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ABSTRACT

Due to continuous exploitation of environmental resources nowadays sustainable development becomes a global
challenge. Sustainable development means using resources in such a way that leads to environmental
conservation and meets present as well as future human needs too. All over the world profit and nonprofit
organizations witnessing a green movement today in order to preserve the environment for next generations.
Banks and financial institutions are also part of this trend. The initiatives taken by banks are termed as “Green
Banking”. Green Banking refers to practices adopted by banks for paperless transactions, reducing carbon
emission, energy efficiency and funding projects related to environment friendly green initiatives. This paper
explores the concept of Green Banking, its various aspects and initiatives of Indian banks.
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INTRODUCTION

Banking sector plays an important role in the economic growth of a nation. Banks may not be the polluters themselves

but they will probably have banking relationship with some companies/investment projects that are polluters or could
be in future. The banking sector is generally considered as environmental friendly in terms of emissions and pollutions.
Internal environmental impact of the banking sector such as use of energy, paper and water are relatively low and clean.
Environmental impact of banks is not physically related to their banking activities but with the customer's activities
(Sahoo et. al 2007).

Green Banking is comparatively a new development in the financial world. It is a form of banking taking into account
the social and environmental impacts and its main motive is to protect and preserve environment. Foreign banks are
practicing green banking on a much serious note. Some of the foreign banks have introduced a formal Environmental
and Social (E&S) risk policy to govern lending activities way back in 1997 (IDRBT report Aug 2013).

Green banking can benefit the environment either by reducing the carbon footprints of consumers or banks. Online
banking is an example of this. When a bank™s customer goes online, the environmental benefits work both ways.
Several studies have analyzed the positive correlation between environmental performance and financial performance
(Hamilton, 1995; Hart, 1995; Sahoo et. al 2007). As the banks are among one of the major sources of financing
instrument for commercial projects so they can play a major role in promoting environmental sustainability by funding
the socially and environmentally responsible investment projects. In the above backdrop this paper tries to focus on
following issues-

1) Concept of Green Banking

2) Benefits of Green Banking

3) Steps adopted by banks for Green Banking
4) Initiatives taken by Indian Banks

CONCEPT OF GREEN BANKING
Defining green Banking is relatively easy which implies incorporating and promoting environment friendly practices

and reducing carbon footprint from banking activities. Institute for Development and Research in Banking
Technology defines “Green Banking is an umbrella term referring to practices and guidelines that make banks
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sustainable in economic, environment, and social dimensions. It aims to make banking processes and the use of IT and
physical infrastructure as efficient and effective as possible, with zero or minimal impact on the environment”. It is also
called “Ethical Banking” or “Sustainable Banking”.In particular, green banking coverage includes: 1)Sustainable
banking 2)Ethical banking 3)Green mortgages 4)Green loans 5)Green credit cards 6)Green savings accounts
7)Green checking accounts 8)Green money market accounts 9)Mobile banking/ Online banking 10)Remote deposit
(RDC)

Based on Eustris and Clermont Florida USA “Green Bank” (Established in 2006) is the first Green Bank of its kind to
promote green initiatives. In India State Bank of India took the lead in this trend followed by ICICI Bank.

BENEFITS OF GREEN BANKING

The world has seen much focus on economic progress and mankind has made giant steps in its journey through time.
The side effects of the development process have, however, also been equally enormous, namely, loss of biodiversity,
climatic change, environmental damage, etc. As environmental issues gain greater attention, pressure is being placed on
all industries, including financial services, to implement "green” initiatives. The banks should go green and play a pro-
active role to take environmental and ecological aspects as part of their lending principle, which would force industries
to go for mandated investment for environmental management, use of appropriate technologies and management
systems. A truly green bank can reduce their carbon footprint by building more efficient branches, implementing more
energy-efficient operational procedures, offering transportation services for their employees and carefully screening
their lending in environment-sensitive industries. Some benefits are following by going green-

1) Paperless Banking- Almost all banks in India work on Core Banking Solution (CBS). Thus there is less paper is
used for office correspondence, audit and reporting etc. Online banking service not only avoids paper work but also
provides customers fast and anytime transactions.

2) Create Awareness- By sponsoring environment conservation events banks not only fulfill social responsibility but
also brighten the image.

3) Environmental Standards for Lending- Banks follows Environmental Standards for Lending which force business
owners to do environment friendly operations.

STEPS ADOPTED BY BANKS FOR GREEN BANKING

Some studies (Jha and Bhome 2013; Bahal 2012) have documented the prime steps that can be taken for going green in
banking:-

1) Go Online-Online banking is the developing concept in young and corporate India. Online banking helps in
additional conservation of energy and natural resources. Online Banking includes: a. Paying bills online, b. Remote
deposit, ¢. Online fund transfers and d. Online statements. It creates savings from less paper, less energy, and less
expenditure of natural resources from banking activities. Customers can save money be avoiding late payments of fees
and save time by avoiding standing to queues and paying the bill from home online.

2) Use Green Checking Accounts- Customers can check their accounts on ATM or special touch screens in the banks.
This can be called as green checking of account. Using a green checking account helps the environment by utilizing
more online banking services including online bill payment, debit cards, and online statements. Banks should promote
green checking by giving some incentives to customers by giving higher rate of interests, waiver or discount in fees etc.

3) Use Green Loans for Home Improvements-The Ministry of Non-renewable Resource in association with some
nationalized and scheduled banks undertook an initiative to go green by paying low interest loans to the customers who
would like to buy solar equipment. Before you undertake a major home improvement project, study if the project can
be done in an eco-friendly manner and if you might qualify for a green loan from a bank Green loan are perfect for
energy-saving project around the house.

4) Power Savings Equipment- Banks can directly contribute to controlling climate change and as an initial step they
intend to start a campaign to replace all fused GSL bulbs, in all owned premises offices and residential. Banks can also
make a feasibility study to make rain water harvesting mandatory in all the Bank"s owned premises. In December 2009
Indusind Bank inaugurated Mumbai‘s first solar-powered ATM as part of its ,,Green Office Project™ campaign titled
,Hum aur Hariyali*.

5) Use Green Credit Cards- Some of the banks introduced Green Credit Card. The benefit of using a green credit card
is that banks will donate funds to an environment-friendly non-profit organization from every rupee you spend on your
credit card to a worthwhile cause of environment protection.
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6) Save Paper-Bank should purchase recycled paper products with the highest post-consumer waste content possible.
This includes monthly statements, brochures, ATM receipts, annual reports, newsletters, copy paper, envelopes etc.
Whenever available, vegetable-based inks are used instead of less environmentally friendly oil-based inks.

7) Use of Solar and Wind Energy-Using solar and wind energy is one of the noble cause for going green. State Bank
of India (SBI) has become the first bank in the country to venture into generation of green power by installing
windmills for captive use. As part of its green banking initiative, SBI has installed 10 windmills with an aggregate
capacity of 15 MW in the states of Tamil Nadu, Maharashtra and Gujarat.

8) Mobile Banking- Mobile banking is tricky. On the one hand, it is great to have the ability to check balances, transfer
funds or pay bills from you phone. One the other hand, it saves time and energy of the customers. It also helps in
reducing use of energy and paper of the bank. Most of the Indian banks introduced this paper-less facility.

INITIATIVES TAKEN BY INDIAN BANKS

To elucidate the concept of green banking in India, the initiatives taken by the largest public sector bank i.e State Bank
of India(SBI) and largest private sector bank i.e ICICI are listed.

Green Initiatives by SBI:
« Introduced Green Channel Counters and no queue banking in over 5000 branches across India.

« Supporting the construction of wind farms in India.

» Making a commitment that new building will adopt green building standard including utilizing natural lighting and
recycled water.

+ Implementing policies aimed at achieving carbon neutrality.

« Online money transfers between United States and India from branch banks.

Initiatives taken by ICICI Bank:

« Instabanking: It is the platform that gives the customer convenience of anytime anywhere banking through Internet
banking, i-Mobile banking, IVR Banking. This reduces the carbon footprint of the customers by ensuring they do not
have to resort to physical statements or travel to their branches.

+ VVehicle Finance: Bank offers Auto 50% waiver on processing fee on car models which uses alternate mode of energy.
The models identified for the purpose are, Maruti“s LPG version of Maruti 800, Omni and Versa, Hyundai*s Santro
Eco, Civic Hybrid of Honda, Reva electric cars, Tata Indica CNG and Mahindra Logan CNG versions.

» Home Finance- Bank offers reduced processing fees to customers who purchase homes in ,,Leadership in Energy and
Environmental Design™ (LEED) certified buildings.

CONCLUSION

There is a lot of scope for all the banks but only few have initiated towards green banking. In order to contribute better
towards sustainable banking, financial institutions and the government will have to make drastic changes in their
policies. Government should formulate a green policy guidelines and financial incentives .Educating the masses about
this form of banking will be a good way to start. All the listed strategies should be adopted to save earth and build bank
image, which will lead to customer satisfaction also.
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