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Abstract

‘Green’ has become a buzzword in today’s business world as sustainability and profitability 
are imperative requisites in gauging the success of a business. The factors such as global warming, 
rising carbon footprint and environmental pollution demand more and more businesses to go 
green. Banking business is not an exception from this, though it is considered an environment 
friendly service in terms of emission and pollution. On the other hand, banking industry is one of 
the pillars of an economy of a country. Therefore, the contribution that the banking industry can 
make towards building a sustainable economic development is immense. Banking is one of the 
industries which deal with people and businesses to a greater extent in their day to day business 
operations. Thus, they can be an example to the general public by being green in their business 
operations and acting as a socially responsible business entity. Therefore, it is vital for banks to 
introduce green practices while promoting environment friendly and socially responsible business. 
This paper reviews the green initiatives adopted by banks in Sri Lanka while providing insights 
on the strategic importance of green banking in building sustainable competitive advantage. The 
study is based on the secondary data collected from annual reports and other freely available 
publications. A sample of seven commercial banks in Sri Lanka including one government bank 
and one international bank is studied in identifying their green banking practices. Further, this 
article uses Porter and Kramer’s shared value concept as a framework for understanding the 
strategic importance of green banking initiatives in building sustainable competitive advantage. 

Introduction

The concept of green banking was developed in the western countries. Green Banking was 
formally started in 2003 with a view to protecting the environment (Lalon, 2015).  It indicates 
endorsing environment-friendly practices and reducing carbon footprint from banking activities 
(Islam and Das, 2013).  Although banks are considered environment friendly and do not impact 
the environment greatly through their own ‘‘internal’’ operations, the ‘‘external’’ impact on the 
environment through their customers activities is substantial (Garg, 2015).  Therefore, green 
banking is an important concept in banking industry which decides the future success of the 
banks with the rising concerns over environmental protection. Accordingly, it is important to 
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have an understanding about the existing green initiatives adopted by the banks in promoting 
environment friendly and socially responsible approach and highlight the strategic importance 
of green banking in building a sustainable competitive advantage. 

What is Green Banking?

The review of literature suggests various definitions for green banking. Such as ;

Green banking means using all of the banks’ resources with responsibility and care, 
avoiding waste and giving priority to choices that take sustainability into account. It is also 
known as environmental friendly banking, ethical banking or sustainable banking (Vijai, 2018).

Green banking is making technological improvements, operational improvements and 
changing client habits in the banking sector. It means to promote environmental friendly practices 
and to reduce the carbon footprint from banking operations. It is a smart and proactive way of 
thinking with a vision of future sustainability (Nath et al, 2014).

According to RBI (IRDBT, 2014), green banking is to make internal bank processes, physical 
infrastructure and IT infrastructure as effective and efficient as possible, with zero or minimal 
impact on the environment.

An excellent definition was developed in the 1980s by Norwegian Prime Minister Gro 
Harlem Burndtland and used by the World Business Council for sustainable development: 
‘’Meeting the needs of the present without compromising the ability of future generations to 
meet their own needs’’ (Porter and Kramer, 2006). As sustainable development is a prime aim of 
green banking, it is worth mentioning this definition which briefs the essence of green banking. 

Summarizing all these definitions, green banking can be defined as the process of offering 
banking services in the manner that it minimizes the direct and indirect adverse impact to the 
environment and society while enhancing the efficiency and effectiveness of resource utilization 
to build a more prosperous, equitable, and sustainable world. The aim of green banking is to 
create a sustainable socio-economic development in the country. 

Green Banking and Corporate Social Responsibility 

Green banking is an integral component of corporate social responsibility (CSR) of banking 
business.  Companies should operate in ways that secure long-term economic performance by 
avoiding short-term behaviour that is socially detrimental or environmentally wasteful (Porter 
and Kramer, 2006). Green banking undertakes proactive measures to protect environment and 
to address climate change challenges while financing along with efficient use of renewable, 
non-renewable, human and natural resources (Lalon, 2015). Accordingly, being green fulfils an 
important social responsibility of businesses by creating a great impact to the triple bottom line 
of economic, social and environmental performance. 



31st Anniversary Convention 2019 261

Green banking initiatives adopted by various banks in
Sri Lanka

There are two kinds of green banking practices. One is in-house green banking; the other 
is practice by the bankers in their business area (Lalon, 2015). A desk research is conducted over 
a sample of seven banks including one government bank and a foreign bank in order to get an 
understanding of green banking initiatives adopted by banks in Sri Lanka. When summarizing 
all the green initiatives adopted by the banks in the sample, the following can be listed. 

In-house Green Banking initiatives of banks in Sri Lanka 

•	 Paperless	 banking - Introduction of paperless banking by converting all the internal 
processes and customer interface to digital banking and application forms being simplified 
using lean principles to minimize the paper usage. Through the digital transformation, the 
banks not only provide an efficient service to the customers but also encourage them to 
move forward with paperless ‘Green Initiative’. Examples e-procurement system, Hybrid 
customer vouchers, e-statements, e-banking and e-wallets.

•	 Solar	powered	banking – By using solar power, some branches have made electricity cost 
to zero while some others supply energy to the national grid.  

•	 Use	of	3R	concepts – Reduce, Reuse, Recycle in procuring and managing resources where 
possible. Through this initiative, banks try to minimize their operational impact on the 
environment. Examples, use of energy efficient and environmentally friendly means such as 
LED lighting, energy efficient air conditioners etc. and waste disposal systems. 

•	 Use	 of	 technological	 solutions	 for	 communication – e mail, chat groups and other 
technological solutions are being used for internal communication and to share information 
to reduce unnecessary travelling and time and resource waste on attending meetings and 
preparing printed reports. 

•	 Simplifying	processes	 through	 innovation – the lean practices including six-sigma were 
implemented and sustainable internal and external process improvements introduced to 
reduce overall carbon footprint. The banks measure their carbon footprint periodically to 
get an understanding of the impact they made on the environment and take measures to 
reduce the impact. Example, reporting greenhouse gas emissions

•	 Green	pledge - Banks get their employees to make a promise to integrate environmentally 
friendly practices to daily operations. This will help to increase the awareness level and 
eco-consciousness among employees and encourage them to continuously introduce eco-
friendly initiatives. 
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Major Green Banking practices by the bankers in their business areas

•	 Implementing	the	social	and	environmental	management	system	(SEMS) – Through this 
initiative, banks ensure that the projects they finance meet compulsory environmental and 
social regulations and standards.

•	 E-waste	and	plastic	waste	management	programs – The banks collect e-waste and plastic 
wastes from their employees and their own and hand over them to respective recycling 
company. 

•	 Encourage	environment	friendly	investments	within	the	country -  The banks encourage 
environment friendly investments by offering credit facilities at concessionary rates to install 
solar systems for commercial and residential properties and also to put in environment 
friendly systems and processes to businesses by partnering with different international 
banks and financial institutions. 

•	 Supporting	the	community – Banks initiated several community projects to uplift the living 
standards of the society as well as enhance the knowledge and skills of the youth and young 
entrepreneurs. To name a few, conducting workshops for SMEs, offering scholarships for 
young talents, conducting educational programs, tree planting campaigns etc.

The banks in the sample are engaged in the above mentioned green banking initiatives 
in different scales and have reported the investments made on these initiatives in their annual 
reports, paper publications and external and internal communications. However, to what extent 
these initiatives have created them opportunities, innovations and competitive advantage and 
have these initiatives been productive in meeting their expectations other than good publicity 
and reduction in costs are yet questionable. The reason is the present green initiatives are 
carried out independently from the business strategy. There is no integrative approach. This was 
clearly visible in secondary data collected as most of the banks couldn’t link the consequence 
of green initiatives to their triple bottom line performances. Most of the banks have reported 
the investment they made on these initiatives rather than consequences on the performance 
of the triple bottom line. 

Strategic green banking in creating sustainable competitive 
advantage

Business and society are integrated in a way that they need each other for their survival. 
For an example, business organizations perform well in healthy societies which have the access 
for educated, healthy workforce and the natural resources and vice versa. Therefore, all business 
organizations have a social obligation in doing good for the society and the environment that 
they operate in. The mutual dependence of corporations and society implies that both business 
decisions and social policies must follow the principle of ‘shared value’ (Porter and Kramer, 2006). 
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In the Harvard Business Review article on Strategy and Society: The Link Between 
Competitive Advantage and Corporate Social Responsibility, Porter and Kramer explained 
how to link CSR initiatives in building sustainable competitive advantage and suggest that 
the social issues affecting a company fall into three categories, which distinguish between 
the many worthy causes and the narrower set of social issues that are both important and 
strategic for the business. They are generic social issues, value chain social impacts and social 
dimensions of competitive context. Generic social issues may be important to society but are 
neither significantly affected by the company’s operations nor influence the company’s long-
term competitiveness. Value chain social impacts are those that are significantly affected by 
the company’s activities in the ordinary course of business. Social dimensions of competitive 
context are factors in the external environment that significantly affect the underlying drivers of 
competitiveness in those places where the company operates (Porter and Kramer, 2006). They 
further, suggest that every company should identify social issues under these three categories and 
rank them in terms of potential impact. The categorization may vary from business to business, 
industry to industry and place to place. Finally, the companies should create a corporate social 
agenda, which looks beyond community expectations to opportunities to achieve social and 
economic benefits simultaneously. It moves from mitigating harm to finding ways to reinforce 
corporate strategy by advancing social conditions. Such a social agenda must be responsive to 
stakeholders, but it cannot stop there. A substantial portion of corporate resources and attention 
must migrate to truly strategic CSR (Porter and Kramer, 2006).  This approach enlight on how 
green initiative, which is a component of CSR can be used in building sustainable competitive 
advantage for banks. 

Banks should think green initiatives in strategic way rather than just as an act of social 
benefit. Strategy sets the direction for business organizations and it is all about selecting a unique 
position in the minds of the customers by offering something different than that of competitors. 
Therefore, strategic green banking is something beyond being environment friendly in day 
to day banking operations and doing good for the society. It is about creating opportunities, 
innovations and competitive edge for the banking business. Therefore, this article explains how 
green banking initiatives can strategically be used in creating sustainable competitive advantage 
by using Porter’s value chain.

Value chain is the series of departments that carry out value-creating activities to design, 
produce, market, deliver and support a firm’s products. (Kotler and Armstrong, 2008).  The value 
chain activities can be divided into two main types. i.e. primary activities and support activities. 
Primary activities are the ones which are directly involved in the production of goods and services 
and classified into five main activities namely, inbound logistics, operations, outbound logistics, 
marketing and sales and after sales service. Support activities are the ones which coordinate and 
support the primary activities to perform well in their functions. There are four main divisions 
of support activities namely, firm infrastructure, human resource management, technology 
development and procurement. Figure 1 shows, an example of the value chain of a bank. 



31st Anniversary Convention 2019264

Figure 1 : The Value Chain of a Bank
Source: adopted from Michael E. Porter, Competitive Advantage: Creating and Sustaining Superior Performance,1985  
in Strategy and Society: The Link Between Competitive Advantage and Corporate Social Responsibility by Porter and 
Kramer, 2006.

Virtually every activity in a company’s value chain touches on the communities in which 
the firm operates, creating either positive or negative social consequences (Porter and Kramer, 
2006). Strategic green banking reveals how to deal with social and environmental impacts of 
its value chain activities in a way that will strengthen bank’s competitive position. Bank should 
add a social dimension to its value proposition. In this way it creates a win- win situation for 
both the bank and the society while creating a sustainable competitive edge. For an example, 
Sampath bank continued to leverage on disruptive technology to meet growing demand for 
faster, simpler and more responsive banking solutions and made good progress in expanding 
its portfolio through digital channels and positioned them as no. 1 digital-enabled bank in Sri 
Lanka (Sampath Bank PLC annual report 2018). 

Table 1 depicts a few examples of how a bank maps its social impact of value chain 
with strategic green banking initiatives. This is a looking inside – out approach. This will help 
banks to identify green banking initiatives which deliver benefits for the society as well as for 
the business. A symbiotic relationship develops: The success of the company and the success 
of the community become mutually reinforcing. Typically, the more closely tied a social issue 
is to the company’s business, the greater the opportunity to leverage the firm’s resources and 
capabilities and benefit society. (Porter and Kramer, 2006). 



31st Anniversary Convention 2019 265

Value	Chain	Activity Social	Impact Green	Banking	Initiative

Support	Activities

Bank Infrastructure Financial reporting practices – 
Printing financial reports

- Manipulation of information 
to mislead  the stakeholders 
who rely on the financial 
reporting

Avoid print materials in financial 
reporting and use online means for 
disseminating information.

Transparency in all transactions 
and compliance with regulatory 
requirements etc.

Human Resource 
Management

Discrimination in selection of 
employees

Bad working conditions

Unfair compensation

Being an equal opportunity employer.

Safe working conditions and educates 
all employees to adhere to set work 
procedures.

Fair  compensat ion pol icy and 
transparency in remuneration and 
promotion policies

Technology 
Development

Security of service

Waste - recycling

Resource over utilization

Use of advanced security systems to 
ensure the security of information and 
funds of customers.

Use of proper waste management 
and recycling methods to dispose and 
recycle the waste.

Introduce technology advancements 
to improve the efficiency while 
reducing resource utilization.
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Value	Chain	Activity Social	Impact Green	Banking	Initiative

Support	Activities

Procurement Bribery

Labour exploitation

Utilization of natural resources

Proper policies and procedures should 
be introduced in procurement to 
avoid bribery and other unethical 
practices.

R e m u n e r a t i o n  s h o u l d  b e  i n 
par with the industry and proper 
human resource practices should 
be introduced in avoiding labour 
exploitation. Grievance procedures 
should be in place to hear the voice 
of employees. Open door policies to 
raise the concerns.

Use technology and other best 
practices in use of natural resources 
while safeguarding them.
Example : Solar power

Primary	Activities

Inbound Logistics Transportation impacts Try as much as possible to minimize 
the transportation by decentralizing 
the purchasing of materials.

Transportation is done in off peak 
hours to minimize the road congestion. 

Environmental friendly transportation 
means such as electric or hybrid 
vehicles. 
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Value	Chain	Activity Social	Impact Green	Banking	Initiative

Support	Activities

Operations Emissions and waste

Energy and other resource 
utilization

W o r k  c o n d i t i o n s  a n d 
occupational diseases

Use proper waste management 
systems.

Use of solar and other energy 
efficient means to reduce the energy 
consumption as much as possible. 
Digitalization of banking service to 
save on resource utilization.

Proper health and safety procedures 
and periodical compulsory health 
check-ups for employees. 

Employee awareness programs on 
health issues and remedial actions. 

Promote health and fitness  activities.

Outbound Logistics Frauds and security threats 
and privacy

Vio la t ion of  regu la tory 
requirements

Take all control measures to avoid 
frauds and security threats. Use 
advanced technologies in securing 
customer transactions

Educate employees about regulatory 
requirements and update their 
knowledge on changes periodically.
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Value	Chain	Activity Social	Impact Green	Banking	Initiative

Support	Activities

Marketing and Sales Marketing and advertising 
materials

Undue influence on selling 
certain products and services

Use environment friendly marketing 
and advert is ing mater ia ls  and 
means. Such as online marketing 
and advertising and word of mouth 
marketing.

Use ethical practices in marketing 
and selling.

Make customers aware of important 
information that may affect their 
purchase decision. Make them visible 
by publishing them on websites and 
placing notices in the branch premises.

After Sales Service Response  to  cus tomer 
complaints.

P r i v a c y  o f  c u s t o m e r 
information

Customer support

Introduce proper mechanism to 
handle customer complaints. Set time 
lines to responded to a customer 
complaint. Follow up with relevant 
parties and resolve the complaint.

Ensure privacy of customer information 
and take disciplinary actions if violated.

24/7 customer support in all three 
languages.

Table 1 : Mapping Social Impact of Value Chain with Strategic Green Banking Initiatives
Source: Author

Once the banks have identified the social consequences of their value chain activities, 
they have to investigate, rank and address them to wipe out social impacts as much as possible. 
While exercising this task, banks should attempt to identify one or a few social initiatives that 
create the greatest shared value, i.e. benefit for both society and their own competitiveness. 

In addition to understanding the social ramifications of the value chain, effective CSR 
requires an understanding of the social dimensions of the company’s competitive context - the 
‘’outside-in’’ linkages that affect its ability to improve productivity and execute strategy. These can 
be understood using the diamond framework, which shows how the conditions at a company’s 
locations (such as transportation infrastructure and honestly enforced regulatory policy) affect 
its ability to compete (Porter and Kramer, 2006). Figure 2 represents the diamond framework 
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which shows how the locational conditions of a bank affect its competitiveness.

Figure 2 : Looking Outside In: Social  Influences on Competitiveness. 

 

Source: adopted from Michael E. Porter, Competitive Advantage: Creating and Sustaining Superior Performance,1985  
in Strategy and Society: The Link Between Competitive Advantage and Corporate Social Responsibility by Porter and 
Kramer, 2006.
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Conclusion

Banks should combine both value chain analysis and social influences on competitiveness 
in identifying initiatives which create both economic and social value. The impact is greater once 
these two are integrated. Value chain activities may improve the social dimensions of context 
and simultaneously, improvements in social dimensions of context may improve performance 
of the value chain activities. For an example, the banks provide entrepreneurial trainings for 
SMEs as a community service and the successful SMEs will become the customers of the bank 
and thus, reduce the bank’s cost of acquisition of new customers. 

However, none of the organizations can address all the social and environmental issues 
that they experience, in one go. Therefore, banks too have to prioritize them based on their 
strategic importance and select ones which offer shared value and thereby, contribute to strategic 
green banking. Companies must shift from a fragmented, defensive posture to an integrated, 
affirmative approach. The focus must move away from an emphasis on image to an emphasis 
on substance. Companies are called on to address hundreds of social issues, but only a few 
represent opportunities to make a real difference to society or to confer a competitive advantage. 
Organizations that make the right choices and build focused, proactive, and integrated social 
initiatives in concert with their core strategies will increasingly distance themselves from the 
pack (Porter and Kramer, 2006).
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