants to 

investigate and from which they draw a conclusion. Findings from a sample are only 

valid for this specific group, and expanding them outside the target population without 

suitable sampling processes is scientifically invalid (Banerjee & Chaudhury, 2010). In 

summary, results apply only to the community from which the sample was obtained, 

not to everyone (Banerjee & Chaudhury, 2010). 

  

The purpose of this study is to evaluate the determinants that affect Malaysian SMEs' 

use of green financing. SME owners, financial managers, financial decision-makers, 

and finance personnel are frequently the primary actors in financial decision-making 

inside their organisations. They are directly responsible for assessing funding options, 

including the examination of green finance programs. Because of their responsibilities, 

they have extensive knowledge of their organisation's financial goals and priorities. 

Furthermore, they are likely to have a practical awareness of how financial decisions 

interact with operational goals and environmental obligations, making them valuable 

participants in our study. According to official records (refer Appendix 1), there are 

334,304 SMEs in Malaysia. Therefore, the target population of this study is completely 

made up of all Malaysian SME owners, financial managers, financial decision-makers, 

and finance staff. 
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3.4.2 Sampling Location 

  

The sample site is the location where data was collected. Because the target 

demographic consists of Malaysian SMEs owners, financial managers, financial 

decision-makers, and finance staff, the sampling was conducted across Malaysia to 

represent the national SME population. 

 

  

3.4.3 Sampling Technique 

 

Sampling is the process of selecting a representative subset of a larger population for 

research purposes. It enhances a study's accuracy and efficiency while also impacting 

how well the findings may be generalised (Showkat & Parveen, 2017). Sampling is 

classified into two types which are probability sampling and non-probability 

sampling.  In probability sampling, each individual in the population has a known and 

equal chance of being chosen, increasing the probability that the sample represents the 

population (Showkat & Parveen, 2017). In contrast, non-probability sampling relies on 

non-random methods, where participants are chosen based on convenience or the 

researcher’s judgment (Showkat & Parveen, 2017).  

 

The data used in this study was collected using questionnaires designed to investigate 

the significance factors that will influence SMEs green finance adoption decisions. In 

this study, owners, financial managers, financial decision-makers, and finance staff of 

Malaysian SMEs were picked using the Targeted Sampling. Targeted sampling is a 

non-probability strategy in which researchers focus on certain places or groups based 

on prior knowledge, such as known infection sites (Mayfield et al., 2024). This strategy 

varies from random sampling in that it focuses attention on areas where difficulties are 
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already known to exist, so it may be a more efficient and cost-effective technique, 

allowing for faster detection of infected individuals and hotspots. Furthermore, it 

provides useful information that might help to build more targeted and successful 

interventions (Mayfield et al., 2024).  

 

In summary, this study used targeted sampling to reach persons directly involved in 

financial decision-making within Malaysian SMEs. This technique not only improved 

the relevance and quality of the data obtained, but also allowed for a more focused 

investigation of the factors impacting green finance adoption. By exploiting prior 

knowledge to drive participant selection, the study provides useful insights that might 

inform more effective methods and interventions for encouraging sustainable financial 

behaviours. 

 

  

3.4.4 Sampling Size 

 

The sample size is determined using the table from Krejcie and Morgan (1970) study, 

which is based on the "Table for Determining Sample Size from a Given Population" 

(refer to Appendix 2). According to Appendix 1 there are 334,304 SMEs in Malaysia, 

which means our target population will be 334,304 respondents who have the 

responsibility for Malaysian SMEs financial goals and decisions. Based on the table, a 

minimum of 384 responders are required as the sample size.  

 

 

3.5 Research Instrument 

 

 



 Determinants of Green Financing Adoption Among Small and Medium-Sized Enterprises 
(SMEs) in Malaysia   

 

Page 65 of 142 
 

3.5.1 Scale of Measurement 

 

Measurement scales are crucial in data analysis as they function as the foundation for 

statistical evaluation. Statistical analysis, whether descriptive or inferential, depends on 

measurement scales. Consequently, recognizing the various scales of measurement and 

their uses is the foundational aspect of quantitative coding and data analysis (Idika et 

al., 2023).  

 

 

3.5.1.1 Nominal Scale 

 

Nominal scales apply numerical values to categorize observations or events based on a 

shared or common qualitative characteristic (Idika et al., 2023). The nominal scale uses 

numbers randomly in contrast to other scales that employ numbers more quantitatively. 

Other than that, variables that cannot be sorted in either ascending or descending order 

are labelled using a nominal scale. Nominal scales, like gender, have two or more 

categories, but there is no inherent arrangement among them (Shukla, 2023). 

 

Nominal scale examples in this study: 

Gender: 

( ) Male   ( ) Female 

 

 

3.5.1.2 Likert scale 
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According to Kusmaryono et al. (2022), Likert scale as a method for data collection 

aimed at measuring qualitative data. This questionnaire uses the Likert scale method 

for the survey. The Likert scale is straightforward to construct and is likely to provide 

a highly reliable measurement tool. Additionally, from the respondents perspective, it 

is simple to read and complete. 5-point rating scales reduce confusion and enhance 

response rates (Taherdoost, 2019). According to Østerås et al. (2008), a five-point scale 

enhances respondents' psychometric effectiveness and patient acceptability. 

Consequently, it is anticipated that the Likert scale will enhance the accuracy and 

reliability of the data gathered for this study. 

 

Likert scale examples in this study: 

Statement Strongly 

disagree 

Disagree Neutral Agree Strongly 

Agree 

SMEs plan to expand their 

use of green financing in 

future projects. 

1 2 3 4 5 

 

 

3.5.2 Questionnaire Design 

 

Designing a questionnaire is an important stage in the effective development of any 

survey. In order to ensure that the correct information is gathered from respondents, 

that the data obtained is of high quality, and that all subsequent parts of the survey may 

proceed as easily as possible, it is crucial to have a well-designed questionnaire 

(Gourlay et al., 2021). 

 

Table 3.1: 
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 Summary of Measures used for Present Study 

Variables Method No. of 

Statements 

Statement description 

Dependent 

Variable: 

SMEs Green 

Financing 

Adoption 

Adapted 

from 

Kariuki 

(2023) 

1 Statement Q1e. The cost of adopting green 

finance is affordable.  

Self-

designed 

4 Statements Q1a. SMEs actively seek 

opportunities to invest in 

environmentally sustainable 

projects. 

Q1b. Current green financing 

products are effective in meeting 

SMEs' needs.  

Q1c. SMEs are aware of the 

financial benefits of adopting green 

practices. 

Q1d. SMEs plan to expand their use of 

green financing in future projects. 

Independent 

Variable 1: 

Government 

Support 

Adapted 

from 

Kariuki 

(2023) 

4 Statements Q2a. Government policies support 

SMEs access to green financing. 

Q2b. Government regulations 

encourage green practices within 

SMEs. 

Q2c. Government programs 

provide sufficient resources to 

facilitate SMEs adopt 

green financing. 
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Q2d. Government has offered several 

incentives to facilitate SMEs adopt 

green financing. 

Self-

designed 

1 Statement Q2e. Government policies for green 

financing are clearly defined. 

Independent 

Variable 2: 

Financing 

Information 

Adapted 

from 

Kariuki 

(2023) 

2 Statements Q3a. SMEs have increased their 

awareness of green financing 

opportunities. 

Q3b. SMEs have access to 

sufficient workshops or training on 

green financing. 

Self-

designed 

3 Statements Q3c. SMEs know where to access 

advisory services for green 

financing guidance. 

Q3d. SMEs have received direct 

communication from relevant 

institutions about green financing. 

Q3e. SMEs have a clear 

understanding of the eligibility 

criteria and documentation required 

to apply green financing. 

Independent 

Variable 3: 

Technology 

Adapted 

from 

Appiah-

Kubi et al. 

(2024) 

1 Statement  Q3d. Technology has been utilized 

by SMEs to improve the 

transparency and efficiency of 

sustainability reporting and green 

finance activities. 
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  Self-

designed 

4 Statements   Q3a. SMEs have adopted various 

digital tools, such as analytics, to 

support more informed financial 

decision-making in green finance. 

Q3b. Emerging technologies like 

AI, blockchain, or others have been 

explored and implemented by 

SMEs to enhance sustainability 

initiatives. 

Q3c. SMEs have provided training 

opportunities to employees to 

strengthen their ability to apply 

advanced technologies in green 

finance. 

Q3e. SMEs make use of digital 

platforms to monitor and manage 

their green finance products. 

Independent 

Variable 4: 

Environment

al 

commitment 

Adapted 

from 

Appiah-

Kubi et al. 

(2024) 

1 Statement  Q5b. SMEs regularly implement 

sustainability practices as part of 

their efforts to adopt green finance. 

Self-

designed 

4 Statements  Q5a. SMEs demonstrate a strong 

commitment to developing and 

delivering environmentally 

sustainable products or services. 
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Q5c. SMEs consistently track their 

carbon footprint and take steps to 

reduce it in line with environmental 

goals for green finance adoption. 

Q5d. In daily operations, SMEs 

prioritize environmentally friendly 

materials and resources to support 

sustainability goals through green 

finance. 

Q5e. SMEs’ corporate social      

responsibility frameworks align 

with efforts to enhance access to 

green finance. 

Independent 

Variable 5: 

Corporate 

Governance 

Adapted 

from Ye and 

Dela (2023) 

  1 statement Q6b. SMEs consider environmental 

preservation in green investment 

decisions. 

Adapted 

from 

Khababa 

and Jalingo 

(2023) 

1 statement Q6d. SMEs tend to grow 

sustainability such as incrementing 

energy efficiency and diminishing 

environmental impacts. 

Self-

designed 

3 statements Q6a. Green corporate governance 

positively influences SMEs' access 

to green finance. 

Q6c.SMEs adopt green finance to 

support corporate social 

responsibility (CSR) efforts. 
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Q6e.Strong corporate governance 

has a significant influence on 

SMEs' ability to achieve 

sustainability goals. 

Independent 

Variable 6: 

Production 

 

Self-

designed 

3 statements Q7a. SMEs's production processes 

influence the decision to seek green 

financing, as these are closely tied 

to sustainability goals. 

Q7c. Improving production 

sustainability is crucial for SMEs to 

qualify for green financing. 

Q7e. SMEs’s production challenges 

heavily influence the decision to 

pursue green financing. 

Independent 

Variable 7: 

Company 

Size 

Self-

designed 

4 statements  Q8a. SMEs feel that smaller size 

limits ability to access funding or 

financing options for green 

projects. 

Q8b. SMEs are less likely to apply 

for green finance due to limited 

resources or information, which is 

closely related to their company 

size 

Q8c. SMEs often lack dedicated 

personnel to manage or apply for 

green financing. 

Q8d. It is important for SMEs' size to 

be considered by financial institutions 

when applying for green financing 
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3.6 Data Analysis 

 

Data analysis is the step where the data collected is converted into information. There 

are a variety of techniques to analyse data to get the information, such as the trends and 

relationships. A conclusion can be drawn based on the information extracted (Start, 

2006, as cited in Taherdoost, 2020). This research uses quantitative data analysis. Thus, 

numbers, graphs, equations, and statistics will be generated and interpreted (Alem, 

2020). Activities such as descriptive analysis, reliability test, multicollinearity and 

inferential analysis are conducted.  

 

 

3.6.1 Descriptive Analysis 

 

Descriptive analysis is a fundamental method for analysing and presenting data. It 

summarizes and describes the key features of a dataset. This analysis is generally 

divided into two categories: measures of central tendency and measures of spread. 

Mean is used to represent the central tendency and indicates the average of a dataset. 

Besides, standard deviation as the measure of spread, is used to indicate the level of 

variability in the data (Alem, 2020; Taherdoost, 2020). Respondents' data, which is 

collected from Section A of the questionnaire, will be interpreted using descriptive 

analysis. 

 

 

3.6.2 Reliability Test 
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In each research project, estimating reliability is a critical component. The term 

reliability refers to the consistency of a research study or assessment tool. According 

to Kennedy (2022), research findings are reliable if they can be replicated consistently. 

On the other hand, a significant positive correlation between the same test outcomes 

indicates reliability. The reliability test consists of two distinct meanings, which are 

stability over time and internal consistency (Kline, 2004). 

 

 

3.6.2.1 Pilot Test 

 

According to Hassan et al. (2006), a pilot study is characterised as a small study to test 

research protocols, data collection instruments, sample recruitment strategies, and other 

research techniques in preparation for a larger study. A pilot study is a crucial phase in 

a research project that is carried out to find possible issues and flaws in the protocol 

and research tools before they are used in the main study. Consequently, pilot studies 

do not address a particular research problem but are mostly conducted to avoid 

researchers starting a large-scale study before they have sufficient understanding of the 

proposed method. A trial study is conducted prior to finalising a research design in 

order to help define the research issue or to evaluate the viability, validity, and 

reliability of the suggested study design. If the pilot research shows that the methods 

and procedures are effective, they will be tested on a wider scale (Thabane et al., 2010). 

 

 

3.6.2.2 Cronbach’s alpha 

 

According to Bonett and Wright (2014), Cronbach’s alpha reliability is one of the most 

popular reliability metrics in the social and organisational sciences. Cronbach’s alpha 

is a measure of internal consistency reliability when the measurements represent 
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several questionnaire/test items, which is the most common application. In addition, it 

uses a standardised 0 to 1 scale to quantify the degree of agreement (Frost, n.d.). Greater 

agreement between items is indicated by higher values. The reliability analysis process 

in SPSS Statistics can be used to calculate Cronbach’s alpha. The following table 3.2 

shows Cronbach’s alpha rule of thumb.  

 

Table 3.2:  

Cronbach’s alpha rule of thumb 

Cronbach’s Alpha Internal Consistency 

0.9 ≤ α 

0.8 ≤ α < 0.9 

0.7 ≤ α < 0.8 

0.6 ≤ α < 0.7 

0.5 ≤ α < 0.6 

α < 0.50 

Excellent 

Good 

Acceptable 

Questionable 

Poor 

Unacceptable 

Source: Rungsinanont (2024) 

 

According to the study by Rungsinanont (2024), the reliability level has been presented 

in Table 3.2 above. The value of Cronbach’s alpha is less than 0.5, indicating 

unacceptable internal consistency from the study. The scale with 0.7 is normally a 

benchmark value for Cronbach’s alpha and will be acceptable internal consistency. 

Furthermore, Cronbach’s alpha value between 0.8 and 0.9 reflects good reliability. 

Thus, the scale of Cronbach’s alpha value exceeding 0.9 indicates excellent reliability 

in the study. 
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3.6.3 Multicollinearity Test 

 

Multicollinearity refers to the high intercorrelation between two or more independent 

variables in a multiple regression model. In a statistical model, multicollinearity can 

produce distorted or misleading results when a researcher or analyst attempts to 

determine how well each independent variable can be utilised to predict or explain the 

dependent variable (Hayes, 2024). According to Chan et al. (2022), there are four main 

signs of multicollinearity. The first one is a high coefficient standard error. A variable 

coefficient’s sign may thus deviate from the theory. There will be an inaccurate or 

deceptive description of how the variable affects the output. Furthermore, the outcome 

and predictor variables will have a strong association, but the associated parameter is 

not statistically significant. The final sign indicates that some predictor variables 

correlation coefficients are high when compared to the equation’s overall explanatory 

power, or R². 

 

On the other hand, the most widely used indicator to detect multicollinearity is the 

Variance Inflation Factor (VIF) or Tolerance (TOL). VIF indicates the extent to which 

multicollinearity is inflating the variance of the coefficient estimate. According to 

Daoud (2017), a VIF value equal to 1 indicates not correlated. When VIF is greater 

than 1 and less than 5, it reflects moderate correlation. Hence, a VIF greater than 5 is 

considered highly correlated. Besides, Ahmad et al. (2006) advised examining the 

greatest VIF value. Frequently, a number larger than 10 indicates a multicollinearity 

issue. 

 

In addition, VIF is the reciprocal of TOL. According to Senaviratna and Cooray (2019), 

a tolerance value around zero implies that multicollinearity can be a hazard, whereas a 

tolerance value near one indicates that multicollinearity is minimal. There is no defined 

cutoff value to employ with tolerance to determine the presence of multicollinearity. 

As a rule of thumb, a tolerance of 0.1 or less should raise concern. 
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3.6.4 Inferential Analysis 

 

Inferential statistics is used to make inferences about a population based on data 

collected from a sample (Zulfiqar & Bala, 2016). The sample responses of SMEs are 

generalised to estimate the population's opinion on whether and how the independent 

variables influence the dependent variable in this study.  

 

 

3.6.4.1 Logistic Regression (Logit) 

 

Regression is commonly used in research to examine the relationship between a 

dependent variable and one or more independent variables. It is important to clearly 

define the objective before selecting an appropriate analytical method. Logit is suitable 

for research involving binary outcomes (Hosmer et al., 2013). The logit model is 

applied in this research to assess the likelihood (probability within 0 to 1) of SMEs 

adopting green financing, based on the influence of several independent variables. 

 

The following Logit model is used in this study: 

𝐥𝐧 (
𝒑𝒊

𝟏 − 𝒑𝒊
) = 𝜷𝟎 + 𝜷𝟏𝑮𝒐𝒗𝒕𝒊 + 𝜷𝟐𝑭𝒊𝒏𝒊 + 𝜷𝟑𝑻𝒆𝒄𝒉𝒊 + 𝜷𝟒𝑬𝒏𝒗𝒊 + 𝜷𝟓𝑪𝑮𝒊 + 𝜷𝟔𝑷𝒓𝒐𝒊

+ 𝜷𝟕𝑪𝒐𝒎𝒊 + 𝝁𝒊 

Where  𝑝𝑖  = SME Green Finance Adoption 

𝐺𝑜𝑣𝑡𝑖 = Government Support 

𝐹𝑖𝑛𝑖 = Financing Information 

𝑇𝑒𝑐ℎ𝑖 = Technology 
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𝐸𝑛𝑣𝑖 = Environmental Commitment 

𝐶𝐺𝑖 = Corporate Governance 

𝑃𝑟𝑜𝑖 = Productivity 

𝐶𝑜𝑚𝑖 = Company Size 

𝜇𝑖 = error term 

 

The logit model includes the dependent variable and all the independent variables to 

examine how each factor influences the likelihood of SMEs adopting green financing. 

 

 

3.6.4.2 Likelihood Ratio Test 

 

The Likelihood-Ratio Test is a hypothesis test used to compare two models and 

determine which better fits the data. It contrasts a full (more complex) model with a 

reduced (simpler) model. The null hypothesis states that the reduced model is sufficient, 

while the alternative hypothesis asserts that the full model provides a significantly 

better fit (Statistics How To, n.d.). This test assesses the overall significance of the 

model (serves a similar purpose to the F-test in multiple linear regression). The test is 

used in this study to evaluate whether the inclusion of independent variables 

significantly improves the model predicting SMEs' adoption of green financing. 

 

 

3.6.4.3 Wald Test 

 

The Wald test is used to evaluate the significance of individual parameters in a 

regression model, particularly the coefficients that represent the relationship between 
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the dependent and independent variables (Fathurahman et al., 2019). This approach is 

particularly valuable in logistic regression, where it is used to model a binary outcome 

by relating the probability of an event occurring (coded as 1) or not occurring (coded 

as 0) to the predictor variables. A significant result supports the alternative hypothesis 

that the coefficient differs from zero, suggesting that the corresponding variable has a 

notable influence on the likelihood of the outcome (Ribeiro, 2022). The test is used in 

this study to examine whether an individual independent variable significantly 

influences SMEs' adoption of green financing. 

 

 

3.7 Summary 

 

In summary, this chapter provides an overview of quantitative methodology in the 

study. We primarily collected data using a structured questionnaire. Furthermore, we 

also discussed sampling design, including the target population, sampling location, 

sampling technique, and sample size. The collected data will be analysed using both 

descriptive and inferential analysis. 
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CHAPTER 4: RESEARCH RESULTS 

 

 

4.1 Introduction 

 

This chapter analyses 413 completed survey responses from individuals responsible for 

financial decision-making in Malaysian Small and Medium-Sized Enterprises (SMEs). 

According to Krejcie and Morgan (1970) sample size table, 384 is a sufficient sample 

for the target population of 334,304 SMEs. Sampling was carried out throughout 

Malaysia to ensure that SME owners, financial managers, finance executives, and 

finance staff were represented nationally. Descriptive analysis was used to summarise 

the dataset's important attributes, and a pilot test was done to evaluate the study 

methodology before it was fully deployed. Cronbach's alpha was used to test the 

reliability of the measurement scales. A multicollinearity test was used as part of the 

preliminary screening to find any substantial intercorrelations between independent 

variables. Finally, inferential analysis was performed using logistic regression (logit), 

which was supported by the Likelihood Ratio Test to assess model significance and the 

Wald Test to evaluate individual predictors. 

 

 

4.2 Data Description 

 

This section provides a descriptive overview of the collected data. Tables and charts 

are used to summarize the key findings, making it easier to understand the 

characteristics and patterns within the dataset. 
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4.2.1 Respondents’ Demographic Profile 

 

Table 4.1:  

Descriptive Analysis for Gender 

Gender Frequency Percent (%) 
Cumulative 

Frequency 

Cumulative 

Percent (%) 

Male 223 54 223 54 

Female 190 46 413 100 

 

According to Table 4.1, a total of 413 respondents participated in the survey. The 

findings show that males comprise 54% or 223 respondents, while females comprise 

46% or 190 respondents. Consequently, the analysis indicates that the survey had a 

higher number of male participants than female participants. 

 

Table 4.2:  

Descriptive Analysis for Position  

Position Frequency Percent (%) 
Cumulative 

Frequency 

Cumulative 

Percentage (%) 

Owner 7 2 7 2 

Financial 

Decision Maker 
25 6 32 8 
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Finance 

Manager 
147 36 179 43 

Finance Staff 234 57 413 100 

 

This table shows 4 positions which are owner, financial decision maker, finance 

manager, and finance staff. The results show that 2% (7 out of 413) respondents are 

owners, 6% (25 out of 413) respondents are financial decision makers, 36% (147 out 

of 413) respondents are finance managers, and 57% (234 out of 413) are finance staff.  

 

Table 4.3:  

Descriptive Analysis for Company Adopt Green Financing 

Company adopt 

green financing 
Frequency Percent (%) 

Cumulative 

Frequency 

Cumulative 

Percent (%) 

Yes 86 21 86 21 

No 327 79 413 100 

 

Tables as well as figures show that the majority of companies, 79% (327 out of 413) 

do not adopt green financing while 21% (86 out of 413) of the companies adopt green 

financing.  

 

4.2.2 Central tendencies and Dispersion Measurement of Constructs 

 

Table 4.4:  
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Central Tendencies Measurement of SMEs Green Financing Adoption 

DV: SMEs Green Financing Adoption 

Question 
Sample 

Size, N 
Mean 

Mean 

Ranking 

Standard 

Deviation 

Standard 

Deviation Ranking 

Q1a 413 2.220 4 1.325 2 

Q1b 413 2.368 2 1.292 3 

Q1c 413 2.145 5 1.275 4 

Q1d 413 2.588 1 1.147 5 

Q1e 413 2.225 3 1.333 1 

 

Question related to SMEs green financing adoption was examined. Referring to table 

4.4, Q1d experiences the highest mean at 2.588 with the lowest standard deviation at 

1.147. Next, Q1b has the second highest mean at 2.368 with the third highest standard 

deviation at 1.292. Furthermore, Q1c has the lowest mean at 2.145 with the fourth- 

ranked standard deviation at 1.275.  

 

Table 4.5:  

Central Tendencies Measurement of Government Support Towards GF Adoption 

IV1: Government support 

Question 
Sample 

Size, N 
Mean 

Mean 

Ranking 

Standard 

Deviation 

Standard 

Deviation Ranking 

Q2a 413 2.373 4 1.387 1 

Q2b 413 2.419 3 1.183 3 

Q2c 413 2.489 1 1.161 4 



 Determinants of Green Financing Adoption Among Small and Medium-Sized Enterprises 
(SMEs) in Malaysia   

 

Page 83 of 142 
 

Q2d 413 2.310 5 1.307 2 

Q2e 413 2.487 2 1.144 5 

 

According to Table 4.5, Government support-related questions were assessed. The 

highest mean was Q2c at 2.489, followed by Q2e at 2.487 whereas Q2d had the lowest 

mean at 2.310. Q2a had the highest standard deviation at 1.387, while Q2e had the 

lowest at 1.144. 

 

Table 4.6:  

Central Tendencies Measurement of Financing Information Towards GF Adoption 

IV2: Financing Information 

Question 
Sample 

Size, N 
Mean 

Mean 

Ranking 

Standard 

Deviation 

Standard 

Deviation Ranking 

Q3a 413 2.344 3 1.226 4 

Q3b 413 2.363 2 1.284 3 

Q3c 413 2.213 4 1.381 2 

Q3d 413 2.576 1 0.986 5 

Q3e 413 2.191 5 1.397 1 

 

Table 4.6 presents the respondents’ views on financing information. Q3b had the 

second-highest mean at 2.363, and Q3d had the highest at 2.576. In Q3e, the mean was 

the lowest at 2.191. Regarding dispersion, Q3d had the lowest standard deviation 

(0.986) and Q3e the greatest (1.397). 

 

Table 4.7: 
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 Central Tendencies Measurement of Technology Towards GF Adoption  

IV3: Technology 

Question 
Sample 

Size, N 
Mean 

Mean 

Ranking 

Standard 

Deviation 

Standard 

Deviation Ranking 

Q4a 413 2.288 5 1.361 1 

Q4b 413 2.291 4 1.317 2 

Q4c 413 2.574 2 1.118 5 

Q4d 413 2.390 3 1.283 3 

Q4e 413 2.622 1 1.186 4 

 

Based on the data in Table 4.7, Q4e had the highest mean (2.622) among the 

technology-related responses, followed by Q4c (2.574). The lowest mean was Q4a at 

2.288. The highest standard deviation was seen in Q4a at 1.361, while the lowest was 

in Q4c at 1.118. 

 

Table 4.8:  

Central Tendencies Measurement of Environment Commitment Towards GF Adoption 

IV4: Environment Commitment 

Question 
Sample 

Size, N 
Mean 

Mean 

Ranking 

Standard 

Deviation 

Standard 

Deviation Ranking 

Q5a 413 2.479 2 1.163 4 

Q5b 413 2.554 1 1.132 5 

Q5c 413 2.327 5 1.189 2 

Q5d 413 2.433 3 1.180 3 
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Q5e 413 2.407 4 1.265 1 

 

According to Table 4.8, environmental commitment responses show that Q5b had the 

highest mean (2.554), followed by Q5a (2.479). Q5c's mean of 2.327 was the lowest. 

The Q5e standard deviation was the highest at 1.265, while the Q5b standard deviation 

was the lowest at 1.132. 

 

Table 4.9:  

Central Tendencies Measurement of Corporate Governance Towards GF Adoption 

IV5: Corporate Governance 

Question 
Sample 

Size, N 
Mean 

Mean 

Ranking 

Standard 

Deviation 

Standard 

Deviation Ranking 

Q6a 413 2.310 4 1.364 1 

Q6b 413 2.642 1 0.972 5 

Q6c 413 2.303 5 1.295 2 

Q6d 413 2.332 3 1.273 3 

Q6e 413 2.448 2 1.185 4 

 

Questions related to corporate governance follow. Table 4.9 shows Q6b has the highest 

mean at 2.642, Q6e has the second highest mean at 2.448, Q6c has the lowest mean at 

2.303. The lowest standard deviation was seen in Q6b at 0.972, while Q6a was the 

highest at 1.364. 

 

Table 4.10:  

Central Tendencies Measurement of Production Towards GF Adoption 
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IV6: Production 

Question 
Sample 

Size, N 
Mean 

Mean 

Ranking 

Standard 

Deviation 

Standard 

Deviation Ranking 

Q7a 413 3.823 3 1.189 1 

Q7c 413 4.162 2 1.027 2 

Q7e 413 4.223 1 1.002 3 

 

Based on Table 4.10, Q7e has the highest mean at 4.223 with the third-ranked standard 

deviation at 1.002. After that, Q7a has the lowest mean at 3.823 with the highest 

standard deviation at 1.189. Furthermore, the mean and standard deviation of Q7c is 

second-ranked, which are 4.162 and 1.027.   

 

Table 4.11:  

Central Tendencies Measurement of Company Size Towards GF Adoption 

IV7: Company Size 

Question 
Sample 

Size, N 
Mean 

Mean 

Ranking 

Standard 

Deviation 

Standard 

Deviation Ranking 

Q8a 413 3.990 1 1.252 1 

Q8b 413 3.775 3 1.189 3 

Q8c 413 3.845 2 1.170 4 

Q8d 413 3.676 4 1.199 2 

 

As demonstrated on Table 4.11, Q8a has the highest mean (3.990), followed by Q8c 

(3.845). The lowest mean among the production is Q8d (3.676). The highest standard 

deviation is Q8a (1.252), and the lowest is Q8c (1.170).  
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4.3 Data Analysis 

 

Data analysis is the essential component of research that increases the effectiveness of 

the study’s findings. It involves gathering, converting, cleansing, and modelling data 

in order to get the necessary information. It helps the researcher come to a conclusion 

in a study. Therefore, it would be an understatement to say that data analysis is crucial 

to research. Hence, data analysis is essential to this process since it gives important 

judgements a solid foundation and aids in the creation of a comprehensive dissertation 

proposal (Alem, 2020). SPSS software is employed for a variety of data analytics, 

including descriptive analysis, reliability test, multicollinearity test, and inferential 

analysis. 

 

 

4.3.1 Pilot Test Analysis 

 

In this study, a pilot test is conducted with the first 30 responses collected from Google 

Form.  The pilot test is conducted with one dependent variable and seven independent 

variables using SPSS’s reliability analysis. Table 4.12 shows the pilot test’s reliability 

analysis.  

 

Table 4.12:  

Result of Pilot Test 

Number of 

Variables 
Number of Items 

Cronbach’s 

Alpha 
Reliability Test 



 Determinants of Green Financing Adoption Among Small and Medium-Sized Enterprises 
(SMEs) in Malaysia   

 

Page 88 of 142 
 

8 37 0.963 Excellent 

 

According to Table 4.12, the overall Cronbach’s Alpha is greater than 0.9, showing 

that the eight variables provide excellent reliability test results. It signifies that all data 

is reliable and passes the pilot test. 

 

 

4.3.2 Reliability Test Analysis 

 

Reliability test is used to ensure the research study is consistent and reliable. 

Cronbach’s Alpha rule of thumb is followed to identify the reliability level. 30 

respondents were selected to run the test by using SPSS’s reliability analysis. 

 

Table 4.13:  

Summary of Reliability Analysis of Dependent and Independent Variables 

Name of the Variables Number of 

Items 

Cronbach’s 

Alpha 

Reliability 

Test 

SMEs Green Financing 

Adoption 

5 0.944 Excellent 

Government Support 5 0.953 Excellent 

Financing Information 5 0.902 Excellent 

Technology 5 0.949 Excellent 

Environmental 

Commitment 

5 0.937 Excellent 

Corporate Governance 5 0.961 Excellent 
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Production 3 0.872 Good 

Company Size 4 0.781 Acceptable 

 

From Table 4.13, the dependent variable shows excellent reliability, with a Cronbach’s 

alpha of 0.961, which is greater than 0.9. In addition, the independent variables of 

government support, financing information, technology, environmental commitment, 

and corporate governance also indicated excellent reliability, which is over 0.9. Besides, 

the independent variables of production and company size demonstrate good and 

acceptable reliability, since their Cronbach’s Alpha is less than 0.9 and 0.8, respectively. 

All of the variables are generally considered dependable because their values are 

greater than 0.7. 

 

 

4.3.3 Multicollinearity Test 

 

A multiculturality test is carried out to determine if there is a high correlation between 

two or more independent variables in the regression model (Kariuki, 2023). The 

presence of multicollinearity among independent variables can lead to diminished 

reliability in statistical inferences (Hayes, 2024). The Variance Inflation Factor (VIF) 

and Tolerance (TOL) are often used to identify multicollinearity problems. A VIF value 

of 1 means that there is no correlation between two independent variables. If VIF is 

between 1 and 5, it suggests a moderate level of correlation. A VIF exceeding 5 

indicates a high correlation. Hence, a VIF value of 10 signifies the existence of a 

multicollinearity issue. Besides that, if the tolerance value is less than 0.1 or near 0, 

multicollinearity is present (Daoud, 2017). 

 

Table 4.14.:  

Result of Multicollinearity Test 
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Independent Variable 

  

Collinearity Statistics 

VIF Tolerance 

Government Support 9.476 0.106 

Financing Information 9.691 0.103 

Technology 9.354 0.107 

Environmental Commitment 8.549 0.117 

Corporate Governance 7.868 0.127 

Production 1.703 0.587 

Company Size 2.751 0.363 

 

According to Table 4.14, the VIF values for the variables of government support, 

financing information, technology, environmental commitment, corporate governance, 

production, and company size are 9.476, 9.691, 9.354, 8.549, 7.868, 1.703, and 2.751 

respectively. On the other hand, the tolerance values for the independent variables are 

0.106, 0.103, 0.107, 0.117, 0.127, 0.587, and 0.363 respectively. The VIF value of all 

independent variables is less than 10, while the tolerance value of all independent 

variables is greater than 0.1. As a result, there is no serious multicollinearity problem 

that occurs in this study. 

 

 

4.3.4 Logistic Regression (Logit) 

 

This research uses a binary logit model to express how the independent variables (i.e. 

government support, financing information, technology, environment commitment, 

corporate governance, production and company size) influence the likelihood that 

Malaysia SMEs will adopt green finance. 
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Table 4.15:  

Result of Logistic Regression 

Independent Variable 
Logistic 

coefficient (β) 

Standard 

Error 

Odds Ratios 

(Exp (B)) 

Government Support 0.474 0.368 1.606 

Financing Information 0.852 0.355 2.345 

Technology 0.114 0.378 1.121 

Environmental Commitment 0.891 0.353 2.438 

Corporate Governance 0.171 0.358 1.186 

Production -0.419 0.268 0.658 

Company Size -0.731 0.269 0.481 

Constant -4.706 1.784 0.009 

 

The following Logit model is the estimated based on the SPSS results from the survey 

data: 

𝒍𝒏 (
𝒑𝒊

𝟏 − 𝒑𝒊
) = −𝟒. 𝟕𝟎𝟔 + 𝟎. 𝟒𝟕𝟒𝑮𝒐𝒗𝒕𝒊 + 𝟎. 𝟖𝟓𝟐𝑭𝒊𝒏𝒊 + 𝟎. 𝟏𝟏𝟒𝑻𝒆𝒄𝒉𝒊 + 𝟎. 𝟖𝟗𝟏𝑬𝒏𝒗𝒊

+ 𝟎. 𝟏𝟕𝟏𝑪𝑮𝒊 − 𝟎. 𝟒𝟏𝟗𝑷𝒓𝒐𝒊 − 𝟎. 𝟕𝟑𝟏𝑪𝒐𝒎𝒊 + 𝝁𝒊 

Where  𝑝𝑖  = SMEs Green Financing Adoption 

𝐺𝑜𝑣𝑡𝑖 = Government Support 

𝐹𝑖𝑛𝑖 = Financing Information 

𝑇𝑒𝑐ℎ𝑖 = Technology 

𝐸𝑛𝑣𝑖 = Environmental Commitment 

𝐶𝐺𝑖 = Corporate Governance 
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𝑃𝑟𝑜𝑖 = Productivity 

𝐶𝑜𝑚𝑖 = Company Size 

𝜇𝑖 = error term 

 

Based on Table 4.15, five independent variables show a positive ln-odds ratio in 

relation to SMEs green finance adoption, which are government support, financing 

information, technology, environment commitment and corporate governance. Each 1-

point increase in government support increases the ln-odd ratio of an SME adopting 

green finance by 0.474, which is equivalent to an increase in the odds by 1.606 times. 

Similarly, a one-point increase in financing information raises the log-odds by 0.852, 

or 2.345 times the odds. Technology, Environmental Commitment, and Corporate 

Governance, each one-point increase leads to ln-odds increases of 0.114, 0.891, and 

0.171 respectively, translating to odds increases of 1.121, 2.438, and 1.186 times. 

 

Despite that, productivity and company size are having negative ln-odd ratio to green 

financing adoption among Malaysia SMEs. A 1-point increase in productivity reduces 

the log-odds of green finance adoption by 0.419, which is equivalent to a decrease in 

the odds by a factor of 0.658. Besides, 1-point increase in Company size reduces 0.731 

ln-odd ratio or increases 0.481 odds of green finance adoption. 

 

 

4.3.5 Likelihood Ratio Test 

 

The Likelihood ratio test is used to assess the overall significance of the estimated logit 

model. It assesses whether the included independent variables significantly enhance the 

model’s ability to predict the adoption of green finance among SMEs. 
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Table 4.16: 

 Result of Likelihood Ratio 

  Chi-square df Significance 

Model 257.162 7 < 0.001 

 

The null hypothesis for likelihood ratio is that the simpler model can well predict the 

dependent variable rather than a full model (Statistics How To, n.d.). A model is said 

to be overall significant when it is able to reject its null hypothesis with p-value smaller 

than the significance level, 0.05. Based on Table 4.16, the p-value (< 0.001) is smaller 

than the significance level, thus the estimated logit model is significant to explain the 

adoption of green finance among SMEs. 

 

 

4.3.6 Wald Test 

 

Wald test examines the significance of individual coefficients within a regression 

model, particularly in logistic regression for binary outcomes (Fathurahman et al., 

2019). A significant result suggests that a predictor variable substantially affects the 

probability of the event occurring (Ribeiro, 2022). Therefore, the Wald test is used in 

this research to ascertain the significant impact of each independent variable on SMEs' 

adoption of green finance. 

 

Table 4.17:  

Result of Wald Test 

Independent Variable P-value 
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Government Support 0.198 

Financing Information 0.016 

Technology 0.762 

Environmental Commitment 0.012 

Corporate Governance 0.634 

Production 0.118 

Company Size 0.007 

 

A significant independent variable has a p-value lower than the significance level, 0.05. 

Based on Table 4.17, the p-value for government support, technology, corporate 

governance and production have a p-value of 0.198, 0.762, 0.634 and 0.118. These p-

values are greater than the significance level. Thus, it suggests that government support, 

technology, corporate governance and production do not substantially influence the 

adoption of green finance among SMEs. 

 

In contrast, financing information, environmental commitment and company size are 

regarded as significant predictors of green financing adoption, as their p-value, 0.016, 

0.012 and 0.007 respectively, are lesser than the significance level.  
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Figure 4.1. The diagram shows the relationship between dependent variable and 

independent variables.   

 

 

4.4 Summary 

 

In summary, the scores of the questionnaire are reliable. There is no severe problem of 

multicollinearity. The logit model is formed. Wald test shows that only three 

independent variables –financing information, environmental commitment, and 

company size are significantly linked to green finance adoption. Government support, 

technology, corporate governance, and production are insignificantly related to green 

finance adoption. A detailed discussion will be presented in Chapter 5.  
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CHAPTER 5: DISCUSSION AND CONCLUSION 

 

 

5.1 Introduction 

 

In this chapter, the research results will be explored and analysed. The first section of 

chapter 5 discusses the major findings for all independent variables. Next, the 

implications and limitations of the study are addressed. Furthermore, the 

recommendations for future research are provided in the subsequent section. Lastly, the 

chapter ends with a summary of the study. 

 

 

5.2 Discussion on Major Findings 

 

Dependent 

Variable 

Independent 

variable 

Result Conclusion 

Green Finance 

Adoption among 

SMEs in 

Malaysia 

IV1: 

Government 

Support 

Positive & 

Insignificant 

Reject H1: There is no 

significant relationship between 

government support and SMEs 

green financing adoption. 

IV2: 

Financing 

Information 

Positive & 

Significant 

H2: There is a significant 

relationship between financing 

information and SMEs green 

financing adoption. 
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IV3: 

Technology 

Positive & 

Insignificant 

Reject H3: There is no 

significant relationship between 

technology and SMEs green 

financing adoption. 

IV4: 

Environmental 

Commitment 

Positive & 

Significant 

H4: There is a significant 

relationship between 

environmental commitment and 

SMEs green financing 

adoption. 

IV5: 

Corporate 

Governance 

Positive & 

Insignificant 

Reject H5: There is no 

significant relationship between 

corporate governance and 

SMEs green financing 

adoption. 

IV6: 

Production 

Negative & 

Insignificant 

Reject H6: There is no 

significant relationship between 

production and SMEs green 

financing adoption. 

IV7: 

Company Size 

Negative & 

Significant 

H7: There is a significant 

relationship between company 

size and SMEs green financing 

adoption. 

 

Financing information, environmental commitment and company size are significant 

in affecting Malaysia Small and Medium Sized Enterprises (SMEs) green financing 

information, while government support, technology, corporate governance and 

production are insignificant in determining the adoption. 
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5.2.1 Government Support 

 

Government support denotes the government initiatives that encourage SMEs to adopt 

green financing. It includes regulations, policies and incentives set by the government 

on both the economic and environmental sides (Kariuki, 2023). The Malaysia 

government's support for green financing including the Renewable Energy Act 2011, 

Green Technology Financing Scheme (GTFS) and Green Investment Tax Allowance 

(GITA). 

 

This research exhibits that government support has a positive but insignificant 

relationship with influencing Malaysian SMEs to adopt green financing. It is consistent 

with Debrah et al. (2024), which states that regulatory incentives are not the principal 

force of green finance adoption. Nevertheless, it is inconsistent with Kariuki (2023), 

Kumar et al. (2022), OECD (2019) and Khan et al. (2022) studies, which suggest that 

government efforts critically shape the adoption. 

 

Owing to the fact that Malaysia faces a funding shortfall, the effectiveness of 

government support in driving green finance adoption remains limited. According to 

MGTC (2020), Fraziali Ismail, Assistant Governor of the Central Bank of Malaysia, 

said one of the most critical issues is the mismatch between funding demand and supply, 

as well as information asymmetry. While there is now a stronger demand for green 

financing, it is not matched by the supply side. For instance, the RM2 billion to RM5 

billion allocated under the GTFS for the renewable energy sector falls far below the 

estimated RM33.5 billion needed by 2025 (MGTC, 2020). This significant funding gap 

underscores the limitations of public financing in addressing the scale of investment 

required, especially for SMEs. Consequently, although government initiatives are in 

place, their constrained scale and limited accessibility have diminished their 

effectiveness in promoting widespread adoption of green finance among SMEs. Thus, 
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the government must collaborate with the financial sector to mobilize private funding, 

align investment priorities, and close the existing financing gap. 

 

 

5.2.2 Financing Information 

 

Financing information refers to SMEs’ awareness and access to green finance, along 

with their financial preparedness, which depends on whether SMEs receive sufficient 

information and guidance from financial institutions. 

 

This study found that financing information has a positive and significant relationship 

with green financing adoption among SMEs in Malaysia. It is consistent with PAGE 

(2021), Kumar et al. (2022), Kariuki (2023), Enejo and Ojabo (2023) and Wang (2024) 

studies which expressing the importance of financing information from supply and 

demand side. 

 

Many SMEs are increasingly aware of environmental issues and are committed to 

support Malaysia’s Net Zero ambition. However, despite their intentions, most face 

significant challenges in securing the funds needed to acquire green technologies and 

assets. This financial constraint often stems not only from limited access to capital but 

also from a lack of clear and reliable information about available financing options. 

Accessing to sufficient and accurate financing information is essential to empower 

SMEs to make informed decisions. Receiving tailored guidance from financial 

institutions is particularly crucial, as green finance typically involves technical 

terminology, complex eligibility requirements, and extensive documentation that can 

be overwhelming for smaller businesses to navigate without expert support (Kumar et 

al., 2022). Clear and effective information conveyed from banks and financial 

institutions builds trust, enhances transparency, and reduces uncertainty, thereby 

increasing SMEs' confidence to engage in green finance. 
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5.2.3 Technology 

 

Technology encompasses the utilisation of digital tools, systems, and innovations, 

including artificial intelligence, data analytics, and cloud computing, to enhance 

operational efficiency, inform strategic decision-making, and achieve sustainability 

objectives.  

 

This study's findings indicate that technology does not significantly influence the 

adoption of green financing among SMEs in Malaysia. This result contrasts with Saeedi 

and Ashraf (2024), Anwar et al. (2024), Muganyi et al. (2021), Huang et al. (2024), 

Appiah-Kubi et al. (2024) that highlighted technology as a crucial facilitator of 

sustainable business practices. Nonetheless, the negligible outcome in this context may 

indicate the persistent difficulties that Malaysian SMEs encounter in adopting and 

employing technology specifically for green finance objectives. 

 

Kamaruddin et al. (2024) observed that the adoption of technology among Malaysian 

SMEs is comparatively low, with merely 10 to 15 percent of firms actively employing 

advanced technological solutions like Industry 4.0. Numerous SMEs persist in 

encountering challenges such as financial limitations, insufficient technical proficiency, 

and inadequate digital infrastructure, especially in rural regions. These constraints 

impede their capacity to utilise technology efficiently for green finance initiatives, 

including sustainability reporting, monitoring environmental performance, or obtaining 

environmentally related funding. Jaish et al. (2023) observed that while certain SMEs 

have initiated the digitalisation of their operations, numerous entities face challenges 

such as elevated costs, inadequate planning, and a lack of skilled personnel, hindering 

the incorporation of digital tools into green finance decision-making. 

 

Although technology's capacity to enhance green financing through increased 

transparency, improved data management, and facilitation of compliance with 
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sustainability standards, the existing digital readiness of Malaysian SMEs may 

elucidate the negligible relationship identified in this study. The absence of accessible 

digital infrastructure and capabilities hinders numerous SMEs from utilising 

technology for financial sustainability. To advance, it may be essential to intensify 

efforts to improve digital skills, broaden internet accessibility, and offer specialised 

support and training for technology to significantly influence the adoption of green 

finance among SMEs in Malaysia. 

 

 

5.2.4 Environmental Commitment 

 

Environmental commitment denotes an organisation's dedication to integrating 

environmental considerations into its decision-making processes, operations, and long-

term objectives.  

 

This study identifies environmental commitment as positively and significantly 

influencing the adoption of green financing among SMEs in Malaysia which consistent 

with Appiah-Kubi et al. (2024), Mohd and Kaushal (2018), Wang et al. (2023), Rahman 

et al. (2024), Alay (2024) that highlight the impact of sustainability values on corporate 

financing behaviour. When SMEs prioritise eco-friendly practices and integrate them 

into their daily operations, they are more inclined to pursue financial solutions that 

align with their environmental goals. Appiah-Kubi et al. (2024) assert that SMEs 

demonstrating robust environmental commitment are more likely to embrace green 

finance to support eco-friendly initiatives and improve transparency in sustainability 

reporting. 

 

This relationship is corroborated by Wang et al. (2023), who discovered that SMEs 

with explicit environmental objectives, frequently manifested through Corporate Social 

Responsibility (CSR) initiatives, are more adept at obtaining green financial resources. 

These companies typically synchronise their business strategies with environmental 
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goals, enhancing their attractiveness to financiers prioritising sustainability. Rahman et 

al. (2024) asserted that environmentally orientated CSR practices enhance 

environmental performance and facilitate SMEs' access to vital green funding. Mohd 

and Kaushal (2018) asserted that environmental commitment increasingly influences 

financial decision-making, as firms with substantial carbon footprints are perceived as 

higher risk, leading financial institutions to prefer sustainable and low-carbon 

initiatives. 

 

Alay et al. (2024) discovered that green business ethics, influenced by environmental 

values, substantially promote the adoption of green finance among SMEs. Their 

research demonstrated that companies aligning their CSR initiatives and ethical 

standards with environmental objectives are more effectively positioned for long-term 

sustainability. This study demonstrates that SMEs exhibiting a robust environmental 

commitment are more inclined to embrace green financing, as it signifies their 

proactive approach to sustainability and enhances their financial credibility. Enhancing 

environmental values in SMEs can therefore act as a pivotal strategy for facilitating 

access to green finance and promoting sustainable business development. 

 

 

5.2.5 Corporate Governance 

 

Corporate governance refers to the internal organisational structure of the company. 

Effective corporate governance guides the development of the business and translates 

strategic objectives into sustainable practice. Corporate governance also strengthens 

the link between CSR commitments and sustainable development. 

 

This study demonstrates that corporate governance has a positive but insignificant 

relationship with influencing SMEs to adopt green financing in Malaysia. It is 

inconsistent with Wang et al. (2023), Khababa and Jalingo (2023), Zhao and Xing 

(2024), Dzomonda (2022), and Qian and Yu (2023) studies, which highlight the need 
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for efficient corporate governance practices to achieve sustainable businesses and 

maximise shareholder wealth. Thus, strong corporate governance encourages 

companies to adopt green financing that aligns their CSR project with sustainability 

goals and delivers long-term business benefits to stakeholders. 

 

According to Musa (2024), a wide range of stakeholders are involved in corporate 

governance in SMEs, including shareholders, management, suppliers, customers, 

financiers, government, and the general public. Good governance fosters an 

environment of accountability, equity, and transparency by ensuring that a company’s 

strategic direction aligns with its values and goals. However, SMEs frequently face 

particular difficulties in implementing governance practices due to their fewer 

resources and less formalised structures compared to larger corporations. One of the 

main obstacles is the lack of clear distinction between management and ownership. 

Many SME owners also serve as managers; there may be conflicts of interest and 

insufficient checks and balances. This circumstance frequently leads to decisions that 

put immediate profits ahead of sustainability over the long run. The Malaysian Code 

on Corporate Governance (MCCG) 2021 emphasised many SMEs still find it difficult 

to implement these governance standards, despite notable advancements made by 

larger publicly traded companies. Besides, instead of seeing corporate governance as a 

competitive advantage, SMEs frequently see it as a regulatory burden. This view must 

shift since strong governance can boost an SME’s resilience and competitiveness, 

particularly in uncertain economic times. 

 

Furthermore, Universiti Malaysia Sabah (2024) examine the importance of corporate 

governance in promoting accountability, transparency, and long-term company 

viability, which is becoming more widely acknowledged. The result highlighted that 

some SMEs have substantial gaps in corporate governance awareness, a lack of formal 

governance structure, and little transparency of governance procedures. In conclusion, 

due to a lack of awareness of corporate governance practices, it has no measurable 

impact on Malaysian SMEs adopting green financing. 
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5.2.6 Production 

 

Production denotes the SME's ability to implement environmentally sustainable 

product processes. This is closely related to their capacity to secure green financing, as 

sustainable production typically necessitates initial investment. SMEs encounter 

significant obstacles in adopting environmentally friendly manufacturing methods, 

including restricted access to funding, and elevated expenses associated with 

sustainable technology. 

 

This study found a negative but insignificant relationship between production and 

SMEs' adoption of green financing in Malaysia. This is inconsistent with the findings 

of Long et al. (2022), Wang (2024), Luo et al. (2024), Patra (2022), and Raji (2024). 

In their studies, they found that production had a positive impact on SMEs' adoption of 

green financing. 

 

Considering the initial investment, risks, and returns of using renewable energy in 

production or a project is an ordinary evaluation process for all companies (Afroz et al., 

2021). A mass production SME, especially, carefully assesses the usage of green 

technology. This is because if they decide to invest and incorporate green practices at 

any stage of production, they often need to allocate a larger amount of capital compared 

to lower production SMEs. They will require substantial funding, yet the green 

financing amount provided by banks might not always be sufficient for the project. 

This is due to the fact that banks are relatively conservative in green project financing, 

as the investment horizon and returns are more uncertain. Furthermore, if such SMEs 

intend to shift their inputs to green materials, they will need to search for new suppliers. 

The situation becomes more complex as the quality of green materials, the quantity that 

can be supplied, and the overall cost compared to conventional inputs remain uncertain. 
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Hence, even if mass production SMEs adopt green finance, it may still be inadequate 

to fully support their green production needs.  

The theory of planned behaviour is essential in elucidating the reasons SMEs opt for 

sustainable finance options. It establishes a framework for identifying the attitudes, 

subjective norms, and perceived behavioural control that affect SME decision-making 

about sustainable finance (Chuong, Geetha, & Ayub, 2024). While it may appear that 

SMEs with greater levels of production face additional barriers to adoption, these 

challenges alone do not significantly determine financing decisions. Instead, factors 

such as perceived benefits, industry pressure, and managerial capability play a stronger 

role in shaping green finance adoption. By analysing these aspects, researchers and 

policymakers can enhance their comprehension and forecasting of SMEs’ tendencies 

regarding the adoption of green financing, thereby facilitating the development of more 

effective policies and educational resources. 

 

 

5.2.7 Company Size  

 

Company size is usually shown by the number of workers, the annual turnover, or its 

total assets. In turn, this can affect a company's ability to run its business, obtain funds, 

and carry out environmental projects. 

 

This study found that company size has a negative and significant relationship with 

green financing adoption among SMEs in Malaysia. It is consistent with Rashid and 

Uddin (2018), Ozili (2022), Zhang (2024), Kariuki (2023), Li and Lin (2024). 

 

Srivastava et al. (2024) indicate that larger SMEs typically favour utilizing internal 

cash reserves over obtaining external loans for project financing. This finding, while 

not specifically addressing green financing, highlights a broader financing behaviour 

in which larger firms tend to rely on self-funding, attributable to their stronger financial 
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positions and increased autonomy. Larger SMEs generally possess adequate cash flows 

and reserves, enabling them to circumvent the extra costs, administrative challenges, 

and time delays frequently linked to the application and management of external loans, 

whether traditional or green. This preference may result in reduced engagement with 

external financing options, such as green financing schemes, as these firms might 

perceive no immediate necessity to pursue external funds for their environmental 

initiatives. In Malaysia, this behaviour may elucidate why larger SMEs are less inclined 

to adopt green financing compared to smaller firms, which frequently lack adequate 

internal funds and are thus more driven to seek external green loans or subsidies for 

sustainable projects. 

 

Smaller SMEs often operate with a flat organisational hierarchy and minimal 

bureaucratic procedures, which foster faster and more flexible decision-making. This 

streamlined structure allows owners or key decision-makers to be directly involved in 

daily operations and financial planning, enabling them to quickly seize new 

opportunities such as green financing schemes. Unlike larger SMEs, which may face 

multiple layers of approval and formalized processes when adopting new financing 

strategies, smaller firms can make swift decisions with fewer internal barriers. 

Furthermore, their organisational agility makes them eager to pursue new funding 

opportunities, as they can readily recognize and capitalize on innovative financial 

solutions that support their sustainability goals. This combination of flexibility and 

proactiveness likely contributes to smaller SMEs’ greater propensity to adopt green 

financing, as they can more effectively navigate application requirements and 

implement environmentally focused initiatives in a timely manner. 

 

 

5.3 Implications of Study 

 

This research presents various implications for SMEs, government, financial sector, 

and academics. Through this study, these parties will have a better understanding of 
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the initiatives and actions necessary to promote and enhance the adoption of green 

financing by SMEs in Malaysia. 

 

This research will provide the government with clearer insights into how to strengthen 

SMEs’ adoption of green financing. For example, the government needs to make it a 

top priority to close the financial shortfall by diversifying and broadening green 

financing programs above the current GTFS allocations. Besides, the government 

should provide tax breaks to SMEs that implement environmentally friendly policies 

and procedures or speed up the authorization procedure for green projects, thereby 

encouraging more participation in sustainable activities. The government must 

collaborate with financial institutions to organize seminars or campaigns aimed at 

improving SMEs’ understanding of green financing, customizing these programs by 

industry and geographical area, and using attainable language and concrete examples 

to enhance engagement and comprehension among SME proprietors. Furthermore, 

they need to enhance technology infrastructure in rural regions to guarantee that SMEs 

possess dependable access to internet connection, and cloud computing services to 

enable them to track information about green financing immediately. The government 

should formulate green finance programs with segmented criteria according to the 

company size, thereby enabling the smaller SMEs to meet the qualifications necessary 

for adopting green finance. 

 

Through this research, financial institutions also gain a clearer understanding of how 

to drive higher adoption of green financing among SMEs.  The banking industry must 

provide SMEs with customized advice on green finance to improve their 

comprehension. This may include explicitly delineating the benefits of adopting green 

finance and providing informative resources in several languages, so guaranteeing that 

people from all backgrounds and communities can understand the content easily. The 

financial institutions might also create specialized service counters or online platforms 

to provide SMEs with extensive information on the application of green finance. If 

SMEs have enquiries about the adoption process and required documentation, financial 
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institutions may provide immediate assistance via in-person discussions or virtual 

platforms to resolve their problems efficiently. The interest of SMEs in green finance 

would be enhanced with banks providing precise and dependable financing information, 

hence facilitating their adoption. In addition, the financial institutions can organize 

workshops to educate the public on the importance of strong corporate governance in 

lowering lender risk and enhancing the long-term sustainability of SMEs, thereby 

making it easier for SMEs to access green financing when needed. They also should 

provide specialist green financing offerings for SMEs based on their cash flow 

situations and payback capabilities, while also minimizing collateral requirements to 

motivate their adoption in green finance projects. Banks understanding on SMEs 

concerns through communication and tailoring the products helps matching the 

requirement from demand and supply side; thus increase adoption. 

 

Furthermore, this study will help SMEs have a comprehensive understanding of the 

determinants of green financing adoption and its associated benefits, thereby 

encouraging them to take proactive measures to adopt green financing. Through this 

study, SMEs will recognize the significance of acquiring knowledge regarding 

financing information, prompting them to actively pursue relevant insights by 

participating in government-supported initiatives, training, and info sessions conducted 

by the financial sector to enhance their proficiency in managing environmental 

investments and building greater awareness. Besides that, SMEs realising corporate 

governance as a competitive advantage will link their processes with their 

environmental and CSR objectives. This will make sure that sustainability concerns are 

included in both managerial and tactical alternatives and then assist them to adopt green 

finance easily. For instance, they should focus on affordable, and high forces green 

initiatives like reducing production waste to incrementally construct up their green 

financing preparedness. SMEs will also recognize the importance of engaging skilled 

professionals with expertise in venture planning, auditing processes, and green finance 

accreditation, as these professionals can assist the company in managing green projects 

more effectively. 
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Lastly, academics will be able to gain valuable knowledge from this research, enabling 

them to generate new ideas for future investigations. It is possible for academics to 

highlight study on SMEs in Malaysia who have successfully adopted green finance to 

draw in other SMEs and increase the adoption rate. Additionally, academics might 

conduct studies on green finance strategies for small SMEs to determine appropriate 

funding methods for small-scale enterprises. For example, they could examine 

accessible and cost-effective sustainable production techniques relevant to SMEs 

across various sectors in Malaysia, enabling SMEs to comprehend and implement these 

strategies inside their enterprises. Besides, they could also perform study on the 

technology capabilities and tools requirements for adopting green finance, tailored to 

various industrial sectors, to assist SMEs in improving their knowledge and preventing 

monetary waste. 

 

 

5.4 Limitations of Study 

 

This study has several limitations that should be acknowledged. First of all, conducting 

interviews was not feasible due to the large sample size and time constraints. The use 

of Google Form surveys as the primary data collection method might cause limitations 

such as sampling and self-selection bias. This is because participation was restricted to 

respondents with internet access and digital literacy, mostly urban SMEs, and SMEs 

that are interested in green finance might be more likely to fill out the survey.  This can 

skew results as it does not reflect the general SME population's opinion. Additionally, 

the lack of personal interaction limited the chance to clarify survey questions, 

potentially affecting response accuracy, and the depth of insight into respondents' 

opinions. 
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Moreover, this study has taken multicollinearity into consideration. The result of the 

multicollinearity test (refer to Table 4.14) shows VIF values for the variables of 

government support, financing information, and technology are close to 10, which 

signifies the existence of multicollinearity concerns. This indicates that these three 

variables have intercorrelation. A certain amount of overlap may persist despite efforts 

to reduce multicollinearity among independent variables, which would affect the 

precision of regression estimations. 

 

Owing to the constrained semester, we were instructed to conclude the research within 

a limited timeframe. The time constraint hindered our ability to perform a more 

comprehensive and detailed research, perhaps influencing the study's outcomes. 

Furthermore, we could not comprehensively research additional factors influencing 

SMEs' adoption of green financing, including cultural background, market mechanisms, 

and other possible variables. In addition, we depended on scarce research and were 

constrained by insufficient time to validate and integrate with practical application. 

 

 

5.5 Recommendation 

 

Based on the limitations mentioned in the previous section, recommendations are given 

accordingly. 

 

First of all, future studies may consider using a mixed-methods approach that combines 

online surveys with follow-up interviews, while also grouping SMEs according to 

sectors. This approach allows for a more comprehensive understanding of the 

conditions within each sector, as interviews can provide richer insights that go beyond 

the limitations of structured survey responses. Researchers can explore context-specific 

factors, and uncover underlying motivations or barriers to green finance adoption by 

engaging directly with respondents. Moreover, since SMEs across different sectors 
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may encounter distinct challenges, such as industry-specific regulations, resource 

availability, or environmental pressures, segmenting the sample by sector enables a 

more tailored analysis. It is also important to reach out to rural SMEs who may be 

excluded from online surveys due to limited internet connection. Conducting 

interviews with these underrepresented groups would improve the inclusiveness and 

accuracy of the study, ensuring that the identified drivers and barriers truly reflect the 

diversity of SMEs across industries. 

 

Second, future research on the factors influencing Malaysian SMEs' adoption of green 

financing should consider removing or combining highly correlated variables to reduce 

the multicollinearity problem. We also recommend using Principal Component 

Analysis (PCA). PCA reduces a large set of correlated variables to a smaller set of 

uncorrelated variables, thereby minimizing multicollinearity in regression 

analysis.  Besides, increasing the sample size can also reduce the model’s sensitivity to 

multicollinearity and stabilize coefficient estimations. A larger dataset increases the 

statistical analysis’s robustness by enabling the model to more accurately analyse the 

impacts of correlated variables. 

 

Thirdly, considering the constraints of the academic calendar, future studies may be 

undertaken as a component of a multi-phase or longitudinal study. This would enable 

researchers to expand upon existing findings over multiple semesters or research phases, 

progressively integrating additional variables such as cultural influences, market 

mechanisms, or practical validation. Moreover, collaborations with other research 

teams or institutions can facilitate workload distribution and enhance the scope without 

surpassing individual time limitations. By approaching this subject as a dynamic 

research agenda instead of a singular project, subsequent investigations can yield more 

thorough and applicable insights over time. 
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5.6 Summary 

 

In conclusion, this chapter has comprehensively discussed the major findings of the 

study. It summarizes the implications of study for SMEs, government, financial sector, 

and academics. Besides that, the limitations of the research were thoroughly examined 

to ensure that future study does not encounter the same issues. Lastly, 

recommendations were provided to aid future researchers in executing relevant studies 

more efficiently.  
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Appendix 2: Table for Determining Sample Size from a Given Population 
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Appendix 3: Survey Questionnaire 

Survey on Determinants of Green 

Financing Adoption Among Small and 

Medium-Sized Enterprises (SMEs) in 

Malaysia 
 

Dear respondents, 
 

We are students of Bachelor of Business Administration (Hons) in Banking and Finance from 

Faculty of Business and Finance (FBF) in Universiti Tunku Abdul Rahman (UTAR). The 

purpose of this study is to examine the determinants of green financing adoption among small 

and medium-sized enterprises (SMEs) in Malaysia for our UBFZ3026 RESEARCH PROJECT. 

We hope you will be able to assist us in completing this survey. 

 

There are ten (10) sections in this questionnaire. Section A is on demographics. Section B 

onward cover all of the 9 variables in this study. Please read the instructions carefully before 

answering the questions. Please answer ALL questions in ALL sections. Completion of this 

questionnaire will take you approximately 10 minutes. 

 

Your participation in this study is entirely voluntary. There will be no disadvantage if you decide 

not to complete the attached anonymous questionnaire. You can withdraw at any time without 

any penalty. You can refuse to answer any question at any time if you feel uncomfortable. 

 

The information collected from you will be kept strictly private and confidential. All responses 

and findings will be used solely for academic purpose. 

 

Your assistance in completing this questionnaire is very much appreciated. Thank you for your 

participation. If you have any question regarding to this questionnaire, you may contact us at 

na2103970@1utar.my or jiawei0121@1utar.my. 

 

If you decide to complete this attached anonymous questionnaire, this will be taken as you 

voluntarily agree and formal consent to participate in this study. Thank you very much for your 

cooperation and willingness to participate in this study. 

 

Yours sincerely,  

Lee Min Ern  

Lim Hooi Xing 

Lim Jia Wei 

mailto:na2103970@1utar.my
mailto:jiawei0121@1utar.my
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Na Siow Han  

Yee Puo Xin 

 

PERSONAL DATA PROTECTION NOTICE 

 
Please be informed that in accordance with Personal Data Protection Act 2010 (“PDPA”) 
which came into force on 15 November 2013, Universiti Tunku Abdul Rahman (“UTAR”) is 

hereby bound to make notice and require consent in relation to collection, recording, storage, 

usage and retention of personal information. 

 

Notice: 

 

1. The purposes for which your personal data may be used are inclusive but not limited to:- 

a) For assessment of any application to UTAR 

b) For processing any benefits and services 

c) For communication purposes 
d) For advertorial and news 

e) For general administration and record purposes 

f) For enhancing the value of education 
g) For educational and related purposes consequential to UTAR 

h) For the purpose of our corporate governance 

i) For consideration as a guarantor for UTAR staff/ student applying for his/her 

scholarship/ study loan 

2. Your personal data may be transferred and/or disclosed to third party and/or UTAR 

collaborative partners including but not limited to the respective and appointed outsourcing 

agents for purpose of fulfilling our obligations to you in respect of the purposes and all such 

other purposes that are related to the purposes and also in providing integrated services, 

maintaining and storing records. Your data may be shared when required by laws and when 

disclosure is necessary to comply with applicable laws. 

3. Any personal information retained by UTAR shall be 

destroyed and/or deleted in accordance with our retention policy applicable for us in the event 

such information is no longer required. 

4. UTAR is committed in ensuring the confidentiality, 

protection, security and accuracy of your personal information made available to us and it has 

been our ongoing strict policy to ensure that your personal 

information is accurate, complete, not misleading and updated. UTAR would also ensure that 

your personal data shall not be used for political and commercial purposes. 

 

Consent: 

 

1. By submitting this form you hereby authorise and consent to us processing (including 

disclosing) your personal data and any updates of your information, for the purposes 

and/or for any other purposes related to the purpose. 

2. If you do not consent or subsequently withdraw your consent to the processing and 
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disclosure of your personal data, UTAR will not be able to fulfill our obligations or to 

contact you or to assist you in respect of the purposes and/or for any other purposes 

related to the purpose. 

3. You may access and update your personal data by writing to us at na21039701utar.my or 

jiawei0121@1utar.my. 

 

Acknowledgement 

 
 I have been notified by you and that I hereby understood, consented and agreed per 

UTAR above notice. 

 I disagree, my personal data will not be processed. 

 

 

Section A: Demographic Profile 

 

1. Name 
 

 

 

 

2. Gender 

 
 Male  

 Female 

 

3. Company Name 

 

 

 

 

4. Position 

 
 Owner 

 Financial Decision Maker 

 Finance Manager 

 Finance Staff 

 

5. Did your company adopt green financing? * 
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 YES 

 NO 

 

 

Section B: Study on variables 
 

DV: SMEs Green Financing Adoption 

Please indicate your level of agreement with each statement below by selecting a number 

from 1 to 5, where: 

1 = Strongly Disagree 

2 = Disagree 

3 = Neutral 

4 = Agree 

5 = Strongly Agree 

 

 1 2 3 4 5 

Q1a. SMEs actively seek opportunities to 

invest in environmentally sustainable 

projects. 
          

Q1b. Current green financing products are 

effective in meeting SMEs' needs.           

Q1c. SMEs are aware of the financial 

benefits of adopting green practices.           

Q1d. SMEs plan to expand their use of 

green financing in future projects.           

Q1e. The cost of adopting green finance is 

affordable.           

 

 

Section B: Study on variables 

 

Factor 1: Government Support 

Please indicate your level of agreement with each statement below by selecting a number 

from 1 to 5, where: 

1 = Strongly Disagree 

2 = Disagree 

3 = Neutral 

4 = Agree 

5 = Strongly Agree 
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 1 2 3 4 5 

Q2a. Government policies support SMEs 

access to green financing.           

Q2b. Government regulations encourage 

green practices within SMEs.           

Q2c. Government programs provide 

sufficient resources to facilitate SMEs 

adopt green financing. 
          

Q2d. Government has offered several 

incentives to facilitate SMEs adopt green 

financing. 
          

Q2e. Government policies for green 

financing are clearly defined.           

 

 

Section B: Study on variables 

 

Factor 2: Financing Information 

Please indicate your level of agreement with each statement below by selecting a number 

from 1 to 5, where: 

1 = Strongly Disagree 

2 = Disagree 

3 = Neutral 

4 = Agree 

5 = Strongly Agree 

 

 1 2 3 4 5 

Q3a. SMEs have increased their 

awareness of green financing 

opportunities. 
          

Q3b. SMEs have access to sufficient 

workshops or training on green financing.           

Q3c. SMEs know where to access 

advisory services for green financing 

guidance. 
          

Q3d. SMEs have received direct 

communication from relevant institutions 

about green financing. 
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Q3e. SMEs have a clear understanding of 

the eligibility criteria and documentation 

required to apply green financing. 
          

 

 

Section B: Study on variables 

 
Factor 3: Technology 

Please indicate your level of agreement with each statement below by selecting a number 

from 1 to 5, where: 

1 = Strongly Disagree 

2 = Disagree 

3 = Neutral 

4 = Agree 

5 = Strongly Agree 

 

 1 2 3 4 5 

Q4a. SMEs have adopted various digital 

tools to support more informed financial 

decision-making in green finance. 
          

Q4b. Emerging technologies like AI, 

blockchain, or others have been explored 

and implemented by SMEs to enhance 

sustainability initiatives. 

          

Q4c. SMEs provide adequate training 

opportunities to employees to enhance 

their ability to apply advanced 

technologies in green finance. 

          

Q4d. Technology has been utilized by 

SMEs to improve the transparency and 

efficiency of sustainability reporting and 

green finance activities. 

          

Q4e. SMEs make use of digital platforms 

to monitor and manage their green 

finance products. 
          

 

 

Section B: Study on variables 

 

Factor 4: Environmental Commitment 

Please indicate your level of agreement with each statement below by selecting a number 
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from 1 to 5, where: 

1 = Strongly Disagree 

2 = Disagree 

3 = Neutral 

4 = Agree 

5 = Strongly Agree 

 

 1 2 3 4 5 

Q5a. SMEs demonstrate a strong 

commitment to developing and delivering 

environmentally sustainable products or 

services. 

          

Q5b. SMEs regularly implement 

sustainability practices as part of their 

efforts to adopt green finance. 
          

Q5c. SMEs consistently track their carbon 

footprint and take steps to reduce it in line 

with environmental goals for green 

finance adoption. 

          

Q5d. In daily operations, SMEs prioritize 

environmentally friendly materials and 

resources to support sustainability goals 

through green finance. 

          

Q5e. The corporate social responsibility 

(CSR) frameworks of SMEs are aligned 

with efforts to enhance access to green 

finance. 

          

 

 
Section B: Study on variables 

 
Factor 5: Corporate Governance 

Please indicate your level of agreement with each statement below by selecting a number 

from 1 to 5, where: 

1 = Strongly Disagree 

2 = Disagree 

3 = Neutral 

4 = Agree 

5 = Strongly Agree 
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 1 2 3 4 5 

Q6a. Green corporate governance 

positively influences SMEs' access to 

green finance. 
          

Q6b. SMEs consider environmental 

preservation in green investment 

decisions. 
          

Q6c. SMEs adopt green finance to support 

corporate social responsibility (CSR) 

efforts. 
          

Q6d. SMEs tend to grow sustainability 

such as incrementing energy efficiency 

and diminishing environmental impacts. 
          

Q6e. Strong corporate governance has a 

significant influence on SMEs' ability to 

achieve sustainability goals. 
          

 

 

Section B: Study on variables 

 
Factor 6: Production 

Please indicate your level of agreement with each statement below by selecting a number 

from 1 to 5, where: 

1 = Strongly Disagree 

2 = Disagree 

3 = Neutral 

4 = Agree 

5 = Strongly Agree 

 

 1 2 3 4 5 

Q7a. SMEs's production processes 

influence the decision to seek green 

financing, as these are closely tied to 

sustainability goals. 

          

Q7c. Improving production sustainability 

is crucial for SMEs to qualify for green 

financing. 
          

Q7e. SMEs’s production challenges 

heavily influence the decision to pursue 

green financing. 
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Section B: Study on variables 

 
Factor 7: Company Size 

Please indicate your level of agreement with each statement below by selecting a number 

from 1 to 5, where: 

1 = Strongly Disagree 

2 = Disagree 

3 = Neutral 

4 = Agree 

5 = Strongly Agree 

 

 1 2 3 4 5 

Q8a. SMEs feel that smaller size limits 

ability to access funding or financing 

options for green projects 
          

Q8b. SMEs are less likely to apply for 

green finance due to limited resources or 

information, which is closely related to 

their company size 

          

Q8c. SMEs often lack dedicated 

personnel to manage or apply for green 

financing. 
          

Q8d. It is important for SMEs' size to be 

considered by financial institutions when 

applying for green financing. 
          

 

 

Thank you for your participation 
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Appendix 4: Pilot Test  

 

 

 

Appendix 5: Reliability Test 

 

DV: SMEs Green Financing Adoption 

 

IV 1: Government Support 

 

IV 2: Financing Information 

 

IV 3: Technology 



 Determinants of Green Financing Adoption Among Small and Medium-Sized Enterprises 
(SMEs) in Malaysia   

 

Page 140 of 142 
 

 

IV 4: Environmental Commitment 

 

IV 5: Corporate Governance 

 

IV 6: Production 

 

IV 7: Company Size 
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Appendix 6: Multicollinearity Test 

 

 

Appendix 7: Logistic Regression 

 

 

Appendix 8: Likelihood Ratio 
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Appendix 9: Wald Test 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


	Copyright @ 2025
	DECLARATION
	ACKNOWLEDGEMENT
	PREFACE
	ABSTRACT
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS
	LIST OF APPENDICES
	CHAPTER 1: RESEARCH OVERVIEW
	1.1 Introduction
	1.2 Research Background
	1.2.1 Green Financing
	1.2.2 Green Financing and SMEs
	1.2.3 Green Financing in Malaysia

	1.3 Problem Statement
	1.4 Research Objective
	1.4.1 General Objective
	1.4.2 Specific Objectives

	1.5 Research Questions
	1.6 Significance of Study
	1.7 Chapter Layout
	1.8 Summary

	CHAPTER 2: LITERATURE REVIEW
	2.1 Introduction
	2.2 Review of the Literature
	2.2.1 SME Green Financing Adoption
	2.2.2 Government Support
	2.2.3 Financing Information
	2.2.4 Technology
	2.2.5 Environment Commitment
	2.2.6 Corporate Governance
	2.2.7 Production
	2.2.8 Company Size

	2.3 Research Gap
	2.4 Review of Theory
	2.5 Proposed Theoretical Framework
	2.6 Hypothesis Development
	2.6.1 Government Support
	2.6.2 Financing Information
	2.6.3 Technology
	2.6.4 Environmental Commitment
	2.6.5 Corporate Governance
	2.6.6 Production
	2.6.7 Company Size

	2.7 Summary

	CHAPTER 3: RESEARCH METHODOLOGY
	3.1 Introduction
	3.2 Research Design
	3.2.1 Primary Data
	3.2.2 Quantitative Research

	3.3 Data Collection Method
	3.3.1 Questionnaire

	3.4 Sampling Design
	3.4.1 Target Population
	3.4.2 Sampling Location
	3.4.3 Sampling Technique
	3.4.4 Sampling Size

	3.5 Research Instrument
	3.5.1 Scale of Measurement
	3.5.1.1 Nominal Scale
	3.5.1.2 Likert scale

	3.5.2 Questionnaire Design

	3.6 Data Analysis
	3.6.1 Descriptive Analysis
	3.6.2 Reliability Test
	3.6.2.1 Pilot Test
	3.6.2.2 Cronbach’s alpha

	3.6.3 Multicollinearity Test
	3.6.4 Inferential Analysis
	3.6.4.1 Logistic Regression (Logit)
	3.6.4.2 Likelihood Ratio Test
	3.6.4.3 Wald Test


	3.7 Summary

	CHAPTER 4: RESEARCH RESULTS
	4.1 Introduction
	4.2 Data Description
	4.2.1 Respondents’ Demographic Profile
	4.2.2 Central tendencies and Dispersion Measurement of Constructs

	4.3 Data Analysis
	4.3.1 Pilot Test Analysis
	4.3.2 Reliability Test Analysis
	4.3.3 Multicollinearity Test
	4.3.4 Logistic Regression (Logit)
	4.3.5 Likelihood Ratio Test
	4.3.6 Wald Test

	4.4 Summary

	CHAPTER 5: DISCUSSION AND CONCLUSION
	5.1 Introduction
	5.2 Discussion on Major Findings
	5.2.1 Government Support
	5.2.2 Financing Information
	5.2.3 Technology
	5.2.4 Environmental Commitment
	5.2.5 Corporate Governance
	5.2.6 Production
	5.2.7 Company Size

	5.3 Implications of Study
	5.5 Recommendation
	5.6 Summary

	REFERENCES
	APPENDICES

