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Abstract: 

The robustness of any modern economy is based on the solidity of its financial system.  

Sustainable financial practices represent a vital strategic investment approach that actively 

incorporates responsible behavior, robust climate risk management, and ethical practices 

upheld by corporations. By prioritizing ESG factors, businesses can drive positive change 

and achieve a more resilient future... This study explores the sustainable financial practices 

embraced by the Indian banking industry and the challenges these institutions encounter in 

incorporating these practices into their overall business strategies. The conceptual study 

also aims to provide a comprehensive understanding of the effectiveness of implementing 

sustainable financial practices by offering potential solutions. 
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2.1 Introduction: 

The growth and development of emerging economies is a pivotal trend that shapes the 

global economic landscape and banks plays a crucial role in it.  

Since the inception of the Swadeshi movement, which encouraged self-reliance and the use 

of indigenous resources, banks have significantly contributed to converting dormant savings 

into productive capital. This process drives investment, promotes entrepreneurial initiatives, 

and fosters overall economic progress. 

In recent years, one of the most important strategies banks have adopted is the 

implementation of sustainable financial practices. This approach involves the integration of 

Environmental, Social, and Governance (ESG) metrics into their core operations, 

demonstrating a growing global commitment towards sustainability.  
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By incorporating these metrics, banks not only ensure that they are operating responsibly 

but also that they are aligning with international standards aimed at promoting ethical 

practices within the financial sector. 

These sustainable practices contribute to enhanced anti-money laundering efforts, as the 

transparency and accountability mechanisms required for ESG compliance help mitigate 

financial crimes.  

Additionally, banks focusing on sustainability are in a stronger position to "Manage the 

risks associated with their investment portfolios, ensuring that they uphold the integrity of 

their business strategies.” 

The commitment to sustainability is especially important in the context of climate change. 

By focusing on responsible resource management and ethical investment practices, banks 

can significantly reduce their negative environmental impact.  

This proactive approach allows them to not only comply with regulations but also to play 

an influential role in driving the transition to a more sustainable economy. Ultimately, such 

initiatives are crucial for addressing the multifaceted challenges posed by climate change 

and for ensuring a sustainable future for upcoming generations. 

Embracing sustainable financial practices within the banking sector is crucial for advancing 

both environmental and social well-being.  

However, this transition is fraught with considerable challenges that demand attention. 

Banks need to pay attention on the following issues in implementing Sustainable Financial 

Practices: there is lack of awareness, more initial cost, greenwashing, resistance from 

clients, staff training towards sustainable metrics… 

2.2 Need for The Study: 

The ongoing global transition towards sustainability encourages banks to embrace 

sustainable practices.  

This evolution is essential for fostering a harmonious balance among Economic growth, 

environmental stewardship, and social equity which are essential components for a 

sustainable future.  

There is a growing necessity for an in-depth study focused on identifying the barriers that 

banks face in promoting economic resilience.  

Such research will enable banks to make informed strategic decisions that not only enhance 

their operational effectiveness but also foster collaboration among stakeholders. By 

understanding these challenges, banks can play a crucial role in driving innovative policy 

changes that support economic stability and growth. 



Money Management and Indian Economy 

12 

 

2.3 Theoretical Framework: 

 Sustainable Value Framework by   Stuart L.  Hart and Mark B. Milstein (2009) 

 

Figure 2.1:  Stuart L. Hart and Mark B. Milstein (2009) 

The Sustainable Value Framework, developed by Stuart L. Hart and Mark B. Milstein, 

provides insights into how businesses can generate value while being environmentally and 

socially responsible. This framework emphasizes the importance of integrating 

sustainability into fundamental strategies of business, allowing corporates to address global 

challenges and identify new opportunities. 

2.4 Review of Literature:  

• Shruthi Sharma (2024) The study investigates the increasing importance of sustainable 

financial practices among financial institutions in recent years. It explores the strategies 

these institutions are using to incorporate sustainability into their operations and 

decision-making. Additionally, the research aims to identify effective practices that lead 

to long-term financial resilience and contribute to environmental sustainability. By 

analysing industry trends and case studies, the study highlights best practices that 

enhance financial performance while promoting a more sustainable economy.  

• Kishore kumar (2024) The study constructively explores the journey toward achieving 

inclusive growth by evaluating the current landscape of sustainable banking adoption. 

The findings suggest that banks can enhance their responsiveness to sustainability 

issues, as they have moved more slowly compared to other industries. Public sector 

banks are making commendable efforts to address social challenges, such as providing 

gender-specific loans, while private sector banks have the opportunity to further 

strengthen their commitment to environmental concerns by actively embracing 

international guidelines. This presents a valuable opportunity for all banks to improve 

their practices and contribute to a more sustainable future. 

• Kinan Salim (2023), The study investigates the connection between corporate 

environmental performance and the stability of banks. To test the above relationship, a 
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dataset was selected that includes information from 473 banks across 74 countries 

worldwide. The findings negatively impacted the connection between corporate 

environmental performance and the stability of banks. However, the research also 

indicated a positive effect between financial products and bank stability. 

• Ajad Akbar (2022) This study aims to explore the various green practices that banks are 

implementing and assesses their importance in the contemporary landscape. It delves 

into the different ways in which banks are contributing to environmental sustainability, 

examining their initiatives and strategies. Furthermore, the study highlights how these 

financial institutions are lining up their goals with the Sustainable   Development Goals 

(SDGs), showcasing their commitment to fostering a greener and more sustainable 

future for all. 

• Deepika Saxena (2022) This paper seeks to examine the diverse sustainable banking 

practices implemented by both local and international banks. Furthermore, it 

underscores the absence of comprehensive guidelines from the apex bank (RBI) 

concerning their adoption of sustainable financial practices and the evaluation of their 

effectiveness. 

2.5 Research Gap:  

Despite the increasing emphasis on sustainability within the global financial sector, a 

significant research gap exists concerning the specific challenges faced by Indian banks in 

implementing sustainable practices. Most existing studies concentrate on global banking 

systems or provide generalized insights, overlooking the unique regulatory and operational 

contexts relevant to Indian banks. While there is notable attention to green financing and 

ESG (Environmental, Social, and Governance) compliance, the practical challenges of 

integrating sustainability into core banking operations—such as credit policies, risk 

assessment, and investment strategies—remain inadequately explored. Additionally, the 

roles of smaller and regional banks have received less attention, as research often focuses 

on larger institutions. Moreover, there is a troubling disconnect between policy directives 

issued by the Reserve Bank of India (RBI) and their implementation at the grassroots level. 

Further exploration of customer awareness, employee training, and technological 

innovations as potential enablers or barriers to sustainable practices is also necessary. This 

study aims to address these gaps by investigating the challenges faced by Indian banks in 

aligning their operations with sustainability initiatives. 

2.6 Limitations of The Study:  

The study focuses only on few Limitations of implementing Sustainable financial practices 

only in banking industry  

2.6.1 Objectives:  

1. To understand the various sustainable financial practices adopted by Indian Banking 

Industry 

2. To identify the challenges of implementing Sustainable Financial Practices in the 

banking sector of India. 

3. To evaluate the strategies employed by the banking sector in India to address those  
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2.6.2 Challenges: 

Modes of Sustainable financial practices adopted by the Indian Banking sector:  

1. Financial Inclusion:  

Financial inclusion is one of the key aspects of sustainable practices and also tries to align 

its interest with SD Goals such as Reducing inequality (Goal 10), supporting economic 

growth (goal 8), and Encouraging Financial investment (Goal 13). 

 

Figure 2.2: Financial Inclusion Source: PMJDY website (sept 2023) 

The diagram clearly demonstrates that banks are significantly enhancing their efforts to 

promote financial inclusion. There is a strong upward trend in their performance, with 

public sector banks taking the lead in this important initiative.  

2. Annual Sustainable debt issuance:  

 

Figure 2.3: Annual Sustainable debt issuance 2013-2021 Source: Bloomberg (2021) 



A Study on Challenges in Implementing Sustainable Financial Practices with Special Reference to ... 

15 

 

The data above illustrate the significant increase in Sustainable Debt issuance in the Indian 

banking sector from 2013 to 2021. Notably, there has been a rise in social bonds and 

sustainability bonds, which can be attributed to global commitments such as COP26 and the 

growing awareness of ESG initiatives. 

3. Digital Banking and Paperless Transactions: 

 

Figure 2.4: Digital Banking and Paperless Transactions 

Source: Mordor Intelligence 

The diagram above illustrates the growth in smartphone users, facilitating digital 

penetration in the banking sector. This trend can be seen as a step toward a paperless 

economy and helps banks reduce operational costs. 

2.6.3 Challenges in Implementing Sustainable Financial Practices:  

1. Lack of Awareness: One of the primary obstacles is the prevailing lack of awareness 

and expertise regarding sustainable banking practices. Many financial institutions 

operate within a framework that prioritizes immediate profitability, often side-lining the 

long-term advantages of sustainability. Additionally, regulatory and policy 

uncertainties create an unpredictable environment, making it difficult for banks to 

commit to sustainable initiatives. 

2. Huge Initial cost: The initial costs associated with adopting sustainable models can be 

daunting. Banks are often compelled to focus on short-term gains, which can 

inadvertently conflict with their sustainability goals. The perception of green 

investments as inherently riskier further complicates this transition, as it can deter banks 

from fully embracing sustainable financial practices. 

3. Green washing issues: Moreover, the issue of greenwashing—where organizations 

exaggerate their commitment to environmental responsibility—casts a shadow over 

genuine efforts. This, coupled with the difficulties in accurately measuring data related 

to sustainability efforts, creates a murky landscape for banks trying to navigate these 

waters. 



Money Management and Indian Economy 

16 

 

4. Resistance from Clients: Resistance from clients and markets adds another layer of 

complexity. Many customers may be hesitant to shift toward sustainable options due to 

a lack of understanding or perceived inconvenience. Additionally, technological and 

infrastructure barriers make the transition even more challenging, as do the limited 

levels of awareness among customers regarding the importance and benefits of 

sustainability. 

5. Imparting knowledge to employees: To effectively tackle these hurdles, banks must 

invest significantly in staff training to equip their teams with the necessary knowledge 

and skills. Establishing clear regulations and standardized metrics will also provide a 

framework for sustainable practices. Moreover, leveraging advanced technology can 

help streamline operations and improve data collection related to sustainability. 

Importantly, banks should take the initiative to educate their customers about the 

tangible benefits of sustainable banking. 

2.6.4 Challenges in Implanting Sustainable Financial Practices:  

        

Figure 2.5: Challenges in implanting sustainable 

Source:  author source 

By addressing these challenges head-on, the banking sector can position itself as a leader in 

fostering a more sustainable and resilient global economy, ultimately contributing to a 

healthier planet and society. 

2.7 Strategies Adopted by Indian Banks to Overcome Those Challenges:  

1. Banks have effectively refined their frameworks, solidifying robust risk management 

strategies that are crucial for achieving sustainable financial practices. 

2. Financial institutions are increasingly focused on developing transparent and 

measurable metrics for climate change reporting. In their efforts to align with global 

standards, many banks are striving to follow the guidelines set forth by the “Global 

Reporting Initiative (GRI) and the Task Force on Climate-related Financial Disclosures 
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(TCFD) “. These frameworks aim to enhance the consistency and comparability of 

climate-related information, enabling banks to better assess and disclose their 

environmental impacts. By adopting these standards, financial institutions can improve 

their accountability and support the broader goals of sustainability and responsible 

investment. 

3. Banks have begun to reduce their investments in unsustainable financial practices, such 

as fossil fuels, which may be profitable in the short term but could lead to long-term 

issues by not meeting sustainability requirements. 

4.  Banks are working to improve their engagement with stakeholders, including NGOs 

and customers, to meet current expectations. They are also taking initiatives to educate 

both customers and employees about sustainable practices and encouraging them to 

purchase eco-friendly products. Banks should also train their employees to implement 

sustainable financial practices. 

2.8 Findings: 

• The study discusses the lack of data on the implementation of sustainable methods in 

banking, indicating that the reporting mechanisms are unclear, which may affect the 

effectiveness of the conclusions. 

• Banks have not significantly invested in sustainable initiatives, such as green financing, 

nor have they effectively utilized AI for sustainability assessments by incorporating 

ESG criteria. This presents valuable opportunities for both growth and impact. 

• The study indicates that banks have successfully reduced their carbon footprints over 

the years by adopting mobile banking and e-banking methods. However, they still have 

not managed to raise awareness among customers about the benefits of using digital 

channels for all banking operations. 

• Government initiatives, like tax benefits and subsidies for banks, could be improved to 

better align local and global priorities. Strengthening support in these areas can enhance 

collaboration and address environmental considerations effectively. 

2.9 Conclusions: 

Banks in developing countries must align their operational and lending practices with the 

Sustainable Development Goals (SDGs). They should actively promote projects that foster 

climate resilience and eco-friendly infrastructure, directly contributing to the creation of a 

circular economy.  

It is imperative that banks collaborate with the United Nations Environment Programme 

(UNEP) and Fintech companies to develop robust digital platforms for sustainable finance 

and carbon credit trading. Leveraging AI-driven technology is essential to accurately 

measure the impact of sustainable projects and drive significant economic growth. Banks 

must strictly follow the guidelines established by the Central Bank (RBI) and the Securities 

and Exchange Board of India (SEBI).  

Additionally, they need to be fully prepared to comply with Environmental, Social, and 

Governance (ESG) disclosure requirements. It is essential to take decisive action now. 
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