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This study aims to examine the effects of Corporate Social Responsibility (CSR) and green finance dimensions on the environmental performance of banking institutions in a developing economy like Bangladesh. In order to identify the relationship between the study variables, primary data were collected from 388 employees of Private Commercial Banks (PCBs) in Bangladesh using a non-probabilistic convenience sampling method and analyzed using the Structural Equation Modeling (SEM) approach. The results suggested that CSR practices have a positive influence on the environmental performance. Furthermore, the results indicated that the social, economic and environmental aspects of green financing significantly influence the environmental performance of banking institutions. Overall, the paper concludes that CSR practices and financing of various eco-friendly projects play a crucial role in improving the environmental performance of organizations and ultimately promote a sustainable development in the country. Finally, the study’s findings can help managers of banking institutions in emerging economies like Bangladesh strengthen internal resources such as CSR activities and green finance to improve environmental performance. Therefore, the major policy implications are further discussed.
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1 INTRODUCTION
Recently, most countries, especially the emerging ones, have prioritized economic advancement over environmental growth. As a result, they are facing several environmental issues, such as climate change, biodiversity loss, environmental degradation, soil erosion, air pollution, deforestation, land loss, etc. (Zheng et al., 2021a). Bangladesh is considered to be one of the next emerging countries in the world (Nawaz et al., 2020), with huge investment, growth and economic potential to become a market leader in the 21st century (Akter et al., 2018; Zheng et al., 2021a). However, like most developing nations, Bangladesh is also grappling with the problem of climate change and its associated environmental implications (Zheng et al., 2021a). To alleviate these threats and promote a sustainable development, they have developed several initiatives, including the adoption of green financing (Hossain, 2019; Zheng et al., 2021a). In this regard, banking institutions play a critical role by supporting socially responsible initiatives and financing a variety of eco-friendly projects, such as clean energy, alternative energy, energy efficiency, renewable energy, green industry development and waste management, among others (Akter et al., 2018; Zhixia et al., 2018), all of which greatly contribute to an organization’s sustainability performance (Teixeira and Canciglieri Junior, 2019) and the country’s sustainable economic development (Zheng et al., 2021a). Green finance (GF) is a growing concept (Liu et al., 2020) and can be defined as a new monetary tool that integrates economic benefits with environmental preservation (Wang and Zhi, 2016). Corporate social responsibility (CSR), on the other hand, is seen as another activity that assists organizations in improving their business for long-term sustainability (Kolk, 2016). Any organization’s environmental performance can be measured by a number of metrics including low environmental emissions, pollution control, waste reduction and recycling (Lober, 1996). As a result, CSR and GF can be viewed as important approaches to increasing an organization’s environmental sustainability (Kala et al., 2020; Suganthi, 2020).
For several decades, scholars have used CSR to assess an organization’s performance (Ali et al., 2020; Kraus et al., 2020). However, there has been little emphasis dedicated to investigating green finance dimensions and CSR practices in the sphere of environmental performance. Moreover, a few studies have found that green finance significantly improves the environmental performance (Chen et al., 2022; X. Zhang et al., 2022), sustainability performance (Indriastuti and Chariri, 2021; G. Zheng et al., 2021a), and financial performance (Indriastuti and Chariri, 2021). Despite this, Wang et al. (2022) recently investigated the effect of green financing dimensions in accomplishing, excelling, and improving CSR in the banking sector. The study discovered that green finance and its corresponding dimensions (social, economic, and environmental) play a role in increasing the various facets of CSR such as employees, consumers, communities, legal and ethical issues, and stakeholders. Furthermore, literature has confirmed that CSR practices significantly improves organizational performance (Abbas, 2020; Famiyeh, 2017; Galant and Cadez, 2017; Javed et al., 2020; Laskar, 2018; Rı’os-Manrquez et al., 2021; Saeidi et al., 2021; Ying et al., 2021; G. Zhou et al., 2021), environmental performance (Ghisetti and Rennings, 2014; Bamgbade et al., 2018; Kraus et al., 2020; Suganthi, 2020; Ajibike et al., 2021; Sinha et al., 2021), and sustainability performance (Abbas et al., 2019; Ajibike et al., 2021; Indriastuti and Chariri, 2021; Pham et al., 2021; Sadiq et al., 2021). Despite the fact that numerous studies have evaluated a company’s environmental and financial performance through CSR, academics continue to focus on this link due to inconclusive findings (Kraus et al., 2020). Besides, a couple of studies have been conducted to measure the impact of green banking practices on banks’ environmental performance in Sri Lanka (Shaumya and Arulrajah, 2017), India (Kala et al., 2020), Nepal (Risal and Joshi, 2018) and Pakistan (Rehman et al., 2021). In the context of Bangladesh, a few studies have attempted to explore GF and sustainability performance of financial institution (G. Zheng et al., 2021a), as well as CSR and corporate performance (Alamgir and Uddin, 2017). However, the effect of CSR and GF dimensions (social, economic, and environmental) on the environmental performance of banking institutions remain largely unexplored. In addition, there exist limited studies in the direction of CSR, GF and environmental performance based on the primary data. To the best of the author’s knowledge, no research has been conducted on the influence of CSR and GF dimensions on bank environmental performance.
In filling the aforementioned research gap, this study aims to answer the following two research questions: Do CSR practices have a positive influence on the environmental performance of PCBs in Bangladesh? Do GF dimensions such as social, economic and environmental have a positive effect on the environmental performance of PCBs in Bangladesh? In this study, we build on CSR and GF concepts to better understand how banks engage in green financing and social responsibility to improve their overall organizational sustainability. To construct our argument, we deploy the legitimacy theory to understand how corporations might legitimize their social responsibility actions (Suchman, 1995), and extend the concept of GF (Dörry and Schulz, 2018) to improve organizational sustainability performance. Furthermore, this is an empirical study based on survey data collected from the banking industry of an emerging economy such as Bangladesh. In order to examine the relationship between the study variables such as CSR practices, green finance dimensions (social, economic, and environmental), and environmental performance, the study used a structured questionnaire to collect the primary data from 388 bankers of private commercial banks (PCBs) using a non-probabilistic convenience sampling method. Subsequently, the structural equation modeling (SEM) approach was employed to analyze the obtained primary data. Empirical findings indicate that CSR practices have a positive influence on the environmental performance of banking institutions. In addition, the results show that the social, economic, and environmental aspects of green financing have a significant influence on environmental performance.
Moreover, in light of the existing literature on CSR, GF and environmental performance in the context of banking institutions in emerging economies, the empirical findings of the study offer a number of theoretical and practical contributions. First, this study is one of the first to empirically examine the positive association between the various components of GF (social, economic, and environmental) on the environmental performance of banking institutions in Bangladesh, which was overlooked by previous studies (Chen et al., 2022; X. Zhang et al., 2022; G. Zheng et al., 2021a). Second, the significant positive link between CSR and environmental performance in the context of banking sector represents a novel contribution to the existing literature on CSR and organizational sustainability. As a result, the study’s empirical findings are consistent with the concepts of GF and legitimacy theory, which illustrate that GF and CSR practices improve firms’ environmental performance by highlighting the need of societal consent in attaining long-term sustainable growth (Indriastuti and Chariri, 2021). Finally, the empirical findings can help managers of banking institutions in emerging economies like Bangladesh strengthen internal resources such as CSR activities and green finance to improve environmental performance.
The reminder of the paper is organized as follows: Section 2 presents related literature and relevant hypotheses. Section 3 advances the research methodology, followed by the results and discussions in Section 4. Section 5 provides study conclusion and directions for future research.
2 LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
2.1 Legitimacy Theory
According to the legitimacy theory, societal consent is crucial to the promotion of an organization’s environmental sustainability. Besides, legitimacy theory asserts that firms actively seek and maintain legitimacy by integrating corporate ideals, policies, and strategies with community values (Dowling and Pfeffer, 1975). As a result, organizations must choose activities that are appropriate and consistent with social perspectives, beliefs, and norms. Furthermore, green finance can be viewed as a company’s strategy to gain and maintain legitimacy (Chariri, Anis et al., 2018) because it helps businesses to control the environmental implications of their operations by minimizing energy use and decreasing carbon emissions and other adverse consequences (Minatti Ferreira et al., 2014; Chen et al., 2022). According to the legitimacy theory, the substance and extent of CSR activities are determined by the link between societal expectations (e.g., in the form of prevailing social ideologies), managers’ attitudes toward what they believe to be legitimate societal expectations, and company behavior (Gray et al., 1988). As a result, in accordance with the legitimacy idea, businesses should use green finance, social, and environmental initiatives to gain, maintain, or restore their legitimacy. Therefore, the current study developed a comprehensive research model based on the notion of legitimacy theory to evaluate the relationship between GF dimensions, CSR activities, and EP in the setting of banking institutions in an emerging country like Bangladesh.
2.2 Corporate Social Responsibility
The concept of CSR have a long and complicated history (Saeidi et al., 2021). However, it rose to prominence in the 20th century, particularly the early 1950s and has attracted the attention of academics and businesses in recent years (Carrington et al., 2019). The theories, concepts and ideas of CSR are frequently regarded as a western phenomenon due to the region’s solid organizational frameworks as well as efficient and fair legislation (Ansong, 2017). Despite the popularity of CSR concept in the academia and businesses, it lacks a clear and unified definition (Bussmann et al., 2021). The absence of diverse theoretical limits and conceptualization has led to the proliferation of CSR definitions. However, the unified CSR standard definitions advocate that companies must design their strategies in accordance with the society’s ethical expectations (Vuković et al., 2020). According to Carroll (1979), CSR is defined as a firm’s social responsibility, which includes society’s regulatory, economic, moral and discretionary demands of enterprises at any particular time. Furthermore, CSR is defined as a firm’s sense of responsibility to the society and community (both ecological and social) in which it exists (Kaschny and Nolden, 2018). CSR refers to strategies that organizations or firms use to conduct business in a way that is ethical, socially responsible, and developmentally useful to the community (Mocan et al., 2015). Reducing carbon footprints, volunteering, and investing in environmentally conscious business are among the most important CSR activities undertaken by banking institutions (Mocan et al., 2015). Therefore, CSR initiatives can be understood as initiatives that organizations undertake for the benefit of society and the environment in order to achieve overall organizational performance and sustainability.
2.3 Green Finance and its Dimensions
Since its inception, GF has acquired a substantial traction in the economic conversation among international organizations and state governments (D. Zhang et al., 2019). GF has also gained popularity among academics, scholars, researchers and practitioners (D. Zhang, 2018; G. W. Zheng et al., 2021a), and it now represents a new financial model that stresses green investment to safeguard the environment while also promoting economic success (Wang et al., 2019). GF is seen as a vital component of sustainable banking, with a significant influence on the expansion of a balanced economy and markets in general (Akter et al., 2018; Hoque et al., 2019; G. W. Zheng et al., 2021a). GF is a holistic approach that combines numerous initiatives to enhance the monetary system’s economic, social and environmental performance, as measured by Environmental, Social and Governance (ESG) criteria, i.e., factors that are critical components of long-term economic growth and finance (G. Zheng et al., 2021a). The main operations of GF include green bonds, microfinance, sustainable funds, impact investments, active ownership, credits for environmental sustainability and enhancement of entire financial systems. As defined by the EU high-level expert group on sustainable finance, GF is a financial system that addresses challenges such as environmental sustainability, sustainable housing, pension, infrastructural facilities, technological advancement, reducing carbon emissions, as well as other long-term academic and societal issues (G. Zheng et al., 2021a).
Furthermore, several previous studies have described GF as the development of economic, social and environmental implications of financial services (X. Zhou et al., 2020), with a broad influence on the expansion of a sustainable economy and company (Akter et al., 2018). The term “GF” refers to a set of three dimensions known as the “Triple Bottom Line,” which includes social, economic, and environmental aspects (Malsha et al., 2020; G. W. Zheng et al., 2021a). Most research, in particular, identify GF parameters in a unique way. Only a few studies, however, have looked at the connections between the social, economic and environmental components of GF in the banking industry (Akter et al., 2018; Raihan, 2019; G. W. Zheng et al., 2021a). Recently, Zheng et al. (2021a) investigated the development of GF in the Bangladeshi banking sector, particularly in PCBs, and found that the level of consciousness, perceptions and comprehension of the important dimensions of GF and green financing among PCBs bankers was adequate for the successful implementation of GF in Bangladesh to facilitate the country’s long-term eco-development. The study also highlighted renewable energy, energy efficiency, alternative energy, waste management, green sector growth, and so on as key sources of green financing by banking institutions.
2.4 Environmental Performance
Environmental performance is an element of environmental sustainability efficiency that relates to the company’s natural environment activities and goods (Klassen and Whybark, 1999), and can be best assessed via the effective use of the material, as stated by Tung et al. (2014). Furthermore, the emission intensity was applied to estimate the environmental performance of the firm (Qi et al., 2014), and the study stated that the firm’s environmental impact can be calculated using different index, ranking or environmental score. Also, the environmental performance of the firm determines the priorities of sustainability that set the strategic goals in order to meet the objectives of stakeholders, investors, staff, consumers, distributors, and local authorities and also fulfill the regulatory and legal requirements of organizations (Shaumya and Arulrajah, 2017; Akter et al., 2018; Risal and Joshi, 2018). While environmental performance is not the same as organizational protection of the environment, constructive and consistent effort to achieve such well-defined goals of conserving natural resources and business productivity is something far wider (Shaumya and Arulrajah, 2017). Hence, the banking sector is considered one of the key stakeholders in the idea of GF, which has a direct and indirect detrimental effect on environmental performance (Rehman et al., 2021). As a result, the environmental performance of banking institutions can be measured by the activities and strategies that assist organizations in reducing paper usage and energy consumption, improving banks’ compliance with environmental standards, lowering carbon emissions, and providing staff with environmental protection and energy savings training (X. Zhang et al., 2022).
2.5 Hypotheses Development
2.5.1 Corporate Social Responsibility and Environmental Performance
While several scholars have studied the association between CSR and financial and non-financial performance, only a few have explored the relationship between CSR and environmental performance in the context of developing countries (Suganthi, 2020). More recently, the relationship between CSR and environmental performance for long-term business success was investigated by Suganthi, (2020). The study discovered that CSR initiatives significantly improve an organization’s environmental performance, demonstrating that CSR initiatives enable a business look inwards and drives employees to adopt solid and liquid waste reduction. Organizations that invest in CSR projects are more likely to achieve cost savings, enhanced quality, adaptability, better delivery, as well as overall long-term sustainability (Famiyeh, 2017). Furthermore, Sidhoum and Serra (2017) investigated the relationship between CSR and many aspects of performance across United States electric utilities, including the environment, social, economic and governance. The study discovered that economic and environmental performance as well as economic and social performance are strongly linked. It also stated that environmentally friendly technology will promote financial health and aid in the development of a better environmental system, resulting in improved economic outcomes as well as sustainability. Furthermore, CSR perception has a substantial effect on environmental performance (Channa et al., 2021). Despite this, CSR had no significant impact on environmental performance (Kraus et al., 2020). Environmental performance can be enhanced through management commitment to CSR; they can reduce contamination and materials waste during the production process, resulting in recyclable products (Rivera et al., 2017). In this study, CSR initiatives can be defined as initiatives that “organizations undertake for the benefit of society and the environment in order to achieve overall organizational performance, including the environmental performance. Hence, the following hypothesis has been formulated:
Hypothesis 1 (H1): CSR activities positively influence the banks’ environmental performance.
2.5.2 Economic Aspects of Green Finance and Environmental Performance
The economic element of GF is recognized as the most powerful factor driving sustainable funding in banking industries, thus contributing to organizational sustainability (Zheng et al., 2021a). Banks, like other corporate sectors such as energy, manufacturing or chemical industry, cannot ignore ecological problems and must accept environmental responsibility to meet economic goals, enhance their reputation and operate more efficiently (Gallego-Álvarez and Pucheta-Martínez, 2020). Environmental measures pursued by financial institutions are a source of competitive advantage (Carnevale and Mazzuca, 2014). Kala et al. (2020) identified the various green initiatives adopted by the banking institutions to improve their environmental performance. Recently, the research has demonstrated that the economic aspects of GF boost the sustainability performance of banking institutions significantly (Zheng et al., 2021a). This implies that the economic aspect of GF plays an important role in improving the bank’s environmental performance because it addresses issues that lead to sustainable economic growth, competitive advantage and the acquisition of financial implications of climate change from the government. Based on the above reasoning, the following hypothesis has been formulated.
Hypothesis 2 (H2): The economic aspect of GF positively influences the banks’ environmental performance.
2.5.3 Social Aspects of Green Finance and Environmental Performance
The pursuit of environmental benefits as a result of social responsibility is the most important motivation for banking financial institutions to generate green credit and for businesses to perform eco-innovation (Wu et al., 2021). Banking organizations are primarily involved in money and credit transactions, which have no direct impact on the environment (Jaeggi et al., 2018). Green bond issuance lowers financing costs of companies and increases their resource efficiency, thus allowing them to better serve the society and fulfill their social responsibilities (X. Zhou and Cui, 2019). Zheng et al. (2021a) researched the factors impacting the sustainability performance of financial institutions in Bangladesh and discovered that the social element of GF had a favorable impact on sustainability performance. Furthermore, the literature indicates that banking institutions’ financing of various eco-friendly initiatives may contribute to societal benefits such as engaging the local community in development programs, offering staff benefits, and improving brand awareness (Raihan, 2019; Zheng et al., 2021a). As a result, it can be concluded that the social side of GF plays an important role in enhancing banks’ environmental performance through sponsorship of eco-friendly projects. Thus, the following research hypothesis is advanced.
Hypothesis 3 (H3): The social aspect of GF positively influences the banks’ environmental performance.
2.5.4 Environmental Aspects of Green Finance and Environmental Performance
GF encompasses a wide range of financial instruments and policies targeted at reducing carbon emissions, including carbon market instruments, green banks, green bonds and community-based green funds (Ilma, 2020). It also includes financing investment in various socially responsible initiatives that deliver environmental advantages in the larger framework of sustainable development, such as air, water and soil pollution reduction (Guild, 2020). GF is an investment that is meant to have a positive impact on the environment (Koirala, 2019). On the other hand, sustainable finance is a broader concept that encompasses all three aspects of sustainable development including environmental, social and economic (Mehralian et al., 2016). According to a study by Zheng et al. (2021a), the environmental element of GF has a direct impact on the sustainability performance of financial institutions. According to the study of Raihan, (2019) and Zheng et al. (2021a), GF provides a variety of environmental benefits, including reduced energy usage and carbon emissions from banking activities, hence boosting overall organizational environmental sustainability. In this study, we therefore argue that the environmental element of GF is essential in improving the environmental performance of banking institutions due to its direct link with organizational sustainability. Thus, the following research hypothesis is postulated:
Hypothesis 4 (H4): The environmental aspect of GF positively influences the banks’ environmental performance.
2.6 Conceptual Framework of the Study
The hypothesized conceptual framework of the study is shown in Figure 1. The conceptual research model was designed based on the theoretical foundation and review of the recent literature on CSR activities, different aspects of GF (social, economic and environmental), as well as the environmental performance of organizations.
[image: Figure 1]FIGURE 1 | Conceptual framework of the study.
3 RESEARCH METHODOLOGY
3.1 Sample and Data Collection
This paper aims to examine the effects of CSR activities and various dimensions of GF namely social, economic and environmental on the environmental performance of banking institutions in Bangladesh. As illustrated in Figure 2, PCBs were specifically chosen for this study due to their major contribution to direct GF in Bangladesh (Hossain, 2019). Due to the unknown features of the population for this study, a non-probability convenience sampling method was employed to obtain a sample from the required population. The primary data was acquired using a structured questionnaire approach from 388 commercial bank staffs, including managers, assistant managers, officers, senior officers, and junior officers. A total of 467 questionnaires were distributed, out of which 79 were excluded due to incomplete responses. The final sample size is 388, indicating an effective rate of 83.08%, which exceeds the response rate of 25–30% suggested by Murphy (2003). The data was collected during the period between February and March 2019 from the sample banks located in Dhaka, Bangladesh. Of the respondents, 75.3% were male, while 24.7% were female. In terms of age, around 65% of the respondents are in age range 26–35, while only 6.3% are above 55. In addition, 48.5% had masters’ degree; 27.6%, undergraduate degree; and 15.2%, higher secondary certificate.
[image: Figure 2]FIGURE 2 | Green financing by banks and non-banks financial institutions in Bangladesh during the period 2015–2020.
3.2 Survey Instruments
A structured questionnaire was used to collect the primary data. Table 1 shows the variables that were adapted from previous studies and included 21 items to measure GF dimensions (social, economic, and Environmental), CSR practices, and environmental performance. The questionnaire items represent the constructs of CSR, environmental performance and the various dimensions of GF, namely social, economic and environmental. The social (three items), economic (five items) and environmental (three items) dimensions of GF were adapted from the previous studies (Raihan, 2019; Zheng et al., 2021a; Zheng et al., 2021b). The five items used to measure CSR were adapted from earlier studies of Maignan and Ferrell (2000) and Saeidi et al. (2021), while environmental performance scale was measured with the six items culled from previous works (Shaumya and Arulrajah, 2017; Risal and Joshi, 2018; Kala et al., 2020; Suganthi, 2020; Rehman et al., 2021). Except for demographic questions, all questionnaire items were graded on a 5-point Likert scale, with 1 indicating “strongly disagree” and 5, “strongly agree.” Respondents were asked demographic questions such as their gender, age and level of education.
TABLE 1 | Items of the questionnaire to measure GF dimensions, CSR practices, and Envrionmental Performance.
[image: Table 1]3.3 Data Analysis Techniques
The study used Confirmatory Factor Analysis (CFA) and the Structural Equation Model (SEM) to analyze the acquired primary data. Nunnally and Bernstein (1994) argued that the validity of the scale is critical for the instrument used in diverse cultures. Hence, the CFA model was used to validate the research instrument, and also evaluate the model’s reliability, convergent and discriminant validity, and overall fit based on previous studies (Fornell and Larcker, 1981; Bentler, 1992; Hu and Bentler, 1999). Finally, SEM was employed to test the proposed hypotheses.
4 RESULTS AND DISCUSSION
4.1 Descriptive Statistics
Table 2 shows the descriptive statistics and correlation analysis of study variables. The mean value indicates that social, economic and environmental dimension of GF are the most important determinants of environmental performance. The skewness and kurtosis values were both less than the cut-off values, ±3 and ±10, respectively, as indicated by Kline (2011). The correlation analysis revealed a weak connection between the research variables, demonstrating the absence of multicollinearity problem.
TABLE 2 | Descriptive statistics and correlation analysis of the study variables.
[image: Table 2]4.2 Confirmatory Factor Analysis
In agreement with Gerbing and Anderson (1988), the outcomes of CFA, standardized coefficients and various model fit indices were used to assess the measurement model of the study. Furthermore, the Cronbach’s Alpha (CA) and Composite Reliability (CR) values were employed to determine the reliability and validity of the research data. As highlighted in Table 1, the CA values for all the variables ranged from 0.711 to 0.837, which is satisfactory and exceed the standard value of 0.70 (Nunnally and Bernstein, 1994). Similarly, in Table 3, the CR values ranged from 0.753 to 0.833, which is higher than the minimal cut-off value of 0.7 (Fornell and Larcker, 1981). Based on the findings of CA and CR, the validity of the constructs and internal consistency of the measuring items are appropriate and acceptable. Table 3 provides the standard estimates of factor loadings that were used to determine the proposed model’s convergent validity. In the CFA analysis, the standard factor loadings (see Table 3) varied between 0.631 and 0.826, which is greater than the 0.5 cut-off value provided by Hair et al. (2010). On the other hand, the AVE values (see Table 4) ranged between 0.431 and 0.558, which is greater than the recommended limit of 0.50 (Fornell and Larcker, 1981). Accordingly, the convergent validity of measurements is deemed adequate and satisfactory.
TABLE 3 | Convergent validity of survey items.
[image: Table 3]TABLE 4 | Discriminant validity, composite reliability and AVE.
[image: Table 4]Furthermore, the constructs’ discriminant validity was estimated using the Fornell–Larcker criteria and the Heterotrait–Monotraits ratio (HTMT). To determine the discriminant validity, the square root of a construct’s AVE value must be greater than its highest correlation with any other construct in the model (Fornell and Larcker, 1981). Table 4 shows that the AVE for each factor surpasses the squared inter-factor correlation. As a result, discriminant validity was observed in all constructs. For robustness, this study also measured the HTMT value due to its supremacy over Fornell-Larcker in various situations (Henseler et al., 2015), and recorded a value lower than 0.90 (see, appendix Appendix Table A1), implying the absence of a discriminant validity problem (Henseler et al., 2015). Therefore, the results indicate a high level of discriminant validity between the factors employed in the model. Also, the result in Table 4 indicated that the Variance Inflation Factor (VIF) varied between 1.194 and 1.454, which satisfy the standard value of one to five (Zuur et al., 2010). This shows that multicollinearity was not a barrier to proceeding to the next analysis. The VIF is a useful approach for determining whether or not independent variables exhibit multicollinearity, as suggested by Kleinbaum et al. (1988). Moreover, Appendix Table A2 (see, appendix) shows the results of the measurement model and reveals the model fit indices as being within the acceptable limits (Hu and Bentler, 1999). The measurement model fit statistics are p-value = 0.000; Chi-square/df = 1.933; RMR = 0.030; GFI = 0.939; AGFI = 0.915; CFI = 0.957; IFI = 0.958; TLI = 0.946; RMSEA = 0.051. Therefore, the overall model fit is adequate and satisfactory. The outputs of the CFA measurement model with standardized estimates, as can be shown in Figure 3.
[image: Figure 3]FIGURE 3 | CFA measurement model of the study.
4.3 Outcomes of Structural Equation Modeling and Test of Research Hypotheses
Figure 4 demonstrates the structural model of the study, which shows the impacts of the relationship between the latent variables and the constructs. It can be concluded that the CSR and three dimensions of GF (social, economic and environmental) have a positive effect on banks’ environmental performance. Further, the model fit indices were also used to identify the structural model suitability. Appendix Table A2 (see, appendix) shows that the findings of the structural model fit indices were within the acceptable standards limit (Hu and Bentler, 1999). The structural model fit statistics are p-value = 0.000; Chi-square/df = 1.923; RMR = 0.029; GFI = 0.940; AGFI = 0.920; CFI = 0.961; IFI = 0.960; TLI = 0.952; RMSEA = 0.049. Therefore, the overall structural model can be considered acceptable and satisfactory.
[image: Figure 4]FIGURE 4 | Structural model with standardized estimates.
Table 5 shows the outcomes of the research hypotheses. The results revealed that CSR has a positive impact on banks’ environmental performance; therefore, H1 is supported. Table 5 indicates that H2 is also supported, indicating that the economic aspect of GF has a positive and significant impact on environmental performance. Furthermore, the results showed that social aspect of GF has a significant positive relationship with the environmental and therefore supports H3. In addition, the results revealed a significant positive association between the environmental aspect of GF and EP, thus corroborating H4. Hence, it can be concluded that CSR activates, and GF dimensions play a critical role in enhancing overall environmental performance of banking institutions in Bangladesh, thereby aiding the country’s sustainable economic development.
TABLE 5 | Test of research hypotheses.
[image: Table 5]5 DISCUSSIONS AND CONCLUSION
The link between CSR and firm performance including cost, market, environmental, and sustainability has been thoroughly researched all around the world. However, the evidence of relationship is still inconclusive (Bahta et al., 2021), which could be due to the neglect of the social, economic and environmental elements of GF. The relationship between CSR and environmental performance can be better understood when examined from the standpoint of green financing. As a result, the current study used SEM to examine the relationship between CSR activities, GF dimensions and bank environmental performance in Bangladesh. The findings of this study demonstrated a significant link between CSR and bank environmental performance, implying that the evolution of socially responsible acts improves environmental performance while also providing several business benefits. In other words, participation in CSR activities such as ethical, legal, economic and discretionary can help banks enhance their internal and external environmental performance, and hence their overall sustainability. In comparison to earlier research, our findings support the notion that CSR policies have a favorable impact on the environmental performance of banking institutions in developing countries like Bangladesh. This empirical investigation is corroborated by past studies (Sidhoum and Serra, 2017; Bamgbade et al., 2018; Suganthi, 2020; Ahmad et al., 2021), which discovered a strong link between CSR policies and environmental performance in large manufacturing companies. Besides that, the empirical finding is consistent with the legitimacy theory, which explains the engagement of banking institutions in spending and implementing CSR initiatives, as social pressure and regulatory standards have required businesses to engage in CSR practices in order to promote social acceptance and environmental sustainability (Suttipun et al., 2021). Hence, the findings of this study contribute to past research on CSR and environmental performance, and strengthen the evidence that CSR has an impact on banking organizations’ environmental performance.
Furthermore, the empirical results indicated that the three dimensions of GF namely social, economic and environmental performance have a substantial influence on the environmental performance of banking institutions in Bangladesh. This suggests that the participation of banking institutions in green financing is related to better environmental performance. Research has also established a definite relationship between various dimensions of GF (social, economic and environmental) and sustainability performance in financial institutions. The present study is the first to investigate these relationships in the Bangladeshi banking sector; in particular, endorsement of this findings has not been reported in the related GF and environmental performance literature. However, Zheng et al. (2021a) conducted a very similar study and discovered that the social, economic and environmental aspects of GF have a substantial influence on the sustainability performance of financial institutions in Bangladesh. Less obvious supports can also be found in the studies of Raihan (2019) and Zheng et al. (2021a). The findings corroborate with the legitimacy theory (Dowling and Pfeffer, 1975), which states that firms actively seek and maintain legitimacy by aligning their principles, policies, and strategies with community values. As a result, green finance can be viewed as a strategy for an organization to achieve and maintain legitimacy (Chariri, Anis et al., 2018). Hence, it can be concluded that GF and its dimensions play a critical role in enhancing overall environmental performance of banking institutions in Bangladesh, thereby aiding the country’s achievement of SDGs.
In light of the existing literature on CSR, GF and environmental performance in the context of financial institutions in emerging economies, the empirical findings of the study offer a number of theoretical implications. First, this study is one of the first to empirically examine the effect of various components of GF (social, economic and environmental) on the environmental performance of banking institutions in Bangladesh. Furthermore, the model developed in this study could be applied to new scenarios or to developing countries in general. Researchers can continue to expand and replicate this research in the future, as the measurement scales have been validated using AMOS statistical analysis techniques, such as structural equation modeling. Second, the significant positive link between CSR and environmental performance in the context of banking sector represents a novel contribution to the existing literature on CSR and organizational sustainability. As a result, the study’s empirical findings are consistent with the concepts of green finance and legitimacy theory, which illustrate that green finance and CSR practices improve firms’ environmental performance by highlighting the need of societal consent in attaining long-term sustainable growth (Indriastuti and Chariri, 2021). The study provides several avenues for future research to identify how banking organizations might improve their overall sustainability performance while implementing environmental policies, such as pollution reduction and control.
Furthermore, the study’s empirical findings suggest a variety of practical implications for scholars, academic researchers, banking institutions, managers, governments and legislators concerned with promoting environmental sustainability for financial institutions, primarily through the financing of various ecofriendly projects and socially responsible programs. The findings showed that Bangladeshi banks’ CSR activities play a significant role in the implementation of environmentally sustainable projects. Therefore, the study outcomes direct top managers in the industry and legislators to spend more on social responsibility, improve their managerial attitudes towards the natural environment and set up the right kinds of sustainability cultures in their banks. For example, Bangladesh Bank (BB), the country’s central bank, and the government could encourage environmental sustainability and ultimately promote the country’s long-term development by reimbursing or rewarding financial institutions that carefully follow socially responsible practices and strategies. This should be a straightforward itinerary for industry managers to follow, which can also help them improve their environmental performance. Furthermore, the study also found that the three dimensions of GF positively influence the environmental performance of banking institutions. Therefore, we conclude that financing of various environmentally friendly projects such as renewable energy, green industry development, alternative energy, waste management and so on could improve banking institutions’ internal and external environmental performance, thus aiding the achievement of the country’s SDGs. The findings advise the financial institutions to incorporate GF into their regular financing procedures to improve their environmental performance. In this context, the BB should assess and advise financial institutions on how to enhance their environmental performance, as well as promote green financing as a tool for the country’s long-term economic development.
A significant limitation of this study is its use of data from Bangladesh only, and hence, the generalizability of the findings is limited to the Bangladeshi banking system. Future research should validate the hypothesis using data from the financial sectors of other emerging nations as well. Furthermore, additional research can evaluate the impact of other dimensions such as green banking activities including employee, daily-operation, policy and customer-related practices on environmental performance via the mediating effect of green financing. Another disadvantage of this study is that the CSR initiatives, GF and environmental performance were evaluated from the viewpoint of internal stakeholders. Hence, future research based on external stakeholders such as consumers and suppliers may be conducted to examine the influence of CSR programs and green financing on the overall performance of banking institutions in other emerging nations.
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APPENDIX
TABLE A1 | Heterotrait–Monotrait ratio (HTMT).
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Social dimension (Raihan, 2019; Zheng et al., 2021a)

Indicate your level of agreement with the following statements about social dimension of GF (1 = strongly disagree, 5 = strongly agree)

SD1 Engaging local community in development program
SD2 Providing employee benefits, such as health and safety
SD3 Increasing brand awareness, trust, and image of the banking institutions

Economic dimension (Raihan, 2019; G. Zheng et al., 2021a)
Indicate your level of agreement with the following statements about economic dimension of GF (1 = strongly disagree, 5 = strongly agree)

ED1 Generating more economic benefit (economic value added)
ED2 Creating more competitive advantage

ED3 Increasing revenues and saving operating costs

ED4 Improving existing assets (addition to capital)

ED5 Reducing overall risk

Environmental dimension (Raihan, 2019; Zheng et al., 2021a)
Indicate your level of agreement with the following statements about environmental dimension of GF (1 = strongly disagree, 5 = strongly agree)

END1 Reducing energy consumptions from banking activties
END2 Reducing carbon emissions from banking activties
END3 Energy requirements of products and senvices

CSR practices (Maignan and Ferrell, 2000; Saeidi et al., 2021)
Indicate your level of agreement with the following statements retated to CSR practices (1 = strongly disagree, 5 = strongly agree)

CSR1 CSR practices related to ethical
CSR2 CSR practices related to legal

CSR3 CSR practices related to conomic
CSR4 CSR practices related to discretionary

Environmental performance (Shaumya and Arulrajah, 2017; Risal and Joshi, 2018; Kala et al., 2020; Suganthi, 2020; Rehman et al., 2021)
Indicate your level of agreement with the following statements related to environmental performance (1 = strongly disagree, 5 = strongly agree)

EP1 CSR and GF significantly reduce paper usage and energy consumption in our bank
EP2 CSR and GF improve banks’ compliance with environmental standards

EP3 CSR and GF reduce energy consumption outside the bank

EP4 CSR and GF reduce carbon emission from banking activities

EP5 Analyzing suppliers’ environmental risk

EP6 Providing training to the staff on environmental protection and energy savings
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