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Abstract 

Sustainable banking has become an important focus within the global financial sector, with banks increasingly 

under pressure to integrate environmental, social, and governance (ESG) considerations into their operations. This 

transition is driven by various factors, including the need to mitigate climate change and environmental 

degradation and the desire for greater social responsibility and inclusion. Additionally, evolving regulatory 

frameworks are encouraging banks to shift toward sustainable practices. As a result, both public and private sector 

banks face various challenges as they work to incorporate sustainability into their business models and align their 

practices with international standards. Banks play a crucial role in economic development by influencing capital 

allocation and investment strategies. As custodians of significant financial resources, they have the potential to 

effect positive change through funding sustainable projects, supporting equitable growth, and advocating for 

responsible business conduct. Nonetheless, the transition to sustainable banking presents hurdles such as 

managing ESG risks, adapting business strategies to prioritise sustainability, and addressing the needs and 

expectations of various stakeholders, including regulators, investors, clients, and local communities. In this study, 

the various sustainable banking challenges facing public and private sector banks in the present scenario are 

discussed. To analysis the data IBM SPSS Statistics version 23 software was used. 
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Introduction  

Sustainable banking, a practice that integrates environmental, social, and governance (ESG) factors into financial 

decision-making, has gained increasing attention in the global financial sector. The transition towards 

sustainability is no longer a matter of corporate social responsibility but has become an imperative for the long-

term stability of the banking industry. In India, where economic growth often conflicts with environmental and 

social considerations, the adoption of sustainable banking practices presents both challenges and opportunities. 

The Indian banking sector, one of the most crucial pillars of the nation’s economy, has traditionally focused on 

financial profitability. However, the growing awareness of climate change, depletion of natural resources, and the 

need for inclusive growth have urged banks to reassess their role in promoting sustainability. Sustainable banking 

practices involve not only reducing the environmental impact of a bank’s operations but also prioritizing 

investments that contribute to a greener economy and support sustainable development goals (SDGs). This 
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transition is complex, as it requires rethinking traditional banking models, reassessing risk management practices, 

and engaging with stakeholders in new ways. Despite the clear need for sustainable banking, the Indian banking 

sector faces several significant challenges in its adoption. These include a lack of awareness and expertise in 

sustainable finance, regulatory and policy constraints, inadequate frameworks for measuring and managing 

environmental and social risks, and the financial implications of shifting to greener practices. Additionally, banks 

often face pressure from shareholders to maintain profitability, which can conflict with long-term sustainable 

investments. This study seeks to explore these challenges in detail, providing a comprehensive analysis of the 

factors that hinder the adoption of sustainable banking practices in India. By identifying the key obstacles, the 

study aims to contribute to the development of strategies that can facilitate the transition towards a more 

sustainable banking system. Furthermore, it examines the role of policy, regulatory frameworks, and stakeholder 

engagement in promoting sustainable finance. Through this analysis, the study aims to offer valuable insights for 

policymakers, banking institutions, and other stakeholders interested in advancing the agenda of sustainable 

banking in India. The Indian context offers a unique perspective on sustainable banking, as the country is poised 

between the needs for rapid economic development and the urgent requirement to address environmental and 

social issues. The adoption of sustainable banking practices can play a pivotal role in ensuring that economic 

growth does not come at the cost of environmental degradation and social inequality. It is therefore essential to 

understand the underlying challenges that Indian banks face in this transition and to develop solutions that are 

tailored to the specific needs of the Indian economy.  

 

Literature Review: 

Reviewing literature is a crucial aspect of research as it contributes a comprehensive overview of different 

perspectives and viewpoints related to the research topic. It provides a foundation for the analysis of the study and 

recommends appropriate testing methods for the issue at hand. Additionally, the literature review helps refine the 

research questions based on feedback from other scholars and experts in the field. This study section summarises 

relevant literature on the subject. International Finance Corporation & World Bank Group (2012) explains that 

banks are increasingly adopting global standards for environmental and social risk management and developing 

sustainable finance products. By effectively managing environmental and social opportunities and risks together, 

financial institutions create long-term value for their business. Business models that address these two dimensions 

are helping financial institutions differentiate themselves from competitors, improve their reputation among key 

customers and stakeholders, attract new capital, and generate goodwill and support from stakeholders through 

increased transparency. This article helps this study which explains that banks are increasingly adopting global 

standards for environmental and social risk management and developing sustainable finance products to achieve 

sustainability. A Bank Track Manual (2012) the do's and don'ts of Sustainable Banking propounds that the 

discernible shift that many banks have made in recent years towards addressing the environmental and social 

impacts of their financial services is a welcome and important first step in this direction. More and more banks 

realize that ignoring social and environmental issues could considerably increase their exposure to credit, 

compliance and reputational risks. The progress banks make in this field, however, will be measured not by good 

intentions or even by strong policies on paper. To advance sustainability, banks must seek improved performance 

and results on the ground in affected communities and environments. This article helps this study which explains 

the changed role of banks in addressing the environmental and social impacts on their financial services to achieve 

sustainability. Weber, O. (2013) propounds that the history of sustainable banking starts in the medieval with 

banks that were intermediaries between capital owners and businesses and were motivated by fostering the 

community. Sustainable banking by conventional financial service institutions appeared with the management of 

environmental risks that negatively affected financial institutions especially regarding their credit risks. After this 

phase of risk management, the financial sector took the business opportunities that are offered by integrating 
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environmental and social issues into consideration as well. Sustainability became a business case in the financial 

sector. Banks should explore ways to influence sustainable development in a positive way and developed products 

and services taking sustainability issues into account. Mutual retail funds, institutional products, for instance for 

pension plans and sustainable project finance guided by the Equator principles, are only an extract of products 

and services related to sustainability. Banks and other financial institutions can learn from this development that 

the integration of sustainability issues into policies, strategies, products and services of the banking industry makes 

the banking business sense as well. Those institutions that were early adaptors of sustainable banking could avoid 

financial risks resulting from environmental or social impacts and were able to create business opportunities as 

well. This article helps this study in analysing the effect of the integration of sustainability issues into policies, 

strategies, products, and services of the banking industry. Dare et al. (2014) also stressed that social development 

practices and socially responsible business conduct is a social license to operate for the companies. The concept 

of social banking has been evolved to address the issues of social considerations in banking activities. Social 

banking focuses on satisfying the existing needs of real economy and the society by considering their social and 

cultural sustainability. Maggs, H. (2014) contend that Multinational banks can influence financial system 

transformation. Banks are also at the heart of the contemporary financial system. which underpins both the 

physiology and psychology of modern business, and that needs to evolve significantly. Multinational banks service 

not only millions of individuals, but so governments, civil society organizations, and of course. businesses - large 

and small - across every Industry. Banks can therefore leverage their collective knowledge and reach to influence 

stakeholders to, for example, drive integration of key externalities into the financial system. This article helps this 

study as to how Multinational banks can influence financial system transformation since the banks are at the heart 

of the contemporary financial system. Winters, B., (2015) states that sustainability remains a priority to us and we 

are committed to promoting economic and social development in the markets where we operate in the short, 

medium, and long term. We are committed to the United Nations Global Compact and integrate its Ten Principles 

on human rights, labour standards, environment, and anti-corruption into our business. SWED Bank (2016) our 

goal is to promote a sound and sustainable economy by strengthening the banks and our customers long-term 

competitiveness. This will be done by avoiding large credit impairments and operating losses, focusing on long-

term profitability, developing long-term relationships with customers and employees, and maintaining adequate 

buffers on a strong balance sheet. We will also work towards open, stable, and honest markets.  Care (2018) 

emphasised on development of new innovative sustainable products and services which ensure environmentally 

friendly business activities and promote sustainable development. The adverse environmental impact of client’s 

activities directly affects the banks returns, asset quality and some other aspects therefore; banking institutions 

should proactively adopt ecological consideration in their financing and lending.  

 

Purpose of the study 

This study explores the challenges in adopting sustainable banking practices in the Indian banking sector. The 

research objectives of the study are as follows: 

➢ To identify the various challenges are faced by the Indian banking sector in adopting sustainable banking practices. 

➢ To categorize all the challenges are faced by the Indian banking sector in adopting sustainable banking practices. 

 

Analysis and findings:  

1 Descriptive analysis 

The descriptive analysis of all the statements for various sustainable banking challenges faced by public and 

private sector banks uses mean and standard deviation. 
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Table 1: descriptive analysis of banks’ different challenges in adopting sustainable banking practices. 

S.NO  Items Mean Std. Deviation 

Statistic Std. Error Statistic 

1 Engagement with global bodies 

strengthens sustainable banking efforts 

in India. 

3.75 .033 .738 

2 Executive-level support strengthens 

sustainable banking efforts in India 

3.95 .039 .880 

3 A uniform policy on sustainable 

banking in India is required to 

strengthen sustainable banking efforts 

in India. 

4.14 .033 .756 

4 Branch-level support helps to 

strengthen sustainable banking efforts 

in India. 

3.88 .034 .774 

5 Competitive advantage 4.26 .025 .574 

6 Compliance with mandatory CSR 

expenditure guidelines 

4.01 .028 .625 

7 Higher returns in the longer run 3.94 .034 .758 

8 Increased customer base 4.25 .031 .691 

9 Reduced resource consumption 4.01 .033 .737 

10 Reputational benefits 4.09 .039 .883 

  Overall average 4.03 .033 .741 

Source: Primary data analysis 

  Table 1 presents data on the mean and standard deviation of responses to different challenges faced by banks in 

adopting sustainable banking practices, as rated by participants. The overall mean score is 4.03, with a standard 

deviation of 0.741. Each element in the table corresponds to a particular issue banks face when adopting 

sustainable banking practices. Respondents rated the importance of each factor on a scale from 1 to 5, where 1 

indicates “not important at all” and 5 indicates “very important.” We can compare these values to the overall mean 

to assess their relative importance by examining the mean for each factor. A mean score higher than the overall 

mean suggests that respondents viewed the issue as more significant than others. Conversely, a mean score lower 

than the overall mean implies that respondents considered the issue less significant. 

For instance, item 5, which focuses on “Competitive advantage,” has a mean score of 4.26, exceeding the overall 

mean of 4.02. This indicates that respondents regard this issue as the critical issue faced by banks in the adoption 

of sustainable banking practices 
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On the other hand, item 1, which emphasises “Engagement with global bodies strengthens sustainable banking 

efforts in India.” has a mean score of 2.31, falling below the overall mean of 3.02. This suggests that respondents 

placed less importance on the issue as the critical issue faced by banks in the adoption of sustainable banking 

practices 

In conclusion, the data in this table provide valuable insights into the perceived importance of various challenges 

banks face in adopting sustainable banking practices. By comparing each factor’s mean score to the overall 

average, we can identify the challenges that respondents believe are most and least crucial for the adoption of 

sustainable banking practices. 

 

2 Reliability analysis of items showing different challenges banks face in adopting sustainable banking 

practices. 

 

Table 2: Reliability statistics of items showing different challenges banks face in adopting sustainable 

banking practices. 

Cronbach’s Alpha Cronbach’s Alpha Based on Standardised Items N of Items 

.810 .809 10 

Source: Primary data analysis 

 

Cronbach’s alpha is a statistical tool used to evaluate the internal consistency or reliability of a set of items within 

a questionnaire or test. This metric measures how well the items within a research study are correlated and 

consistent. Cronbach’s alpha ranges from 0 to 1, with higher values representing greater internal consistency 

among the items. 

Table 2 provides an overview of the reliability statistics for items that are challenges with banks adopting 

sustainable banking practices. The Cronbach’s alpha coefficient for the 10 items in the questionnaire is 0.810, 

signifying a very high level of internal consistency or reliability. This indicates that the items collectively measure 

the same construct or underlying factor, suggesting that respondents consistently answer these questions. 

Additionally, Cronbach’s alpha coefficient for standardised items is 0.809. Standardised items have been 

converted into z-scores, making them easier to interpret and compare. This form of the coefficient provides a more 

precise measure of internal consistency when the items have varying response scales or levels of variability. 

Overall, the high values of Cronbach’s alpha suggest that the 10 items in the questionnaire offer reliable and 

consistent measures of the construct being evaluated. This level of reliability ensures that the questionnaire can 

be trusted to produce dependable and accurate results when assessing challenges with banks adopting sustainable 

banking practices. 
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Table 3: Item-wise statistics of Cronbach’s alpha of different challenges banks face in adopting 

sustainable banking practices. 

 Statements  
Inter- Item 

Correlation 

Corrected Item-Total 

Correlation 

Cronbach’s Alpha if 

Item Deleted 

Engagement with global bodies 

strengthens sustainable banking efforts 

in India 

.501 .563 .792 

Executive-level support strengthens 

sustainable banking efforts in India .665 .805 .771 

A uniform policy on sustainable 

banking in India is required to 

strengthen sustainable banking efforts 

in India. 

.687 .665 .770 

Branch-level support helps to 

strengthen sustainable banking efforts 

in India 

.671 .762 .772 

Competitive advantage 
.422 .429 .801 

Compliance with mandatory CSR 

expenditure guidelines 
.260 .472 .815 

Higher returns in the longer run .469 .447 .796 

Increased customer base .485 .610 .794 

Reduced resource consumption .412 .450 .802 

Reputational benefits .326 .509 .815 

Overall Cronbach’s Alpha   .810 

Source: Primary data analysis 

 

Cronbach’s alpha was calculated for all ten statements, which shows the different challenges banks face in 

adopting sustainable banking practices. Using the observations sought from item-wise statistics, it can be decided 

whether the particular statement is required or not. In other words, it helps justify the need for every statement in 

the questionnaire to collect reliable and correct data. Item-wise reliability statistics contain three columns of 

calculated values. These three columns tell about “inter-item correlation,” corrected item-total correlation, and 

“Cronbach’s alpha in item deleted’. “Inter-item correlation” signifies the relation of an item with all other 

statements (Cohen & Swerdik, 2005). “Inter-item correlation’ also shows the redundancy, i.e., the extent to which 

items in the instrument are measuring the same content. The ideal average ‘inter-item correlation’ value is 0.4 or 

higher than 0.4 (Yin,2003). A very low inter-item correlation signifies that the particular item probably does not 

measure content similarly to other items. Low inter-item correlation values also lead to poor reliability (Churchill 
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Jr, 1979). Therefore, every item should have a high average’ inter-item correlation’ value, calculated by averaging 

the correlation of each item with all other items. The value of correlation is obtained from the ‘inter-item 

correlation matrix.’ ‘Corrected item-total correlation’ tells about the correlation between an item and the sum of 

the remaining items of the survey instrument. It helps to check whether a particular item is consistent with the 

other instrument items. If it has a value lesser than 0.40, then it reflects that this item measures something different 

from what other items are collectively measuring (Malhotra, 2015). Suppose the ‘corrected item-total correlation’ 

comes out to be low. In that case, it suggests that the statements should be grouped in the dimensions so that intra-

group correlation is very high and inter-group correlation is comparatively low. The last column, i.e., ‘Cronbach’s 

alpha if item deleted,’ presents the value that Cronbach’s alpha would be if that particular item were deleted from 

the scale. If any item has ‘Cronbach’s alpha if item deleted’ higher than overall Cronbach’s alpha, the overall 

reliability will improve if this item is removed from the scale. Such items also have a very low ‘corrected item-

total correlation’ value. On the other hand, if any item has this value lower than overall Cronbach’s alpha, it proves 

that this item is good and required in scale. If this item is deleted, it will lead to poor reliability. 

Table 3 Item-wise statistics of Cronbach’s alpha of different challenges banks face in adopting sustainable banking 

practices. Every statement has a value of inter-item correlation.’ more significant than 0.4, the minimum 

acceptable value. Thus, it is understood that every item is highly correlated with other items of the instruments. 

There are different challenges banks face when adopting sustainable banking practices. All statements can collect 

data reliably. Overall, Cronbach’s alpha for different challenges banks face when adopting sustainable banking 

practices .810 

 

4 Exploratory factor analysis of items showing different challenges banks face in adopting sustainable 

banking practices. 

 

Table 4: Results of KMO and Bartlett’s Test of items showing different challenges banks face in adopting 

sustainable banking practices. 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .630 

Bartlett’s Test of 

Sphericity 

Approx. Chi-Square 2395.280 

df 45 

Sig. 0.000 

Source: Primary data analysis 

 

Before conducting Principal Component Analysis, the suitability of the data for exploratory factor analysis (EFA) 

was assessed. This assessment involved examining the data through various statistical tests to ensure they met the 

criteria for EFA. No actual data values were calculated; instead, the correlation matrix was compared with the 

identity matrix using Bartlett’s test of sphericity, and the sampling adequacy was measured using the KMO 

(Kaiser-Meyer-Olkin) test. 

The KMO test yielded a value of 0.630, which surpasses the minimum threshold of 0.6, indicating a high level of 

sampling adequacy. Additionally, Bartlett’s test of sphericity was significant at the 5% level, suggesting that the 

correlation matrix significantly deviates from an identity matrix. This is a crucial indicator of the presence of 

underlying factors in the data, as recommended by the works of McCrosky & Young (1979), Pett et al. (2003), 
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and Tabachnick & Fidell (2007). As shown in Table 4, these results confirm that the data satisfy the assumptions 

necessary for conducting exploratory factor analysis. The KMO test and Bartlett’s test provide confidence that the 

data are appropriate for further analysis, allowing researchers to proceed with EFA to uncover underlying factors 

and patterns within the dataset. 

 

Table 5: Total variance explained for all the items showing different challenges banks face in adopting 

sustainable banking practices. 

Component Initial Eigenvalues Rotation Sums of Squared Loadings 

Total % of 

variance 

Cumulative 

% Total 

% of 

variance 

Cumulative 

% 

1 3.840 38.396 38.396 2.593 25.933 25.933 

2 1.546 15.465 53.860 1.949 19.491 45.423 

3 1.254 12.537 66.398 1.941 19.409 64.832 

4 1.044 10.443 76.841 1.201 12.009 76.841 

5 .632 6.316 83.157       

6 .599 5.988 89.145       

7 .481 4.808 93.953       

8 .308 3.075 97.029       

9 .192 1.919 98.948       

10 .105 1.052 100.000       

Extraction Method: Principal Component Analysis. 

Source: Primary data analysis 

Table 5 presents the outcomes of a principal component analysis (PCA) applied to items associated with the 

challenges banks face in adopting sustainable banking practices. The table comprises two main data sets: initial 

eigenvalues and rotation sums of squared loadings. The initial eigenvalues illustrate the amount of variance each 

principal component (PC) accounted for prior to rotation. The first PC captures the most significant portion of 

variance (38.396%), followed by the second PC (15.465%), third PC (12.537%), fourth PC (10.443%), and so on, 

down to the 10th PC, which accounts for the smallest portion of variance (1.052%). The rotation sums of squared 

loadings provide insight into the variance each PC explains after undergoing rotation. Rotation is a process that 

adjusts the principal components to enhance their interpretability and simplify the analysis. Despite the rotation, 

the first PC continues to account for the most variance (25.933%), followed by the second PC (19.491%), the 

third PC (19.409%), and so on, down to the 10th PC, which explains a minimal amount of variance (0.001%). 

Together, the first three principal components account for approximately 64% of the total variance in the items, 

suggesting that a small number of underlying factors significantly influence the variability in the data. This insight 

can assist researchers and practitioners in sustainable banking by revealing critical challenges in adopting 

sustainable banking practices. 
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Figure 1 Scree plot shows different challenges banks face in adopting sustainable banking practices. 

 

Source: Primary data analysis 

 

A scree plot serves a similar function in exploratory factor analysis by helping to identify which factors should be 

retained in the final solution. A scree plot is a graphical representation demonstrating the number of factors to 

retain by plotting eigenvalues on the y-axis. When the eigenvalues fall below one, an “elbow” appears in the scree 

plot, signaling the optimal cut-off point for selecting the number of factors to extract in the final solution. Based 

on the scree plot shown in Figure 1, it was concluded that four factors would be extracted from the analysis, 

providing a solid foundation for exploring the key challenges banks face in adopting sustainable banking practices. 

 

Table 6: Rotated component Matrix of items showing different challenges banks face in adopting 

sustainable banking practices. 

S. No Items Component 

1 2 3 4 

1 Executive-level support strengthens sustainable 

banking efforts in India 
.845       

2 Branch-level support helps to strengthen sustainable 

banking efforts in India 
.688       

3 Increased customer base .860       

4 Competitive advantage   .826     

5 Higher returns in the longer run   .719     

6 Reduced resource consumption   .639     

7 Engagement with global bodies strengthens sustainable 

banking efforts in India. 
    .752   
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8 A uniform policy on sustainable banking in India is 

required to strengthen sustainable banking efforts in 

India. 

    .623   

9 Reputational benefits     .872   

10 Compliance with mandatory CSR expenditure 

guidelines 
      .931 

Source: Primary data analysis 

 

The first listed factors can be grouped as “Sustainable Banking Growth.” This factor encompasses the following 

variables: 

1. Executive-level support strengthens sustainable banking efforts in India. 

2. Branch-level support helps to strengthen sustainable banking efforts in India. 

3. Increased customer base. 

In India, sustainable banking efforts are reinforced through multiple levels of support within financial institutions. 

At the executive level, commitment from top management plays a crucial role in championing sustainability 

initiatives providing the strategic direction and resources needed to integrate environmentally and socially 

responsible practices across banking operations. This support establishes a strong foundation for sustainable 

banking. Similarly, branch-level support is essential for implementing sustainability measures effectively at the 

grassroots level. When branch managers and staff embrace and advocate for sustainable practices, it ensures that 

these efforts are consistently applied across all customer interactions and operational activities. This close-to-

customer approach can lead to higher trust and satisfaction, ultimately fostering customer loyalty. These sustained 

efforts in banking operations can lead to an increased customer base. Customers are becoming more aware and 

appreciative of banks prioritising sustainability, making them more likely to choose these banks for their financial 

needs. Consequently, sustainable banking practices contribute to environmental and social well-being and drive 

growth and expansion within the banking sector. 

The second factor listed can be grouped as “Sustainable Business performance.” This factor encompasses the 

following variables: 

1. Competitive advantage 

2. Higher returns in the longer run 

3. Reduced resource consumption 

By adopting sustainable practices, businesses can differentiate themselves from their competitors. This uniqueness 

can attract customers who prioritise environmental and social responsibility, giving the business a distinctive edge 

in the market. Sustainable practices may also open doors to partnerships and collaborations with other businesses 

and organisations that value sustainability, further enhancing the company’s market position. While the initial 

investment in sustainable practices may be higher, these initiatives often yield long-term financial benefits. 

Sustainable business operations can save costs through improved efficiency and waste reduction. 

Additionally, companies known for their sustainable practices may attract and retain loyal customers and 

investors, contributing to stable, long-term growth and profitability. Implementing sustainable practices often 

involves optimising using energy, water, and raw materials. Businesses can lower operational costs by minimising 

waste and using resources more efficiently. This benefits the environment by reducing the ecological footprint and 

improving the company’s bottom line by decreasing expenses related to resource consumption. 
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The third factor listed can be grouped as “Strategic Alignment in Sustainable Banking “. This factor encompasses 

the following variables: 

1. Engagement with global bodies strengthens sustainable banking efforts in India. 

2. A uniform policy on sustainable banking in India is required to strengthen sustainable banking efforts in 

India. 

3. Reputational benefits 

Engagement with Global Bodies Strengthens Sustainable Banking Efforts in India suggests that active 

involvement and collaboration with international organisations or bodies focused on sustainable banking can 

enhance the effectiveness and impact of sustainable banking initiatives in India. By engaging with global bodies, 

such as the United Nations Environment Programme Finance Initiative (UNEP FI) or the International Finance 

Corporation (IFC), Indian banks can gain access to valuable resources, expertise, best practices, and global 

standards related to sustainable banking. This engagement can lead to knowledge sharing, capacity building, and 

adopting sustainable banking principles and frameworks that align with global sustainability goals, ultimately 

promoting environmentally and socially responsible banking practices within the Indian financial sector. A 

Uniform Policy on Sustainable Banking in India is Required to Strengthen Sustainable Banking Efforts in India 

highlights the necessity of implementing a consistent and comprehensive regulatory framework or policy 

specifically focused on promoting sustainable banking practices across all financial institutions in India. 

Sustainable banking initiatives in India may lack uniformity and standardisation due to different banks or 

regulatory authorities adopting varying approaches and guidelines. By establishing a unified policy framework, 

regulators can set clear guidelines, standards, and incentives for integrating environmental, social, and governance 

(ESG) considerations into banking operations and decision-making processes. A uniform policy can help create a 

level playing field, drive greater transparency and accountability, encourage innovation in sustainable finance 

products and services, and foster a more resilient and responsible banking sector that contributes positively to 

India’s sustainable development goals. Reputational Benefits refer to the advantages or positive outcomes an 

individual, organisation, or institution can gain regarding their reputation or public image from engaging in 

specific actions or behaviours, such as practicing sustainable banking. In sustainable banking, financial institutions 

prioritising environmental and social responsibility in their operations and investments can earn reputational 

benefits by being perceived as ethical, trustworthy, and socially conscious entities by customers, investors, 

regulators, and other stakeholders. These reputational benefits can enhance brand value, customer loyalty, investor 

confidence, and stakeholder trust, ultimately contributing to long-term business success and competitiveness. 

Additionally, a strong reputation for sustainability can attract socially responsible investors, partners, and 

employees, further reinforcing the positive impact of sustainable banking practices on both financial performance 

and societal well-being. 

The fourth factor listed can be grouped as “Regulatory Compliance.” This factor encompasses the following 

variables: 

1. Compliance with mandatory CSR expenditure guidelines 

“Compliance with mandatory CSR expenditure guidelines” denotes the adherence of corporations to 

governmental regulations mandating the allocation of a portion of their profits towards Corporate Social 

Responsibility (CSR) initiatives. This entails companies integrating social and environmental considerations into 

their business strategies and operations, allocating funds to address societal challenges such as education, 

healthcare, environmental conservation, and community development. Adhering to these guidelines requires 

companies to maintain transparency in reporting their CSR expenditures, assess the impact of their initiatives, and 

face potential penalties for non-compliance. By complying with these regulations, companies demonstrate their 
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commitment to responsible business practices, contribute to sustainable development, and enhance their reputation 

among stakeholders as socially responsible entities. 

 

Conclusion  

The adoption of sustainable banking practices in India is not merely an option but a necessity for ensuring the 

long-term viability of both the financial sector and the broader economy. The challenges faced by Indian banks in 

this transition are complex and multifaceted, ranging from regulatory hurdles to a lack of expertise in sustainable 

finance. However, as this study has demonstrated, there are also significant opportunities for banks to contribute 

to sustainable development through responsible lending, investment, and risk management practices. One of the 

key findings of this study is that awareness and understanding of sustainable banking are still relatively low within 

the Indian banking sector. For sustainable banking practices to be successfully adopted, there needs to be a 

concerted effort to build capacity within banks, both in terms of knowledge and resources. This includes training 

bank employees, developing new financial products that align with sustainability goals, and creating internal 

frameworks for assessing and managing environmental and social risks. Regulation and policy also play a critical 

role in facilitating the adoption of sustainable banking practices. The Indian government and regulatory bodies 

need to provide clear guidelines and incentives for banks to integrate sustainability into their operations. This 

includes developing a regulatory framework that encourages banks to engage in green financing and penalizes 

activities that contribute to environmental degradation.  

Additionally, collaboration between banks, regulators, and other stakeholders is essential for creating an enabling 

environment for sustainable banking. Another important conclusion of this study is the need for banks to engage 

with their stakeholders, including customers, investors, and civil society, to promote sustainable practices. Banks 

have the potential to influence the behaviour of other sectors by integrating ESG criteria into their lending and 

investment decisions. By prioritizing projects that contribute to environmental protection, social welfare, and good 

governance, banks can drive positive change in the economy.  

In conclusion, the adoption of sustainable banking practices in India is both a challenge and an opportunity. While 

there are significant barriers to overcome, the potential benefits for the banking sector and the broader economy 

are substantial. By embracing sustainability, Indian banks can contribute to a more resilient, equitable, and 

sustainable future. However, achieving this goal will require a collaborative effort from all stakeholders, including 

banks, regulators, policymakers, and civil society. The path to sustainable banking may be complex, but it is a 

necessary journey for the long-term prosperity of the Indian economy and the well-being of its people. 
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