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Abstract- The banking sector plays a crucial role in 

the economic prosperity of a country like India by 

optimising the use of national resources through 

lending, investing, and transferring funds both 

domestically and internationally. Evidently, there are 

various concerns such as poverty levels, capital 

scarcity, limited entrepreneurship, and 

environmental hazards. Sustainable banking 

practices are defined by banks' initiatives aimed at 

promoting financial advancement. Banking 

practices play an important role in sustainability in 

commercial banks. It includes transparency, 

accountability, and ethical behaviour. Commercial 

banks comply with strong corporate governance 

requirements, encompassing an effective risk 

management system, transparent reporting 

strategies, and adherence to ethical principles and a 

code of conduct. Sustainable banking practices 

promote minimizing the environmental impacts of 

market operations. Sustainable banking includes 

responsible lending, ethical investing, climate risk 

management, and the advancement of financial 

inclusion. The aim of the study is to understand the 

essential components and importance of 

sustainability in various commercial banks. The 

research implies descriptive statistics, including 

percentages, frequencies, charts, and graphs, for 

analysis. Researchers conduct an analysis of the 

hypothesis using a regression analysis. We selected a 

total of 50 respondents from the study area, 

employing a questionnaire as an instrument. The 

study determined that collecting the perspectives of 

diverse stakeholders is essential for understanding 

the impact of banking practices on sustainability with 

special reference to commercial banks. 

 

Indexed Terms- Banking Practices, Sustainable 

Performance, Green Laon, Green Bonds, 

Sustainable Supply Chain Financing, Sustainable 

Mortgages, Green Investment Funds 

I. INTRODUCTION 

 

The degradation of the climate, attributable to 

unsustainable practices, necessitates the formulation 

and implementation of a more sustainable approach 

for human everyday activities. A sustainable strategy 

involves methods that fulfil the current needs of 

humanity while also addressing future requirements 

(Brundtland, G.H. 1987).  

 

In India, the majority of banks will initiate their 

sustainability journey with offering green lending 

products and services, together with the necessary 

processes, people, and technology (Bharati, et al. 

2022). In recent decades, concerns regarding 

sustainability have gained prominence due to 

heightened knowledge among stakeholders of the 

adverse social and environmental consequences of 

corporate behaviour. Organisations in several 

industries are adopting a long-term perspective and 

using sustainable business methods to address these 

issues. Regarded as a sector essential to a nation's 

economic advancement (Beck, Thorsten, et al. 2000). 

 

Terminology such as socially responsible investment, 

corporate social responsibility (CSR), environmental, 

social and governance (ESG), and value-based 

intermediation is currently garnering significant 

interest and discourse, as the emphasis in finance and 

investments shifts from mere wealth maximisation to 

the principles of sustainable and ethical finance. The 

argument persists on whether the adoption of 

sustainable social and environmental policies may 

yield favourable economic results. The possible 

beneficial impact of ethical business behaviour on 

financial performance merits more study (Igbudu, 

Nicholas, et al. 2018). 

 

Sustainability in the banking sector is increasingly 

recognised as the creation of not only financial and 
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economic value but also enduring environmental and 

social value for diverse stakeholders, including 

shareholders, employees, customers, suppliers, 

communities, and public sector partners, while 

prioritising the needs of future generations. There are 

various technological advancements have occurred in 

the Indian financial system throughout the post-reform 

era. The Indian banking sector has implemented 

essential measures to effectively adapt to 

technological advancements. This advancement in 

technology and an increase of innovation act as 

prudent strategies to meet the demands of increasingly 

discerning, smart consumers while enhancing market 

competitiveness by mitigating rising expenses. (Wang 

et al. 2003). 

 

The function of banks in the economy necessitates the 

adoption of a more sustainable approach by enterprises 

within the industry. Sustainable banking is the process 

of employing financial products and services to foster 

a sustainable environment. (Global Alliance for 

Banking on Values (GABV). 2018). Sustainability is 

perceived as a method essential for guiding principles, 

which has also been considered the desire of clients 

(Weber, O., 2005). Consequently, this requires 

enhancement in the sustainable functioning of 

financial institutions. The pursuit of more sustainable 

methods has resulted in the establishment of 

microfinance institutions aimed at enhancing social 

performance, in contrast to the traditional objectives of 

most financial organisations (Sanfeliu, C.B. et al. 

2013), which has been said to be an essential strategy 

in the attainment of social and financial 

performance (Daher, L et al.., 2013). Moreover, 

enhancing sustainable performance necessitates 

integrating sustainability into the frameworks of 

financial institutions at both local and global levels 

(Oyegunle, A et al.., 2015). 

 

II. CONCEPTUAL BACKGROUD OF THE 

STUDY 

 

The Indian banking sector had a significant history of 

expansion. It evolved as an instrument for economic 

development by the 1960s. In 1969, the nationalisation 

of the 14 largest banks, which account for 85 percent 

of the nation's total deposits, occurred with the 

enactment of the Banking Companies Ordinance, 

1969. In 1980, an additional six prominent banks were 

nationalised in a second phase to enhance 

governmental control over credit distribution. The 

Indian banking sector is presently classified into 

scheduled and non-scheduled banks. Scheduled 

commercial banks and co-operative banks are those 

included under the second schedule of the Reserve 

Bank of India Act, 1934. Similarly, across several 

areas of the economy, information and communication 

technology (ICT) has become important to the Indian 

banking sector. The fundamental functions of banking 

remain unchanged; nevertheless, the delivery of 

banking services has evolved due to the integration of 

new technological advancements, particularly in 

information and communication technology (ICT). In 

contemporary times, it is inconceivable to envision 

financial transactions without the utilisation of 

information and communication technology (ICT). 

The integration of ICT in the Indian financial sector 

has transformed the landscape of Indian banking. 

Consequently, technology has swiftly surpassed 

barriers and permeated various sectors by generating 

new products, services, market opportunities, and 

enhancing information and systems-oriented business 

and management processes (Liao and Cheung, 2002). 

 

III. EVOLUTION OF SUSTAINABLE 

BANKING PRACTICES 

 

Sustainable banking practices have evolved 

significantly due to changing societal expectations, 

regulatory frameworks, and market dynamics, 

categorized into key phases. 

1. Early Awareness and Engagement (1970s-1990s): 

The 1970s saw the rise of sustainable banking, as 

banks began to recognize the risks associated with 

unsustainable practices and began integrating 

environmental and social considerations into their 

operations. 

2. Development of Ethical and Socially Responsible 

Banking (1990s-2000s): In the late 90s and early 

2000s, ethical banking and socially responsible 

investments gained momentum due to increased 

awareness of environmental, human rights, and 

corporate governance scandals. Banks began offering 

ethical investment funds, screening investments in 

controversial industries, and implementing CSR 

initiatives. 

3. Rise of Sustainable Finance and ESG Integration 

(2000s-Present): In 2000, banks began adopting 
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sustainable finance principles and ESG integration, 

identifying business cases for sustainability and 

integrating ESG factors into risk management, 

investment decision-making, and product 

development processes (Sharma, Shruti, et al.2024).  

 

IV. ESSENTIAL KEY COMPONENTS OF 

SUSTAINABLE PERFORMANCE 

 

Environmental Considerations: The sustainable bank 

assesses its loans and investments to minimize 

ecosystem damage, reduce carbon emissions, and 

support low-carbon economy transition. Their 

financial plans promote energy efficiency, integrating 

sustainable practices like reducing paper use and using 

green building models, aiming to minimize 

environmental impacts (Vikas et al., 2023). 

 

Social Responsibility: Banks prioritize social 

contributions by supporting community development, 

social equity, and financial inclusion. They offer 

products and services tailored to underserved 

populations, such as microfinance for small businesses 

and affordable housing loans for low-income 

individuals. They also engage in philanthropic 

activities and support organizations working for social 

causes like poverty allegations, education programs, 

and healthcare (Kinan et al. 2023).  

 

Governance Practices: Sustainable banking involves 

practices such as transparency, accountability, and 

ethical conduct, with banks adhering to high corporate 

governance standards, risk management frameworks, 

transparent reporting practices, and ethical principles 

and code of conduct (Dinesh et al..2023). 

 

Risk Management: The material factors for these 

banks are environmental and social issues that can 

impact its financial success and reputation. The bank 

performs a thorough assessment of the above risks and 

incorporate them into their risk management processes 

which includes but not limited to credit risk analysis, 

procedure for due diligence for investments & stress 

testing scenarios to assess the resilience to shocks 

related to environment and social (Joaquin et al., 

2023). 

 

Stakeholder Engagement: Sustainable banks actively 

engage with an extensive variety of stakeholders, 

including customers, investors, regulators, civil 

society organizations, and local communities. By 

listening to stakeholder concerns and incorporating 

their feedback into decision-making processes, banks 

can build trust, identify emerging issues, and align 

their strategies with the needs and expectations of 

society (Joaquin et al., 2023).  

 

Innovation and Collaboration: Banks foster innovation 

and collaboration to address complex social and 

environmental challenges, collaborating with 

government agencies, NGOs, and educational 

institutions to develop sustainable products or services 

(Sharma, Shruti, et al., 2024). 

 

Banking Practices on Sustainable Performance: 

Sustainable Mortgages: Home loans are used to 

finance energy-efficient homes or green buildings 

with LEED certifications or energy star ratings. These 

loans may offer lower interest rates, reduced fees, or 

incentives to encourage homeowners to invest in 

energy-efficient upgrades, renewable energy systems, 

or environmentally friendly home features. 

 

Sustainable Supply Chain Financing: This financing 

solution provides financing to supply chains that 

promote environmental and social practices, offering 

programs, invoice financing, and trade finance 

facilities to encourage sustainable sourcing, 

production, and distribution practices like fair trade, 

ethical labour standards, and responsible resource 

management. 

 

Green Loans: These loans are designed to finance 

projects that are environmentally sustainable like 

renewable energy, enhanced energy efficiency, green 

buildings, sustainable buildings and technology 

measures. These loans offer favourable terms like 

lower interest rate or longer periods of repayment so 

as to encourage investment in green projects.  

 

Green Bonds: Green bonds are debt instruments issued 

by governments, municipalities, corporations, or 

financial institutions to fund environmentally 

sustainable projects. The funds are used for renewable 

energy generation, energy efficiency improvements, 

sustainable transportation, green buildings, and 

climate resilience initiatives. Green bonds adhere to 
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recognized principles and undergo third-party 

certification for transparency and credibility. 

 

Green Investment Funds: These funds finance a 

diversified portfolio by pooling investors' funds into 

environmentally sustainable assets or projects. They 

focus on sectors like renewable energy, clean 

technology, sustainable agriculture, and climate 

adaptation, aiming to generate financial returns while 

positively impacting the environment. They can 

integrate ESG processes into their investment and 

management processes (Sharma, Shruti, et al.2024).  

 

V. REVIEW OF LITERATURE 

 

Kinan et al. (2024). “This paper explores the rise of 

sustainable banking practices, including sustainable 

lending, green finance, and responsible banking, and 

their impact on sustainable development and financial 

stability. It seeks to understand the effectiveness of 

these practices in promoting environmental 

sustainability, social inclusion, and long-term 

financial resilience”. 

 

Vikas et al. (2023). “The study aims to develop a 

conceptual framework to understand customer 

intentions towards sustainable banking practices and 

services, using planned behaviour and environmental 

knowledge. Sustainable banking practices, including 

sustainable lending, green finance, and responsible 

banking, have gained prominence in recent times as 

financial institutions recognize their importance. The 

study seeks to understand the effectiveness of these 

practices in promoting environmental sustainability, 

social inclusion, and long-term financial resilience”. 

 

Dinesh K et al. (2023). “This paper focused on Green 

banking that is a crucial initiative in the banking 

industry to promote sustainability and sustainable 

development. In India, banks are promoting energy-

efficient buildings and electronic banking, but still 

face challenges in implementing these practices. This 

article examines the concept and extent of green 

banking, analysing recent initiatives and challenges. 

The research, based on secondary data analysis, 

suggests a need for increased awareness and adoption 

of green banking practices in the current scenario, 

characterized by innovative technologies, to enhance 

sustainability and create a more environmentally-

friendly future”. 

 

Sharma D et al. (2023). “The study explores green 

banking, India's sustainable development initiatives, 

and challenges in implementing green banking 

practices. It highlights the need for improved 

knowledge and implementation of green banking 

practices in India, given the current technological 

context, to promote sustainability and create a more 

environmentally friendly future”. 

 

Chen et al. (2022). “This study aimed to explore the 

impact of green banking practices on the 

environmental performance and sources of green 

financing of private commercial banks in Bangladesh. 

Data was collected from 322 banking employees using 

a survey method. Structural equation modelling 

(SEM) was used to identify key relationships between 

variables. The results showed that banks' employees, 

daily operations, and policy-related GB practices had 

significant positive effects on green financing, while 

customer-related GB practices were not statistically 

significant. Green project financing also had a strong 

positive influence on environmental performance. The 

study highlights the importance of daily operation and 

policy-related GB practices in influencing 

environmental performance, while highlighting policy 

implications and directions for future research in this 

area”. 

 

Sun et al. (2020). “Researcher explores the study on 

impact of green banking initiatives on CSR, co-

creation, and green customer loyalty in the Pakistani 

banking industry. It identifies green banking as a novel 

technique that promotes green financing and CSR 

practices by integrating a sustainable banking strategy 

into banking operations. This research highlights the 

significant influence of green banking on these 

factors”. 

 

A Krishna et al. (2012). “The Indian banking industry 

has a rich history, spanning from British practices to 

reforms, nationalization, privatization, and the rise of 

foreign banks. Despite technological advancements, 

trust and confidence remain crucial aspects of 

banking. Most banks maintain stakeholder confidence, 

but new risks are emerging. This paper aims to identify 

the sentiments, challenges, and opportunities for the 
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Indian banking industry. It is divided into three parts: 

introduction, discussing challenges and opportunities, 

and concluding that urgent emphasis is needed on 

Indian banking products and marketing strategies to 

gain a sustainable competitive edge. This article is 

useful for bankers, strategists, policymakers, and 

researchers in the banking industry”. 

 

VI. OBJECTIVES 

 

1. To understand conceptual background of 

sustainable banking practices. 

2. To analyses the sustainability on banking practices 

adopted by commercial banks. 

 

VII. HYPOTHESIS 

 

HO: There is no impact of banking practices on overall 

sustainability. 

H1:  There is an impact of banking practices on overall 

sustainability. 

 

VIII. RESEARCH METHODOLOGY 

 

Primary data has been collected through well-

structured questionnaires and interviews with diverse 

stakeholders of commercial banks. Secondary data has 

been collected from library records, books, 

newspapers, journals, magazines, and websites. 

Secondary data gave a detailed view about the 

problem statement. The study is descriptive and 

analytical in nature. For the analysis purpose, simple 

statistical tools like simple percentage and regression 

analysis are used. 

 

IX. SAMPLING 

 

• A sample of 50 respondents has been selected and 

analyzed.  

• The methods of sampling used to collect data are 

convenient sampling.  

• Convenient sampling is a type of non-probability 

sampling in which the sample is drawn from a 

nearby population segment. 

 

 

 

 

X. STATISTICAL TOOLS USED 

 

SPSS software version 21 is used to analyze the data. 

To analyze the data, descriptive technique i.e., 

Regression Analysis is used for analyzing hypothesis. 

 

XI. STUDY AREA 

 

The study was conducted among the diverse 

stakeholders of commercial banks. The area chosen 

for the study in the Davangere. 

 

XII. RESULT & DISCUSSION 

 

Table 01: General Information of Respondents: 

Variable

s 

Characteristi

cs 

No. of 

Respo

ndents 

Percent

age 

(%) 

Gender Male  32 64 

Female 18 36 

 

 

Age 

Group 

20- 30 years 10 20 

31-40 years 18 36 

41- 50 years 14 28 

Above 51 

years 

08 16 

 

 

Educatio

n 

SSLC 01 02 

PUC 08 16 

Graduation 26 52 

Post 

Graduation 

15 30 

 

 

Monthly 

income 

Below 

10000 

08 16 

10,001-

20000 

09 18 

20001-

30000 

12 24 

Above 

30000 

21 42 

Source: The data collected from the field survey 

 

Objective: To analyse the sustainability on banking 

practices adopted by commercial banks. 

Hypothesis Analysis 

HO: There is no impact of banking practices on overall 

sustainability. 

H1:  There is an impact of banking practices on overall 

sustainability. 
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ANOVAb 

Model Sum of Squares df Mean Square F Sig. 

 

Regression 10.492 3 3.497 88.007 .000a 

Residual 1.828 46 0.04     

Total 12.32 49       

 

a. Predictors: (Constant), Sustainable Supply Chain Finance, Sustainable Mortgage, Green Investment Funds 

b. Dependent Variable: Sustainability  

Source: The data collected from the field survey 

 

Interpretation:   

The above table significances the impact of banking 

practices on sustainability on commercial banks. From 

the table it can be observed that mean squares between 

the groups are 3.497 and within the group is 0.04 

respectively. The P value is less than 0.05 hence null 

hypothesis is rejected at 5% level of significance and 

alternative hypothesis is accept. 

              

Summaries of Regression Coefficients for Banking 

Sustainable Performance 

Coefficientsa 

Model 
Unstandardized Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

 

(Constant) 0.081 0.109   0.741 0.463 

Green Loans 0.002 0.166 0.002 0.014 0.03 

Green Bonds 0.012 0.087 0.013 0.138 0.04 

Green Investment 

Funds 
0.007 0.02 0.02 0.335 0.02 

Sustainable Supply 

Chain Finance 
0.044 0.142 0.044 0.306 0.001 

Sustainable 

Mortgage 
0.938 0.123 0.944 0.051 0.001 

a. Dependent Variable: Sustainability  

Source: The data collected from the field survey 
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Interpretation:  

From the above table it can observe that Green loans 

is found to be significantly impact on sustainability as 

we can observe that (Regression co-efficient is 0.002, 

t=0.014, P<0.05). Hence alternative hypothesis is 

accepted. 

 

Green Bonds is found to be significant impact of 

sustainability which can assess by the table with 

(Regression coefficient= 0.013, t=0.138, P<0.05) at 

5% level of significance. Hence, we can state that null 

hypothesis is rejected and alternative hypothesis is 

accepted.  

 

Green Investment Fund is found to be significant 

impact of sustainability which can assess by the table 

with (Regression co-efficient = 0.02, t=0.335, P<0.05) 

at more than 5% level of significance. Hence, we can 

state that null hypothesis is rejected and alternative 

hypothesis is accepted. 

 

Sustainable Supply Chain Finance is found to be 

significant impact of sustainability which can assess 

by the table with (Regression Co-efficient (0.044, 

t=0.306, P<0.05) hence null hypothesis is rejected and 

alternative hypothesis is accepted. 

 

Sustainable Mortgage is found to be significant impact 

of sustainability which can assess by the table with 

(Regression co-efficient= 0.944, t=0.051, P<0.05) at 

5% level of significance. Hence, we can state that null 

hypothesis is rejected and alternative hypothesis is 

accepted. 

 

XIII. FINDINGS 

This is evident from the various subsequent findings 

attained. 

• Commercial banks are implementing green 

financial practices, such as green bonds, green 

investment funds, green loans, sustainable supply 

chain finance, and sustainable mortgages to 

promote environmental sustainability. These 

initiatives can increase demand from 

environmentally conscious, diverse stakeholders, 

thereby boosting the bank's long-term profitability 

and reputation. 

• The demand for sustainable investment ESG 

funds, has surged, leading to a growing 

stakeholders base and improved profitability for 

commercial banks offering these products. 

• Commercial banks that focus on green loans tend 

to build more resilient portfolios, leading to 

enhanced long-term returns and stability. 

• Green bonds and sustainable investment practices 

are gaining popularity due to increasing interest in 

green finance, which provides banks with 

attractive returns. 

• Commercial banks, through their focus on the 

Green Investment Fund, are contributing to a 

transition towards a low-carbon economy, 

enhancing their financial performance. 

• Commercial banks, through their focus on 

sustainable supply chain finance, are contributing 

to a transition towards a funding sustainable 

practice, risk management, and enhancing 

transparency, making sure that financial decisions 

align with broader environmental and social goals. 

• Commercial banks, through their focus on 

sustainable mortgages, are contributing to a 

transition toward reduced risks, improved long-

term stability, and support for broader global 

sustainability efforts, making sure that there is an 

opportunity for banks to align their financial 

products with environmental, social, and 

governance (ESG) criteria, helping to create a 

more sustainable housing market. 

 

XIV. SUGGESTION 

The study suggests that commercial banks can 

improve their sustainability performance by adopting 

green banking practices, offering products financing 

sustainable projects like renewable energy and energy-

efficient technologies. By integrating Environmental, 

Social, and Governance (ESG) criteria into their 

investment portfolios and lending practices, banks can 

attract socially responsible investors and improve their 

environmental reputation. Offering microfinance 

products or affordable banking services to 
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underserved communities can also enhance social and 

economic sustainability. The adoption of fintech can 

provide more accessible, sustainable financial 

services, promoting financial inclusion and 

sustainability. Transitioning to digital services can 

reduce paper usage and environmental impact, leading 

to cost savings and improved sustainability. Offering 

loans linked to sustainability performance can increase 

customer engagement in sustainable practices. 

CONCLUSION 

Banking practices significantly impact sustainable 

performance in commercial banks. By integrating 

sustainable finance, adopting practices on Sustainable 

Performance, and focusing on Green Loans, Green 

Bonds, Sustainable Supply Chain Financing, 

Sustainable Mortgages, and Green Investment Funds, 

banks can drive economic and environmental 

sustainability. Implementing CSR initiatives, 

sustainable investment products, and inclusive 

financial services enhances social equity and fosters 

long-term financial stability. Incorporating sustainable 

risk management, such as assessing climate-related 

financial risks and promoting responsible lending, 

ensures banks are resilient in environmental and 

economic challenges. Banks that embrace digital 

transformation and operational sustainability reduce 

their carbon footprints, improving performance and 

reputation. Aligning practices with sustainability 

principles allows banks to thrive in an increasingly 

environmentally conscious and socially responsible 

financial landscape, unlocking new growth 

opportunities, enhancing stakeholder trust, and 

securing long-term profitability. 
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