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ARTICLE INFO ABSTRACT

In recent years, the global economy has seen an increase in interest and
investment in sustainable practices, particularly in the field of green finance.
This study looks into the impact of green financing on the sustainability of
rural banks. Using a cross-sectional quantitative research approach, data
was collected from a randomly selected sample of 132 Indian respondents
via a structured closed-ended questionnaire with a 5 point Likert Scale. The
data was interpreted using descriptive and inferential statistics. The findings
of this study add to the existing body of knowledge in the context of rural
banks, with implications for both theory and practice, by shedding light on
the effectiveness of green finance as a catalyst for fostering sustainable
business practices and addressing environmental challenges. Furthermore,
the findings of this study provide significant information for governments,
investors, and corporate executives looking to promote sustainability and
reduce environmental risks through smart financial efforts.

Keywords: Green Finance, Management Commitment, Rural Banks,
Sustainability

1. Introduction

In today's intensely competitive business world, firms are increasingly prioritizing environmental
sustainability activities to boost total value. Rural banks, seeing the potential for long-term growth and success,
are utilizing their various resources through green financing initiatives. Banks strive for long-term growth and
success by implementing green finance concepts into their policies and operations. However, there is still a lack
of awareness of the entire value that green financing can add to organizations' sustainability efforts. According
to research, green finance not only improves financial resource allocation efficiency, but it also directs capital
flow to environmentally friendly companies, enhancing overall sustainability [1]. It is highlighted that a
sustained commitment to environmental protection through green finance is essential. Financial regulators are
expected to closely monitor resource allocation, directing industrial enterprises toward energy conservation
and environmental protection. Furthermore, green finance is critical in optimizing resource allocation,
directing consumption and investment patterns, and ultimately improving business sustainability and
organizational structure [2]. With the recent boom in green finance programs and sustainability efforts among
rural banks, questions have arisen about the role of management commitment in shaping the link between
green finance and company sustainability. Management commitment is regarded as critical in developing and
strengthening the link between green financing and sustainability outcomes. As a result, management's
persistent commitment to incorporating green finance into corporate operations is critical for improving firm
sustainability [3]. Management's commitment includes a variety of kinds of support, including efforts to garner
support from the board of directors, allowing for the supply of green finance products such as retail finance,
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asset management, investment finance, and green project insurance. As a result, it becomes clear that
organizations cannot achieve sustainability in isolation, emphasizing the critical role of management
commitment in driving green finance operations and, ultimately, affecting firm sustainability outcomes. While
the discussion about sustainability, company performance, and green finance is not new in literature and
research, there is a significant vacuum in decisive findings [4]. This study seeks to close this gap by using robust
approaches such as correlation multiple regression analysis to explore the influence of green finance on
sustainability in a sample of rural banks in India [5]. The study's findings have the potential to aid bank
management in producing and financing environmentally friendly products, attracting more customers and,
as a result, improving enterprises' immediate and long-term sustainability. Thus, the overarching goal of this
study is to investigate the effect of green finance on organizations' sustainability.

2. Literature Review

Green finance has emerged as an important instrument for companies working to accomplish sustainability
goals. It includes financial goods, services, and investments that promote eco-friendly practices. Numerous
studies have demonstrated its ability to support sustainable growth by linking financial decision-making with
environmental factors [6]. Scholars have emphasized the necessity of incorporating green finance principles
into corporate strategy to reduce environmental risks and increase long-term competitiveness. According to
research, firms that implement green finance efforts improve resource efficiency and lower environmental
footprints, resulting in increased operational resilience [7]. Furthermore, green finance makes capital available
for sustainable initiatives, promoting creativity and technological developments in green technologies.
According to studies, organizations that use green finance strategies outperform their competitors in terms of
financial performance and market worth. Furthermore, green financial frameworks help to ensure regulatory
compliance and stakeholder engagement, which improves company reputation and confidence [8]. However,
problems such as low knowledge, insufficient regulatory frameworks, and financial impediments prevent
widespread implementation of green financing initiatives. To overcome these challenges, governments,
financial institutions, and businesses must work together to raise awareness, encourage investment, and adopt
supporting regulations. Furthermore, empirical research highlights the necessity of strong governance
frameworks and openness in green financing implementation for credibility and accountability [9,25]. Despite
the hurdles, the growing momentum toward sustainability, as well as the increased demand for responsible
investment options, highlight the importance of green finance in advancing organizational sustainability.
Existing research has thoroughly investigated the relationship between green finance and company
sustainability, from many angles. Some studies indicate a strong positive relationship between green finance
and corporate sustainability, emphasizing the potential for green finance activities to improve environmental
performance and promote eco-friendly product creation [10,24]. Furthermore, government support through
green subsidies and the implementation of green financial regulations are viewed as critical aspects in
promoting sustainable behaviors via green financing. Other research, on the other hand, take a different
approach, demonstrating that green finance may have a negative impact on the sustainability of businesses
[11,23]. However, these studies indicate that green financing has a major impact on increasing green
productivity within enterprises. The integrity of green financing processes is emphasized as a direct
contribution to sustainability and cleaner production, demonstrating their importance in promoting
sustainable performance [12]. Furthermore, research examines the direct impact of green finance methods on
the demand for clean energy, implying that financing green projects can encourage enterprises to engage in
clean energy activities, hence increasing environmental performance. Banks' use of green finance instruments,
such as green bonds and loans, has been proven to be strongly correlated with social, economic, and
environmental performance, underlining green finance's potential for furthering sustainability goals [13].
Overall, the literature acknowledges green finance as an unavoidable trend in financial development, acting as
a potent motivator for achieving sustainable performance. Green finance supports businesses to reduce
greenhouse gas emissions and adopt sustainable practices by offering access to green loans and investment
options, contributing to the larger sustainability agenda [14]. Several studies have looked into the link between
green finance and firm sustainability, using quantitative research methodologies to investigate this complex
relationship. The findings of these studies consistently demonstrate a direct link between green money and
sustainability outcomes.

The study by [15] discovered that green finance strategies improve both environmental and economic
performance within organizations. Similarly, [16] confirmed these findings, demonstrating that implementing
green financing initiatives has a considerable impact on enterprises' sustainability efforts. [17] also emphasized
the necessity of proactive management in driving sustainability through green finance. However, research
conducted by [18] identified barriers to the direct influence of green finance on sustainability outcomes, such
as capacity building and stakeholder collaboration concerns in Oman. Nonetheless, [19] analysis highlighted
the broader beneficial implications of green finance, demonstrating its ability to improve environmental, social,
and economic performance within enterprises. Overall, these studies highlight green finance's critical role in
promoting corporate sustainability [20,26]. While constraints such as limited capacity and stakeholder
participation remain, the overall consensus indicates that green finance efforts have tremendous potential to
produce positive environmental and economic outcomes [21,27]. Green finance emerges as a vital tool for
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furthering sustainability goals within the corporate landscape, posing both obstacles and opportunities for
organizations attempting to navigate toward a more sustainable future. Imminent research should look into
the long-term effects of green finance initiatives on organizational performance, as well as innovative funding
mechanisms to help accelerate the transition to a low-carbon economy [22]. To summarize, green finance is a
viable way for enterprises to incorporate environmental considerations into their financial decision-making
processes, so contributing to sustainable development goals and promoting resilience in the face of global
environmental challenges.

3. Study Objectives:
Investigating the Impact of Green Financing on Firms’ Sustainability in Selected Rural Banks
4. Methodology

The study took a quantitative approach that was consistent with its goals, attempting to deliver outcomes
expressed through numerical data and statistical analysis. This strategy allowed for the collecting of massive
datasets from study participants via a questionnaire, providing good generalization of results and flexible data
analysis approaches. The cross-sectional research approach was chosen to collect data from a large number of
study participants at a particular point in time, allowing for both descriptive and explanatory research.
Descriptive research gave a complete description of study variables, but explanatory research examined cause-
and-effect correlations between variables, allowing for the examination of patterns in their linkages. The
population of interest included all rural banks in India, which totaled 132 registered banks. Simple random
selection was used to obtain a representative sample of 132 rural banks. Data was obtained using a
questionnaire created to match with the study's aims, which included closed-ended Likert scale questions
divided into three sections: respondents' demographic profiles, green funding activities, and sustainability
metrics constructs. The questionnaire's design emphasizes clarity and simplicity to assure respondents' full
comprehension and reduce ambiguity in responses.

5. Data Analysis

5.1. Reliability and Validity Test
Table 1: Cronbach Alpha

Sl. No No of Items | Cronbach Alpha
1 8 0.884
2 6 0.876

Cronbach's alpha coefficients greater than 0.7 indicate good internal consistency among the items in the
assessment instrument. This suggests that the items are highly associated, resulting in a reliable and robust

measure of the underlying construct. Thus are both the variables are above 0.7

5.2: Correlation Matrix

Table 2: Correlation Matrix

Items Mean GF Sustainability | P value
Green Finance (GF) 4.73 1
Sustainability (S) 4.68 0.352 1 0.000

Table 2 shows a strong positive association between banks' green finance and sustainability (r = 0.473, p-value
< 0.05). This implies that rural banks' initiatives to finance green projects have concrete benefits in terms of
climate change mitigation, improved waste management practices, carbon emissions reduction, and natural
resource conservation. As a result, these activities help to increase environmental sustainability, which
strengthens the banks' economic sustainability.

5.3: Regression Analysis

Table 3: Regression Analysis
Model R R-Square | Adjusted R Square
1 0.524 0.447 0.426
Effect of green finance on sustainability.

t-value Sig
3.879 0.000

The regression study done to analyze the impact of green finance on corporate sustainability, as shown in Table
3, yielded an interesting result. The study found that green finance has a significant and beneficial impact on
sustainability (B = 0.387, t = 3.897, p < 0.05). This implies that there is a direct link between rural banks' green
finance initiatives and corporate sustainability achievements. Furthermore, the data shows that for every unit
increase in the green finance index, there is an equal increase in business sustainability. Green financing is



8464 Dr. Gowri Shankar et al / Kuey, 30(4), 2743

expected to account for a 44.7% increase in business sustainability. The regression analysis results thus validate
the study's hypothesis, which proposed that green finance had a considerable impact on corporate
sustainability.

6. Conclusion and Recommendation

The study concluded that rural banks' green financing methods have a direct impact on enterprises'
sustainability, which is consistent with prior research findings. This indicates that rural banks actively promote
eco-friendly projects and activities, thereby promoting environmental sustainability and economic progress.
Rural banks play an important role in lowering carbon emissions and conserving the environment by allocating
funds to ecologically desirable undertakings while avoiding assistance for damaging operations. This, in turn,
improves sustainability performance, attracts customers, and increases market share and revenue.
Furthermore, the survey discovered that rural banks provide green funding through a variety of channels,
including green mortgages, commercial building, and insurance, supporting sustainability through eco-
friendly methods. These measures result in cost savings, increased energy efficiency, and lower loan defaults,
all of which improve banks' returns on investment. In addition, investments in climate-smart agriculture
promote ecologically favorable practices, thereby increasing sustainable productivity and lowering greenhouse
gas emissions.

7. Limitation and Suggestion for Further Research

The study recognizes the difficulty of generalizing its findings due to the limited sample size, which limits its
representativeness to the total population. Thus, future research efforts should concentrate on increasing the
sample size to include other commercial banks in the country. This approach would allow for more exact
conclusions to be reached about the subject of research. The study also recognized reliance on a single source
of information as a problem. To overcome this, future study could take a mixed-methods approach, using
several sources of data to supplement one another. This larger focus would enhance the comprehensiveness of
the investigation, providing interesting insights into the differences and similarities between various banking
systems.
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