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Abstract  

Sustainable performance has become a critical benchmark for banks, particularly in 

emerging economies facing environmental and regulatory pressures. This study aims 

to explore how green finance mediates the associations among green banking 

activities (GBA), environmental corporate social responsibility (ECSR), and the 

sustainable performance of commercial banks in Bangladesh, thereby filling gaps in 

emerging markets. The structured questionnaires were administered to 250 bank 

employees via convenience sampling. SmartPLS-4.0 with confirmatory factor 

analysis, bootstrapping (5,000 resamples), and mediation tests was used to analyze a 

reflective higher-order PLS-SEM. The results indicate that green banking activities 

(GBA) have a significant positive impact on green finance (β=0.26, p=0.004), which 

in turn influences sustainable performance (β=0.56, p<0.001). There is no direct 

relationship between ECSR and green finance (β=0.11, p=0.08), but the effect of 

ECSR on the sustainable performance relationship is mediated by green finance 

(indirect β=0.06, t=1.79, p=0.07). Green finance partly mediates the relationship 

between GBA and sustainable performance (indirect β = 0.14, t = 2.92, p = 0.004), 

accounting for 30.58% of the total effect. These findings suggest that banks should 

focus on integrating green finance into GBA and aligning ECSR with financing to 

promote sustainable performance. The research provides significant insights for 

bankers and policymakers aiming to improve sustainable financial structures in 

climate-sensitive developing nations. 
 

Keywords: Green Banking, Environmental Corporate Social Responsibility 

Practices, Sustainable Performance, Green Finance, Banks 
 

1. Introduction 

The global banking sector is progressively shifting from a conventional profit-driven 
model to one that prioritises regulatory demands for sustainability and heightened 
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stakeholder expectations. (Saif-Alyousfi & Alshammari, 2025)  As key financial 
intermediaries, banks play a pivotal role in channeling resources to environmentally 
responsible economic activities; therefore, green banking practices, environmental 
corporate social responsibility, and green finance are at the core of sustainable 
development agendas (Gazi et. al. 2024a). 

Global regulatory bodies have been pushing banks to incorporate environmental 
factors into their operations and financial decisions. This transition is notably 
reflected in Bangladesh through various initiatives by the Bangladesh Bank, such as 
the sustainable finance policy and green banking guidelines. While such regulatory 
initiatives have been put in place, the effectiveness of these practices in improving 
banks' sustainability performance remains highly underexplored in emerging and 
climate-vulnerable economies. 

Green banking is defined as a commitment to both economic growth and 
environmental protection, aimed at providing banking products and services that 
minimize direct and indirect environmental impacts while improving resource 
utilization efficiency and effectiveness (Rahman et al. 2023). It is a consideration of 
internal operations and external financing decisions. Examples of green banking are 
paperless banking, energy-efficient branch management, environmental risk 
assessment, and green credit allocation. 

Environmental CSR is an organization’s commitment to responsible operations that 
focus on minimizing environmental impacts and promoting sustainability through 
initiatives such as supporting eco-friendly projects and reducing ecological footprints 
(Gazi et. al. 2024a). Environmental CSR extends the orientation of reflecting banks' 
voluntary commitments to environmental protection beyond regulatory compliance. 
Although numerous studies have focused on either green banking or CSR 
individually, little has been said about how these two practices, together, influence 
sustainable performance outcomes and the mechanisms by which they do so. There is 
a growing belief that green finance is a vital transmission channel linking 
environmental strategy to measurable sustainability performance. Green finance 
enables banks to convert internal eco-friendly practices and corporate social 
responsibility commitments into improvements in economic, environmental, and 
social performance by allocating financial resources to environmentally desirable 
projects. However, empirical evidence on the mediating role of green finance remains 
limited, especially in developing financial systems such as Bangladesh's (Zheng et. 
al. 2021a). Addressing this gap, this paper develops and empirically tests an 
integrated framework that examines the influence of green banking practices and 
environmental CSR on banks' sustainable performance, with green finance as a 
mediating variable. In the next section, this paper contributes to the literature review 
and develops hypotheses. The research methodology is discussed in the following 
sections, which include data collection, data analysis, measurement results, and the 
structural model. Section four presents the discussion. The last two parts are the study 
contributions and the conclusion. 
 

2. Literature Review & Hypothesis Development 

2.1 Literature Review 

The relationships among green banking practices, ECSR, green finance, and 

sustainable performance can be explained using different theories. For example, 
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institutional theory is a recognized foundation for studying organisational adoption of 

eco-friendly management practices and is grounded in a research framework based 

on stakeholder pressures (Bukhari et al. 2025). Stakeholder theory is an appropriate 

tool for studying banking variables to effectively analyze profitability in the context 

of environmental sustainability commitments (Chandran, 2025). 

Stakeholder theory holds that organisations must be responsible to a wide range of 

stakeholders, including regulators, consumers, workers, shareholders, and society at 

large (Schaltegger & Wagner, 2006). Within the banking sector, green banking 

initiatives appear to enhance legitimacy, stakeholder trust, and reputation (Biswas, 

2011; Chen et al., 2022). Green initiatives foster a conducive environment for 

developing green finance practices within banks by addressing stakeholders' demands 

for environmental responsibility (Zhang et al., 2022).  

Institutional theory can be seen to complement this approach by underlining the 

importance of regulatory, normative, and coercive forces to which organisations are 

subject, shaping their behavioural patterns (Bukhari et al. 2025). In emerging nations, 

the institutions and policies of central banks, as well as the parameters of sustainable 

development, are becoming increasingly significant in pushing banks to merge green 

banking and sustainable finance practices (Zheng et al., 2021a). In Bangladesh, the 

Bangladesh Bank's green banking policy has established green finance as a means to 

meet organisations' environmental expectations (Millat et al., 2012). 

Sustainability is interpreted as the ability of a being to preserve its quality over a 

long, possibly infinite period. This theory also includes the environmental 

dimensions. Environment and sustainability are often used interchangeably, but are 

not synonymous. Sustainability performance encompasses a company's effectiveness 

across environmental, social, and economic dimensions, as well as the factors 

influencing corporate sustainability. The three dimensions are commonly known as 

the triple bottom line concept. Sustainability performance management addresses the 

triple bottom line in corporate and sustainability management (Schaltegger & 

Wagner, 2006). Previous studies indicate that an entity's sustainability performance is 

linked to achieving well-being, considering the longevity of future entities. 

Sustainability constitutes a long-term commitment rather than a temporary measure.  

Nevertheless, the literature is limited in its ability to address the interconnections 

among the economic, environmental, and social dimensions. Economic performance 

refers to the financial outcomes of a bank's operations, measured by its ability to 

generate profits and manage its finances effectively. Environmental performance 

refers to a bank's effectiveness in managing its environmental impact and 

contributing to sustainability. Social performance refers to the efficacy with which 

banks create positive social value for their stakeholders through their operations and 

the delivery of financial services. A bank primarily focuses on fair employment and 

employees' well-being, financial inclusion, responsible lending, community 

development, and support for human rights (Kestane et al., 2019). 

The banking industry is crucial to achieving the SDGs through tools such as green 

banking, green finance, and environmental CSR. Millat et al. (2012) identified green 

banking as a banking technique that motivates environmentally responsible financing 

and sustainable internal processes aimed at reducing greenhouse gas (GHG) 



244 Siddique, Akther and Ashanuzzaman 

emissions. Green banking follows a dual approach. The main priority is to transform 

internal operations into an environmentally efficient one, then to focus on green 

initiatives in other sectors of the economy. Green banking and CSR are essential for 

achieving sustainability in banking operations. Banks can enhance their financial 

performance, mitigate risks, and satisfy their stakeholders by offering eco-friendly services.  

The existing literature identifies ECSR from three different perspectives. The first 

view is an action-based perspective that posits that ECSR encompasses a range of 

actions undertaken by establishments at their discretion (Christmann, 2004). Another 

explanation can be that voluntary environmental actions are related to resources and 

energy (Punte et al., 2007). The second view is a process-based perspective, which 

posits that  ECSR serves as a means to minimise environmental impact by optimising 

an organisation's activities and operations. The third and final view on this is a 

product-oriented perspective, insisting that ECSR is connected to the sustainable 

goods and services that corporations provide (Gilley et al., 2000). It is a 

comprehensive system in which a bank engages in social activities focused on 

environmental sustainability, enabling stakeholders to participate in these efforts 

(Islam et al., 2019). 

Environmental corporate social responsibility is the voluntary actions of banks to 

conserve the environment, in addition to complying with existing rules and 

regulations (Christmann, 2004; Islam et al., 2019). Environmental CSR efforts, like 

other CSR efforts, indicate that banks are concerned about long-term sustainability 

(Gilley et al., 2000; Weber, 2014). Still, empirical studies suggest that CSR efforts in 

banks are not, in themselves, sufficient to boost performance without being translated 

into financial instruments (Guang-Wen & Siddik, 2022). 

Thus, green finance can be identified as an important institutional and strategic 

approach that banks use to implement their environmental strategic initiatives for 

quantifiable results (Zheng et al., 2021b). By allocating financial resources to 

environmental benefits, green finance improves economic stability, reduces risk, and 

increases social value creation (Abuatwan, 2023). Despite the topic's growing 

relevance, very few empirical studies have examined the significant mediating role of 

green banking, ECSR, and sustainable performance, especially in the context of 

developing nations (Karki et al., 2025). 

On these theoretical pillars, this study now presents an integrated framework that 

emphasizes green finance as a transmission channel between green banking practices, 

environmental CSR, and sustainable performance in the banking sector of 

Bangladeshi banks. 

 

2.2 Hypothesis Development 

Bangladesh's green banking practices have been demonstrated to promote green 

finance and enhance sustainability (Khatun, 2021). Commercial banks are essential 

for supporting green finance. In 2020, they gave out green loans worth Tk 11,893 

crore (Zheng et al. 2021b). The default rate in green finance is currently 0.83% as of 

June 2021, which is significantly lower than that of regular banks (Gupta, 2022). 

Central banks also help make banking more environmentally friendly, which in turn 

supports the growth of green finance within the banking industry. In general, green 
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banking practices, such as those initiated by central banks, can positively impact 

green finance in Bangladeshi banks (Zhixia et al., 2018). Thus, the first proposed 

hypothesis is: 

H1: Green banking practices have a positive impact on Green finance in banks. 

Green finance is a crucial component of environmental, social, and corporate 

responsibility practices. It can help companies become more sustainable by utilising 

elements such as green capabilities, innovation, and environmental strategy (Gazi et 
al., 2024b). CSR can be incorporated into environmental issues. Banks can assess the 

environmental impact of their loans and investments. It is also a crucial aspect of 

green finance. This also positively affects their financial performance by increasing 

profitability and return on assets. ECSR initiatives can also enhance reputation, 

trustworthiness, and teamwork, ultimately leading to improved financial results. 

Additional examination is required to comprehend the relationship between reported 

ECSR initiatives and actual corporate behaviours (Ningning & Mengze, 2022). Thus, 

the second hypothesis of this study is: 

H2: Environmental corporate social responsibility practices have a positive impact 

on Green finance in banks. 

Banks can contribute to achieving the SDGs by investing in green projects. This is 

because green financing plays a significant role in financing projects. Banks can 

finance projects that promote renewable energy initiatives and eco-friendly practices 

(Abuatwan, 2023). Banks can bring environmental benefits and help economic and 

social well-being through green finance. Several studies have found that banks can 

mitigate their negative environmental impacts, ultimately leading to improved 

environmental performance. The same applies to countries, as nations have been 

found to achieve economic and environmental benefits by implementing eco-friendly 

strategies, such as utilising renewable energy sources. Adopting environmentally 

responsible financing practices, such as these, and implementing eco-friendly 

strategies can enhance sustainability, improve environmental performance, and 

increase resilience for future generations. (Kothiyal & Tripathi, 2023). Thus, the 

following proposed hypothesis is: 

H3: Green finance has a positive impact on sustainable performance in the banking 

sector. 

Furthermore, to align banking practices with the SDGs, it is essential to implement 

the green and sustainable finance policies issued by the Bangladesh Bank. 

Governments can foster sustainable innovation by collaborating with banks and 

developing green products and services. Banks can also significantly contribute to 

sustainable development and mitigate the effects of climate change by integrating 

green finance principles into their operations (Zheng et al., 2021a). Karki et al. 

(2025) stated that green finance serves as a partial mediator in the relationship 

between green banking practices and bank sustainability performance. Green finance 

directs environmental goals via investment and credit choices, enhancing 

sustainability results. Hence, the fourth hypothesis of the study is:  

H4: Green finance mediates the relationship between green banking practices and 

sustainable performance in banks. 
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Banks' green finance and sustainable performance are closely linked, leading to better 

environmental outcomes and helping them achieve their sustainable development 

goals. Banks' environmental performance improves when they offer green finance, 

financial products, and services that support environmentally beneficial projects 

(Bansal et al., 2023). Banks practice environmental corporate social responsibility by 

reducing their carbon footprints, adopting eco-friendly methods, and investing in 

green projects. Green finance enables these practices to positively impact their long-

term performance. Green finance links environmentally friendly actions with 

financial plans, which set the standard for sustainable performance in Bangladesh. 

Green finance, green banking practices, and sustainable performance all work 

together to strengthen one another. Green finance provides financial solutions that 

support environmentally beneficial projects, thereby amplifying the positive environmental 

impact of banks (Abuatwan, 2023). Thus, the last hypothesis of the study is: 

H5: Green finance mediates the relationship between environmental corporate social 

responsibility practices and sustainable performance in the banking sector. 

To visually represent the conceptual model, the following diagram illustrates the 

relationship among the variables: 

 
Figure 01: Conceptual Framework 

 

3. Methodology 

3.1 Data Collection and Analysis 

Data are collected from 250 commercial bank employees who work in lending, 

operations, or sustainability roles, as they possess direct knowledge of green banking 

practices, ECSR initiatives, and green finance products, after omitting missing, non-

response, and duplicate data using convenience sampling. A convenience sampling 

technique was employed due to access constraints and the absence of a 

comprehensive sampling frame covering bank employees engaged in sustainability-

related activities across Bangladesh. This approach is appropriate for exploratory and 

explanatory research in which respondents possess specialised knowledge relevant to 

the constructs under investigation. To mitigate potential bias, data were collected 

from multiple banks and functional units, and responses were screened to remove 

incomplete and duplicate entries. This study used a quantitative approach to collect 

information through online and offline survey questionnaires. More results are shown 

in Table 01. 
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Table 1: Demographic Profile of Respondents 

Variables Category Frequency 

Gender Male 204 (81.6%) 

Female 46 (18.4%) 

Age 21-30 years 75 (30%) 

31-40 years 139 (55.6%) 

41-50 years 32 (12.8%) 

50+ years 4 (1.6%) 

Education Graduation 25 (10%) 

Post-Graduation 217 (86.8%) 

Professional Degree (e.g., CA/CMA/PhD) 4 (1.6%) 

Else 4 (1.6%) 

Experience  <4 years 108 (43.2%) 

4-6 years 42 (16.8%) 

>6 years 100 (40%) 

 

Partial Least Squares Structural Equation Modelling (PLS-SEM) is a variance-based 

structural equation modelling (SEM) approach that has gained increasing popularity 

in finance and banking research. The use of SEM techniques confirms the quality of 

measurements (Ringle et al., 2024). Thus, a reflective-reflective hierarchical model 

was constructed using the PLS-SEM lens to examine the effects of endogenous 

factors on sustainable performance, as implemented in SmartPLS 4.0. The PLS-SEM 

method is robust and consistent in enhancing the explanatory power of each latent 

variable’s influence on the endogenous variables, employing factor analysis to 

determine optimal components (Akther & Nur, 2022). Confirmatory factor analysis 

(CFA) was conducted to assess the validity of the research model. After CFA 

confirmation, a hypothesis test was performed to ensure the reliability, discriminant 

validity, and convergent validity of the study model. The PLS algorithm was 

employed to specify the outer loading and weight, recognising the significance level 

of each item and achieving significance for the path coefficients. Secondly, a 

bootstrapping technique involving 5,000 resamples was used to confirm the 

hypothesis (Henseler et al., 2009). For sample size under the minimum-R-square 

method, the minimum sample size to show the maximum number of arrows within a 

construct is 217 (for 6 arrows); hence, this sample size is sufficient to achieve 80% 

statistical power (Hair et al., 2021). 

Recent studies have examined GBA and ECSR as two distinct constructs. GBA 

comprises six categories, whereas CSR is derived from previous studies (Tu & Dung, 

2017; Rehman et al., 2021). Green finance is a second-order construct comprising 

three dimensions: economic (GFE), social (GFS), and environmental (GFEE) 

(Raihan et al., 2019; Nwobu et al., 2017). Sustainable performance (SP) is a second-

order construct comprising three factors: economic performance (SPE), 

environmental performance (SPEE), and social performance (SPS) (Khan et al., 
2023; Iqbal et al., 2020; Khan & Quaddus, 2015). The constructs were assessed using 
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a five-point Likert scale, and validity was verified through expert evaluation. A pre-

test was conducted to further refine the structure, content, and readability of the 

questions. SEM has become increasingly prevalent across various domains, including 

business, banking, marketing, and tourism (Khan & Quaddus, 2015; Rezaei et al., 
2017; Zheng et al., 2021b).  

This paper conceptualises employees’ perceptions of green financing and sustainable 

performance as a second-order construct. Previous studies revealed that PLS-SEM’s 

reflective-formative and reflective-reflective constructs are applicable across various 

domains. This study, therefore, proposes a reflective-reflective second-order 

construct based on the literature review. The two-stage and repeated indicator 

approaches are the most widely applied techniques for assessing and validating 

higher-order structures (Wilson & Henseler, 2007; Crocetta et al., 2020; Akther & 

Xu, 2020). The paper also proposes two tiers of this two-step procedure: the 

embedded and disjoint approaches. Sarstedt et al. (2019) created a path model using 

the two-step disjoint method and estimated it. The two-step disjoint model is a 

methodological approach employed in structural equation modelling (SEM) and other 

analytical frameworks. It is particularly applicable when a researcher investigates 

important interrelations among variables but must present precise results regarding 

what those relations may imply (Hanafiah, 2020). Thus, a two-order path model was 

developed for this study and analyzed in two vital phases. Firstly, this study 

examined the first-order components of the second-order construct to define the path 

without considering the second-order construct itself. All of these are directly related 

to every construct that the second order potentially relates to. In the second step, the 

relationships of measurement items and first-order components were investigated 

using a measurement model assessment. Afterwards, the latent variables (LVs) of the 

economic (GFE), social (GFS), and environmental (GFEE) aspects for green finance, 

as well as the LVs of the economic (SPE), environmental (SPEE), and social 

performance (SPS) aspects for sustainable performance, were identified. In the 

second step, the two-order construct was analysed using the LVs stored in the 

original data file. The hypothesis was intended to be validated in the present research, 

and the estimated model is shown in Figure 2. 
 

3.2 Result of Measurement and Structural Model 

The SmartPLS software was utilised for comprehensive data analysis and to assess 

the validity and reliability of the study instrument and research model. The three 

steps for data analysis were followed. The reflective measurement model was 

initially tested by the researcher to verify internal consistency reliability, convergent 

validity, and discriminant validity (Hair et al., 2021). The hierarchical model was 

verified in the second step of this research. The third step of this study employed 

three factors to validate the structural model and identify the hypothesised 

relationships between the constructs. These were the coefficient of determination 

(R²), the path coefficients, and the effect size (f²). 
 

3.2.1 First-order measurement model 

When evaluating the PLS model, the global assessment, its evaluation, and 

interpretation are divided into two aspects: measurement model reliability and 

validity, and structural model estimation. To evaluate the measurement model and 
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enhance and validate the structure and items, CFA was used in this research. This 

was performed by confirming three criteria: discriminant validity, convergent 

validity, and internal consistency reliability (Sarstedt et al., 2019). The construct 

reliability of this study is tested by Cronbach’s alpha and composite reliability (CR). 

Cronbach’s alpha values range from 0.728 to 0.865, which meets the standard value. 

Furthermore, as shown in Table 2, all variables have a general reliability value of 

over 0.7, indicating that the model is internally consistent. The mean variance 

extracted was also calculated to assess convergent validity, and all structures exceeded 

the threshold of 0.50. Composite reliability is also considered a construct validity. All 

average variance extracted figures are greater than 0.5 and below the threshold limit; 

therefore, all items have sufficient convergent validity (Hair et al., 2019).  

 
Table 2: Construct and measurement model of first-order constructs  

Variables  Items Outer loadings VIF Cronbach’s 

alpha 

Composite 

reliability 

(rho_a) 

Composite 

reliability 

(rho_c) 

Average 

variance 

extracted 

(AVE) 

Environmental 

corporate 

social 

responsibility 

(ECSR) 

ECS01 0.792 2.054 0.865 0.867 0.899 0.598 

ECS02 0.824 2.175     

ECS03 0.806 2.193     

ECS04 0.773 1.848     

ECS05 0.761 1.721     

ECS06 0.678 1.478     

Green Bank 

Activities 

(GBA) 

GBA01 0.790 1.826 0.806 0.809 0.861 0.511 

GBA02 0.610 1.381     

GBA03 0.677 1.526     

GBA04 0.746 1.902     

GBA05 0.685 1.471     

GBA06 0.764 1.721     

Green Finance 

Economic 

Dimensions 

(GFE) 

GFE01 0.766 1.789 0.858 0.861 0.898 0.638 

GFE02 0.812 2.033     

GFE03 0.784 1.842     

GFE04 0.785 2.304     

GFE05 0.843 2.760     

Green Finance 

Environmental 

Dimensions 

(GFEE) 

GFEE01 0.817 1.557 0.777 0.778 0.870 0.691 

GFEE02 0.839 1.676     

GFEE03 0.838 1.587     

Green Finance 

Social 

Dimensions 

(GFS) 

GFS01 0.721 1.873 0.864 0.886 0.901 0.645 

GFS02 0.788 2.195     

GFS03 0.832 2.326     

GFS04 0.877 2.526     

GFS05 0.789 1.926     



250 Siddique, Akther and Ashanuzzaman 

Sustainability 

performance 

economic 

dimensions 

(SPE)   

SPE01 0.815 1.610 0.819 0.825 0.892 0.734 

SPE02 0.872 2.058     

SPE03 0.881 1.989     

Sustainability 

performance 

environmental  

dimensions 

(SPEE)   

SPEE01 0.769 1.274 0.728 0.727 0.847 0.648 

SPEE02 0.826 1.658     

SPEE03 0.819 1.597     

Sustainability 

performance 

social 

dimensions 

(SPE)   

SPS01 0.813 1.513 0.764 0.770 0.864 0.680 

SPS02 0.797 1.504     

SPS03 0.862 1.703     

 
Table 3 resembles the output of the discriminant validity test of the constructs. This 

study employed the Fornell-Larcker criterion, which was determined through a cross-

validated comparison of the square roots of AVEs with correlations to other latent 

factors (Chin, 2009; Fornell & Larcker, 1981). In discriminant validity, the off-

diagonal values do not exceed their threshold limits, indicating that no construct is 

highly correlated. (Chin, 2009; Hair et al., 2021).  

 

Table 03: Discriminant validity of the first-order construct  

 

Fornell-Larcker Criterion HTMT analysis  

 ECS GBA GFE GFEE GFS SPE SPEE SPS ECS GBA GFE GFEE GFS SPE SPEE SPS 

ECS                 0.774               

GBA 0.829               0.695 0.715             

GFE 0.448 0.518             0.391 0.436 0.799           

GFEE 0.143 0.192 0.517           0.118 0.143 0.421 0.831         

GFS 0.225 0.264 0.750 0.693         0.195 0.224 0.652 0.575 0.803       

SPE 0.513 0.475 0.626 0.600 0.536       0.432 0.389 0.531 0.482 0.472 0.857     

SPEE 0.505 0.537 0.598 0.659 0.566 0.875     0.401 0.418 0.477 0.500 0.468 0.679 0.805   

SPS 0.494 0.573 0.652 0.590 0.589 0.710 0.827   0.401 0.453 0.527 0.458 0.493 0.565 0.621 0.824 

 

The common method variance (CMV) was assessed using a collinearity test to 

identify common method bias (CMB), following Kock's (2015) recommendation, 

which is the standard approach for evaluating both vertical and lateral collinearity. 

Each item under the individual factor showed a lower Variance Inflation Factor (VIF) 

score (< 3.3), indicating that CMB is not an issue in dealing with data. Finally, 

multicollinearity among the indicators was assessed using the VIF. All values are 
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below the threshold of 5; thus, no multicollinearity issue exists. In summary, 

assessments of the first-order measurement model confirmed internal consistency 

reliability, convergent validity, and discriminant validity, with all metrics meeting the 

established threshold values. 

 

3.2.2 Second-order measurement model 

In the second-order measurement model, this study coincides with several metrics, 

similar to the initial measurement model, such as factor loading, CA, rho_A, CR, and 

AVE, and the output is shown.  

Table 04: Measurement model of second-order construct  

 Cronbac

h’s alpha 

Composite 

reliability 

(rho_a) 

Composite 

reliability 

(rho_c) 

Average variance 

extracted (AVE) 

ECS 0.865 0.866 0.899 0.598 

GBA 0.806 0.808 0.861 0.510 

Green 

Finance 

0.786 0.803 0.875 0.700 

Sustainability 

Performance 

0.831 0.831 0.899 0.748 

 

Table 05: Discriminant validity of the second-order construct  

 Fornell-Larcker Criterion HTMT analysis 

 ECS GBA Green 

Finance 

Sustainability 

Performance 

ECS GBA Green 

Finance 

Sustainability 

Performance 

ECS         0.773       

GBA 0.829    0.694 0.714   

Green Finance 0.332 0.394   0.291 0.335 0.837  

Sustainability 

Performance 

0.561 0.587 0.825  0.476 0.485 0.669 0.865 

 

3.2.3 Evaluation of the Structural Model 

The researchers employed PLS-SEM to estimate the path coefficients for the 

structural model, which illustrates the proposed linkage between the constructs, as 

shown in Table 6. Additionally, before assessing the magnitude of the path 

coefficients, the bootstrapping option is used to test the significance of the path 

coefficients under bootstrapping sampling (Hair et al., 2021; Rezaei et al., 2017). The 

structural model evaluation was justified to test the proposed hypotheses' linkage. 

This test can be performed when the analysis section of the measurement model shows no 

violations. Moreover, the overall structural equation model is visualised in Figure 01. 
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Figure 02: Structural equation model in higher order constructs (HOC) (reflective-reflective 

second-order construct) 

Table 06: Hypothesis testing and structural model with direct, indirect effect, or 

mediation effect via Green finance, and total impact of the structural model 

  Original 

sample 

(O) 

Sample 

mean 

(M) 

Standard 

deviation 

(STDEV) 

T statistics 

(|O/ST 

DEV|) 

P values f-square Decision 

H1 H1: GBA -> Green 

Finance 

0.256 0.260 0.089 2.876 0.004 0.039 Supported 

H2 H2: ECSR -> 
Green Finance 

0.113 0.114 0.063 1.783 0.075 0.008 Not 
supported 

H3 H3: Green Finance 

-> Sustainability 
Performance 

0.557 0.554 0.044 12.632 0.000 0.604 Supported 

 Indirect effect:        

H4 ECSR -> Green 

Finance -> 
Sustainability 

Performance 

0.063 0.063 0.035 1.785 0.074  Full 

mediation 

H5 GBA -> Green 

Finance -> 
Sustainability 

Performance 

0.143 0.143 0.049 2.917 0.004  Partial 

mediation 

 

4. Discussion on the result 

This study examines the direct and indirect relationships among green banking 

practices, environmental corporate social responsibility (ECSR), green finance, and 

sustainable performance in the Bangladeshi banking sector. At first, the hypothesis 

results are presented, and to enhance clarity, the discussion is structured around direct 

and mediating effects. 
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In this study, the first hypothesis (H1) regarding the impact of GBA on green 

financing was found to be positively and statistically significant at a 5% significance 

level. Second Hypothesis (H2) is not supported. Further, the third hypothesis (H3) is 

validated at a 1% significance level about the correlation between green financing 

and sustainable performance. Moreover, two mediating effects of green finance were 

also examined. One was complete mediation, and another was partial, involving the 

mediator as the nexus between ECSR practices, GBA, and sustainable performance, 

which was statistically significant. In other words, green finance mediates between 

ECSR practices and green banking habits at 30.58% and between ECSR practices 

and sustainable performance at 92.25%, respectively.  

Results from the direct effects analysis indicate that green banking practices have a 

significant positive impact on green finance. This suggests that banks that integrate 

environmental considerations into their internal operations—such as adopting 

paperless processes, conducting environmental risk assessments, and implementing 

green lending policies—are better positioned to channel financial resources toward 

environmentally sustainable projects. From the perspective of stakeholder theory, this 

finding implies that banks respond to regulatory and stakeholder pressures by first 

embedding environmental responsibility into their internal business practices, which 

subsequently enables the expansion of green finance activities. On the other hand, the 

direct relationship between ECSR and green finance is not statistically significant at 

conventional levels of significance. That is, voluntary environmental CSR actions 

may not automatically lead to green financing outcomes unless established financial 

structures support them. The analysis above further reinforces the finding that there is 

a strong and positive correlation between green finance and sustainability. By 

financing projects related to renewable energy, environmental responsibility, and 

social good, banks can enhance economic resilience, mitigate environmental risk, and 

increase social value creation. The finding is consistent with the argument that green 

finance is a strategic tool for delivering sustainability on multiple dimensions. 

Mediation analysis helps to shed light on the processes underlying the 

accomplishment of sustainability outcomes. The role of green finance as a partial 

mediator between green banking and sustainability performance indicates that green 

banking practices have both direct and indirect impacts on sustainability, partly 

through green finance. The view of partial mediation argued for the necessity to 

synchronize the greening of operations with the use of green finance. 

Conversely, green finance serves as a full mediator of the link between ECSR and 

sustainable performance. This indicates that environmental CSR has a positive 

influence on sustainability performance only when it is channeled into concrete 

financial choices and green investment approaches. From an institutional theory 

viewpoint, this indicates that formal institutions play an instrumental role in 

converting environmental CSR commitments into performance improvements. 

In sum, findings show that green finance is an essential transmission channel through 

which intentions are translated into outcomes. This therefore means that banks 

operating in emerging economies can improve sustainability outcomes by 

incorporating green finance mechanisms into their green banking strategy or 

approach as part of their CSR strategy, rather than. 
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5. Study Contributions 

This research has made several contributions to the existing body of knowledge on 

sustainable finance and banking. The first contribution is that it has enhanced 

theoretical development by combining stakeholder theory and institutional theory to 

explain how green banking practices and environmental corporate social 

responsibility (ECSR) can impact sustainability performance through green finance.  

Second, this study contributes to the existing body of knowledge by providing 

empirical insights from Bangladesh. In this climate-vulnerable emerging country, the 

principles of sustainable finance are still being developed. Unlike studies conducted 

in developed or highly regulated financial systems, this study demonstrates how 

regulatory pressure from the central bank and stakeholder expectations interact to 

shape banks’ sustainability outcomes. The findings, therefore, enhance the contextual 

validity and generalisability of sustainability research in emerging markets.  

Third, the study offers methodological contributions by modelling green finance and 

sustainable performance as reflective–reflective higher-order constructs using PLS-

SEM. This approach captures the multidimensional nature of sustainability and 

provides a more nuanced understanding of how economic, environmental, and social 

dimensions interact within banking institutions.  

Finally, the study provides practical and policy-relevant insights. The results indicate 

that environmental CSR initiatives contribute to sustainability only when they are 

operationalised through green finance mechanisms. This underscores the importance 

of banks and supervisory authorities moving beyond symbolic CSR efforts and 

making green finance a cornerstone of their banking strategies. This type of research 

is important for policymakers seeking to enhance sustainable finance policies and for 

bank managers seeking to improve sustainability performance. 

 

6. Conclusion 

This study presents green finance as the pivotal mechanism by which green banking 

operations enhance the sustainable performance of Bangladeshi commercial banks 

and fully mediate the impact of environmental corporate social responsibility. These 

results illuminate the channel through which regulatory efforts are translated into 

triple-bottom-line outcomes in climate-vulnerable emerging markets. Theoretically, 

these results combine the resource-based view and stakeholder theory in that they 

emphasize the role of green finance as a systemic mechanism in emerging markets. 

In practice, banks should prioritize placing greater emphasis on green finance 

investments and aligning environmental corporate social responsibility initiatives 

with financing decisions to enable sustainability, whereas policymakers can improve 

regulations to encourage such integration. Despite these observations, the research 

has limitations. The use of convenience sampling among 250 employees introduces 

potential bias, and the cross-sectional design limits causal inference. Self-reported 

data is prone to social desirability bias, and the study was limited to one context 

(Bangladesh) limiting the generalizability of the findings. Future studies may employ 

longitudinal designs to examine temporal dynamics, use objective performance 
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metrics, or explore other mediators such as technological innovation. The model 

would also be confirmed by comparative studies in different economies.  
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