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Introduction
Sustainable banking, also known as ethical banking or 
green banking, is a concept where banks focus on making 
money and consider the environmental and social impacts 
of their financial activities. It involves making responsible 
and ethical economic decisions that support the planet’s 
and society’s well-being. Sustainable banks aim to balance 
profit-making with environmental conservation, social 
equity, and ethical practices. They often invest in environ-
mentally friendly projects, support social initiatives, and 
adopt eco-friendly banking practices to promote a more 
sustainable and responsible financial system.

The banking industry has a significant industry has a 
significant influence on economic growth, both in terms 
of quality of quantity and quality, which can change the 
way economic growth happens. Green banking can give 
banks a competitive edge in the industry by influencing 
how they plan their strategies. Green banking is a proactive 
approach to saving energy and looking after the environ-
ment. Its main benefit is that it helps safeguard the envi-
ronment for future generations. Green banking reduces the 
need for paper documents as much as possible and focuses 
on electronic transactions like ATM, mobile banking, and 
other digital methods used by customers. These electron-
ics transactions not only promote sustainability but also 
provide convenience for both customers and banks. 

In an era defined by rapid globalization, economic 
interdependence, and burgeoning environmental and 

social challenges, the financial sector stands at the cross-
roads of responsibility and opportunity. Sustainable bank-
ing, a term gaining increasing prominence in the global 
financial lexicon, embodies a profound paradigm shift. It 
represents a pivotal transformation of the banking indus-
try, which has historically been perceived as a driver of eco-
nomic growth but also as a contributor to environmental 
degradation, social inequalities, and financial instability.

Sustainable banking is more than a buzzword; it is 
a multifaceted approach to banking that incorporates 
environmental, social and governance (ESG)consider-
ations into decision-making processes. This approach 
seeks to harmonize profit motives with ethical and eco-
logical imperatives. It aims to align the banking industry 
with broader societal goals, including mitigating climate 
change, fostering social inclusion, and ensuring economic 
stability.

The roots of sustainable banking can be traced back 
to the 1960s and 1970s when the modern environmental 
movement began to gain momentum, At the time, socially 
responsible investing (SRI) emerged as a way for individ-
uals and institutions to invest in companies that aligned 
with their values and beliefs. This was a seminal moment 
in the development of sustainable finance, as it demon-
strated that financial decisions could be used to incentivize 
responsible corporate behaviour.

However, it was not until the late 20th century and  
the early 21st century that sustainable banking gained 
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prominence as a district field within finance. This shift 
was catalysed by a convergence of factors, including the 
growing awareness of environmental and social challenges, 
increased public scrutiny of corporate behaviour, and a 
recognition within the financial industry that long-term 
sustainability was intertwined with financial performance 

The Emergence of Sustainable Banking
The late 20th century brought forth a new understanding of 
the interconnectedness of economics, environmental, and 
social systems. Environmental disasters, social inequality, 
and corporate scandals shook, public trust in traditional 
banking and finance. It became evident that purely prof-
it-driven models were not equipped to address the com-
plex challenges facing humanity. In response, financial 
institutions began to explore a more holistic approach that 
considered their broader impact on society.

The United Nations played a pivotal role in advanc-
ing the sustainable banking agenda. The 1987 Brundtland 
Report, officially titled “ Our Common Future,” introduced 
the concept of sustainable development, emphasizing the 
need for economic growth that does not compromise the 
ability of future generations to meet their own needs. This 
report laid the intellectual foundation for sustainable bank-
ing by highlighting the necessity of balancing economic, 
environmental, and social objectives.

The UN Global Compact, launched in 2000, further 
solidified the commitment of businesses, including banks, 
to align their operations and strategies with ten universally 
accepted principles in area such as human rights, labour, 
environment. And anti-corruption. Banks that joined 
the Global Compact were expected to incorporate these 
principles into their core practices, reflecting a growing 
recognition of role financial institutions play in shaping 
sustainable outcomes.

Defining Sustainable Banking 
Sustainable banking is characterised by its multifaceted 
nature. It encompasses a broad spectrum of practices, pol-
icies, and principles, all designed to ensure that the finan-
cial industry operates in harmony with environmental 
and societal needs. While there is no universally accepted 
definition of sustainable banking, key elements typically 
include:
1.  Environmental Responsibility: Sustainable banks inte-

grate environmental considerations into their lending 
and investment decisions. This may involve financing 
projects with positive environmental impacts, such as 

renewable energy initiatives, and avoiding those with 
significant environmental harm, such as fossil fuel 
extraction.

2.  Social Inclusion: Sustainable banking promotes finan-
cial inclusions and social equity. It seeks to ensure that 
banking services are accessible to marginalised and 
underserved populations, thereby reducing disparities 
in wealth and opportunity.

3.  Ethical Governance: Sustainable banks prioritize eth-
ical standards and transparently communicate their 
ESG commitments and performance to stakeholders.

4.  Risk Management: Sustainable banks recognise the 
long- term financial risks associated with environ-
mental and social challenges. They implement robust 
risk management practices to assess and mitigate 
these risks, safeguarding their own stability and that of 
broader financial system.

5.  Engagement and Advocacy: Sustainable banking often 
engage with their clients and investee companies to 
encourage responsible practices. They may also par-
ticipate in advocacy efforts, both independently and 
through industry associations, promote sustainable 
finance at the policy level. 

6.  Innovations: Sustainable banking fosters innovation 
in financial products and services. It encourages the 
development of green and socially responsible invest-
ment options, as well as financial tools that promote 
sustainability.

7.  Measuring Impact: Sustainable banks assess and report 
on the impact of their activities, considering both 
financial and non-financial outcomes. They use key 
performance indicators (KPIs) and metrics to track 
progress towards sustainability goals.

Drivers of Sustainable Banking
The adoption of sustainable banking practices is driven by 
a confluence of factors that reflect the evolving dynamics 
of the global financial landscape. 
These drivers include:
1.  Regulatory Environment: Governments and regulatory 

bodies worldwide have recognized the importance of 
integrating ESG factors into financial decision-making. 
Regulatory and reporting requirements are increas-
ingly demanding transparency and accountability in 
ESG matters.

2.  Consumer Demand1: A growing number of consumers 
are seeking banking and investment options that align 
with their values. This demand for ethical and sustain-

1 Banking and Financial Markets in Maharashtra 1947 to 2007 by Niti 
Bhasin New Centurey Publication, New Delgi, June 2007 edition



9

Aishwarya Sharma “Enhancing the Sustainability Banking In Indian Banking Sector: A Pathway to Responsible Finance”

able financial services has prompted banks to adapt 
their offerings.

3.  Investor Pressure: Institutional investors, including 
pension funds and asset managers, are incorporat-
ing ESG criteria into their investment strategies. This 
has led to greater scrutiny of the ESG performance of 
financial institutions.

4.  Risk Management2: Financial institutions are becom-
ing more aware of the financial risks associated with 
climate change, social unrest, and governance failures. 
They are integrating these considerations into their 
risk assessments.

5.  Competitive Advantage: Banks are recognizing that 
sustainable practices can confer a competitive advan-
tage. This includes attracting socially conscious and 
investors and mitigating reputation risk.

6.  Innovation and Technology: Technological advance-
ments are enabling the development of new financial 
products and services that facilitate sustainable bank-
ing. Fintech companies are entering the market with 
innovative solutions.

Sustainable Banking in Practice
The implementation of sustainable banking principles 
varies across institutions and geographies. However, sev-
eral common practices illustrate the tangible steps that 
financial institutions are taking to integrate sustainability 
into their operations:
1.  Green Financial3: Sustainable banks often provide 

financing for green projects and initiatives that pro-
mote environmental sustainability. This includes 
renewable energy projects, energy-efficient building 
construction, and sustainable agriculture.

2.  Socially Responsible Investing: Financial institutions 
offer investment products that align with ESG criteria. 
These funds may focus on themes such as clean energy, 
gender equality, or poverty alleviation.

3.  Responsible Lending: Banks consider ESG factors 
when evaluating loan applications. They may assess 
the environmental and social impact of the borrower’s 
activities and require adherence to sustainability stan-
dards.

4.  Financial Inclusion: Sustainable banks work to reduce 
financial exclusion by offering services to underbanked 
and marginalized populations. This includes provid-
ing access to banking services for those in remote or 
underserved areas.

2 Jeucken, M (2001) “Sustainable Finance and Banking, The Finance 
Sector and The Future of the Planet”. London, Earthscan. 
3 Green, C. F. “Business Ethics in Banking. “Journal of Business Ethics. 
8.8 (1989): 631-634

5.  Ethical Governance: Financial institution establish eth-
ical governance practices that promote transparency, 
accountability, and responsible decision-making. This 
includes ethical lending practices and avoiding invest-
ments in industries with controversial ethical records.

6.  Measuring Impacts: Sustainable banks develop systems 
for measuring and reporting on their impact in envi-
ronmental and social terms. This may include tracking 
carbon emissions reductions, jobs, creation, or finan-
cial literacy improvements.

Review of Literature 
Bahl S., (2012), the research paper conducted a study 
that has shed light on a significant deficiency in aware-
ness regarding the Equator Principles within the Indian 
Context. Despite the vast potential for environmentally 
responsible banking practices, Indian banks have lagged 
in embracing green banking. Only a select few banks have 
taken initial steps in this direction. To date, none of the 
Indian banks have fully integrated green banking as foun-
dational business model for sustainable banking.

Nath, Nyak, & Goel (2014), The study conducted on 
green banking practices has made valuable recommenda-
tions aimed at transforming the conventional operations 
of banks. These suggestions encompass the adoption of 
paperless banking, online banking, and mobile banking, as 
well as the incorporation of a mass transportation system 
and the introduction of green cards crafted from recycled 
plastic.

In their comprehensive analysis, the researchers con-
ducted a SWOC (Strengths, weaknesses, Opportunities 
and challenges) assessment. Their findings revealed that 
one of the major strengths of those proposed changes is 
the potential for significant of these proposed changes is 
the potential for significant time and cost savings. On the 
flip side, the study identified key weaknesses, such as a lack 
of necessary infrastructure and the prevalence of com-
puter illiteracy among some segments of the population. 
On a positive note, the study recognized several oppor-
tunities, including the growing trend of people becoming 
more technologically savvy and environmentally con-
scious. However, it also highlighted a major challenge in 
the form of inadequate internet connectivity, which could 
hinder the implementation of these green banking prac-
tices. Additionally, the study underscored that ensuring 
full security in these banking practices remains a pivotal 
concern that needs to be addressed.

Gobinda Deka (August 2018) This paper delves into 
the viewpoints of customers regarding the incorpora-
tion and utilization of diverse green banking initiatives 
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introduced by banks within the state of Assam, India. 
The research reveals that’s the adoption of green banking 
practices has yielded favourable environmental effects, as 
customers embracing these practices can contribute to 
conserving energy, fuel, paper, water, and time, and finan-
cial resources. In conclusion, this study underscores the 
assertion that “ green banking practices have shifted from 
being merely feasible to becoming an imperative necessity.”

Objective of Study 
The objective of the paper titled “ Enhancing Sustainability 
in Indian Banking Sector: A Pathway to Responsible 
Finances” is to thoroughly investigate and analyse the 
potential benefits, challenges, and strategies associ-
ated with integrating sustainable banking practices with 
ombudsman schemes within the Indian banking sector. 
This study aims to accomplish several key objectives:
1.  Assessment of Current Practices: Evaluate the existing 

landscape of sustainable banking in India, including 
the range of sustainable practices adopted by finan-
cial institutions, the regulatory environment, and their 
effectiveness in promoting sustainability. 

2.  Analysis of Ombudsman Schemes: Examine the role 
and functionality of Ombudsman schemes in the 
Indian banking context, focusing on their capacity to 
address consumer grievances, project consumer rights, 
and ensure accountability among financial institutions.

3.  Identification of Synergies: Identify areas of alignment 
and synergy between sustainable banking principles, 
encompassing environmental, social and governance 
(ESG) considerations, and the objectives of ombuds-
man schemes in enhancing consumer protection and 
responsible finance. 

4.  Regulatory and Policy Evaluation: Scrutinize the 
existing regulatory and policy frameworks govern-
ing sustainable banking and ombudsman schemes in 
India, pinpointing regulatory gaps and areas requiring 
enhancements to facilitate integration.

5.  Development of Integration strategies: Propose prac-
tical and actionable strategies for the seamless integra-
tion of sustainable banking practices with ombudsman 
schemes, taking into account regulatory dynamics, 
operational intricacies, and consumer interests. 

6.  Policy Recommendations: Provide concrete policy 
recommendations and guidelines for government 
authorities, financial institutions, and consumer advo-
cacy groups to facilitate and support the integration of 
sustainable banking practices within the framework of 
ombudsman schemes.

7.  Future Prospects: Discuss the long-term implications 
and scalability of the proposed integration, emphasiz-
ing its role in advancing responsible finance practices, 

fostering sustainable development, and ensuring con-
sumer protection within the Indian banking sector.

By achieving these objectives, the research paper 
aims to contribute to a comprehensive understanding of 
how the integration of sustainable banking practices with 
ombudsman schemes can serve as a pathway to responsi-
ble finance in India, benefiting both the financial industry 
and the broader society. 

The research methodology for the Study involves a 
systematic approach to gathering and analysing data. It 
combines qualitative and quantitative research methods 
to achieve a comprehensive understanding of the subject 
matter. Below is an outline of the research methodology:
1. Research Design:
  The research design for this study is exploratory 

and descriptive. It aims to explore the current land-
scape of sustainable banking in India, assess the role 
of Ombudsman schemes, and propose strategies for  
integration.

2. Data Collection:
 a.  Literature Review: The study of literature reviews 

of existing literature, academic papers, reports, 
and publications related to sustainable banking, 
ombudsman schemes, and responsible finance. 
This forms the foundational knowledge for the 
study.

 b.  Surveys and Questionnaires: The study admin-
isters surveys and questionnaires to various con-
sumers and experts in sustainable finance. The 
survey will gather opinions, perception, and 
insights regarding sustainable banking and the 
integration of ombudsman schemes.

 c.  Quantitative Data: To analyse the qualitative data 
collected through surveys and questionnaires and 
quantitative data as well.

 d.  Integration of framework Development: this 
includes to develop a conceptual framework for 
the integration of sustainable banking principles 
with ombudsman schemes based on the research 
findings, best practices, and stakeholders input.

 e.  Ethical considerations: To ensure that ethical con-
sideration, including informed consent and data 
privacy, are adhered to throughout the data collec-
tion and  analysis process.

Conclusions and Suggestions 
Sustainable banking enhances consumer trust and con-
fidence by enhancing the ombudsman schemes in the 
banking sector significantly enhances consumer trust  
and confidence. The Ombudsman schemes does offer an 
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unbiased and efficient mechanism for resolving disputes, 
which reassures customers that their concerns and dis-
putes will be treated on fair grounds. 

Accountability and Transparency are indeed increased, 
by the Ombudsman Programmes which help to make 
financial institutions more transparent and accountable. 
These initiatives make sure banks follow moral principles 
and legal requirements by offering an impartial assessment 
process. 

Further, by encouraging Responsible Finances, by 
pushing banks to implement customer-focused policies 
and procedures, Ombudsman programmes encourage 
responsible finance. They assist in making sure that con-
sumer welfare and sustainability are given top priority in 
the design and delivery of financial goods and services. 

The Lower Litigation Costs of the existing Ombudsman 
programme can lower legal fees for customers and banks 
alike. These programmes can result in a quicker and less 
expensive settlement of disputes by providing a more 
affordable option than going to court. 

The Improved Regulatory Conformance, where the 
Ombudsman programmes help guarantee banks meet 
regulatory standards. These programmes’ oversight and 
reporting features in locating and resolving non-compli-
ance problems, which enhances regulatory adherence. 

Better Consumer Protection: These programs are 
essential in defending consumer rights because they pro-
vide a forum for complaints about deceptive business tac-
tics, fraud, and other financial misbehaviour. By doing 
this, the banking industry’s overarching framework for 
protecting consumers is strengthened. 
•  The increasing Ombudsman Scheme Jurisdiction: 

Increase the scope of ombudsman programmes to 
include a greater variety of financial services and prod-
ucts. By doing this, it would be made sure that more 
customers may take advantage of the ombudsman’s 
services for protection and conflict settlement. By 
extending the reach of these programmes, new finan-
cial services and products will be included, guarantee-
ing thorough consumer protection. 

•  Developing Public Awareness: Make people more 
aware of the existence and the advantages of ombuds-
man programmes. To inform customers about the 
kinds of concerns that can be resolved through these 
programmes and how to access ombudsman services, 
financial institutions and regulatory organisations 
should work together. Successful public awareness 
initiatives can greatly raise the use of ombudsman 
services and raise customer satisfaction levels in 
general. 

•  Fortifying Working together with regulatory bodies: To 
provide a coordinated approach to consumer protection 
and dispute resolution, encourage closer cooperation 
between regulatory agencies and ombudsman systems. 
Frequent exchange of information and data can enhance 
regulatory supervision and reveal systematic problems. 
This cooperative strategy may result in more efficient 
regulation and enforcement, which would be advanta-
geous to both financial firms and customers. 

•  The implementation of technological solutions can 
be leveraged to improve the effectiveness and acces-
sibility of ombudsman programmes. Virtual hearings, 
automated case management systems, and online com-
plaint submission platforms ca all help to expedite and 
improve the user-friendliness of the dispute resolution 
process. Utilising technology can assist in monitoring 
and examining complaints trends, yielding insightful 
data that can be used to enhance banking procedures. 

•  Review and Improvement regularly: Evaluate 
Ombudsman reprogrammed regularly to determine 
their efficacy and pinpoint areas that require improve-
ment. Conducting periodic assessments helps guaran-
tee that these programmes continue to adapt to new on 
obstacles and changing demands from customers. The 
efficacy and relevance of ombudsman programmes can 
be preserved via mechanisms for continuous develop-
ment that can adjust to changes in the financial envi-
ronment 

•  Urging Banks to Take Proactive Steps for Resolving 
Complaints: Urge banks to take proactive steps for 
resolving complaints before they get to the Ombudsman 
level. Establishing internal dispute resolution commit-
tees and educating employees on efficient complaints 
processing are two examples of how to do this. By pre-
venting disagreements from getting worse, proactive 
resolution can help financial institutions and custom-
ers save time and money. 

•  Incorporating Sustainable Finance Principles: Apply 
sustainable finance concepts to the way ombudsman 
programmes are run. This may entail giving cases about 
governance, social, and environmental (ESG) concerns 
a priority and endorsing financial instruments that 
help achieve sustainability objectives. To help the larger 
community, it can be beneficial to integrate banking 
operations with global sustainability efforts by empha-
sising sustainable finance. 

•  Ensuring Sufficient Funding and Resources: Make 
certain that ombudsman programmes have sufficient 
funding and resources to manage the volume and 
complexity of complaints. Enough money will allow 
these programmes to successfully carry out their man-
date and uphold good service standards. Sufficient 
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resources guarantee the smooth operation of ombuds-
man systems and their ability to deliver useful services 
to consumers. 

These recommendations can be put into practice to 
further deepen the integration of ombudsman schemes 
into the banking. Industry, which will benefit consum-
ers by providing better protection, enhancing regulatory 
compliance, and encouraging responsible and sustainable 
finance. Long-term gains for consumers and financial 
institutions will result from these actions, which will sup-
port the stability and sustainability of the financial system 
as a whole. 
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