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Abstract

The role of the banking sector in advancing sustainable development worldwide cannot be
overstated. Despite growing academic interest, the banking sector's perspective in Sub-Saharan
Africa (SSA) remains underexplored, even though it plays a key role in the region's economy and
finance.

This dissertation addresses this gap by exploring the sustainable banking landscape, evaluating
practices, drivers, and banks’ involvement with the Sustainable Development Goals (SDGs), using
a manuscript-based format comprising three studies presented as Papers 1, 2, and 3. Collectively,
these papers provide a deeper understanding of the integration of sustainability within the banking
sector in SSA.

Paper 1 employed a 44-indicator sustainable banking framework to assess the level of sustainable
banking performance and its association with financial performance using a sample of ninety-nine
(99) banks across six countries and was grounded in good management theory. Paper 2 extended
the investigation by adopting a quasi-experimental design using country-level institutional
environments as proxies to examine their relationship with sustainable banking performance across
a sample of seventy-four (74) banks in six (6) countries underpinned by institutional theory. Paper
3 is anchored in legitimacy and corporate sustainability theories and applies a mixed-methods
approach to examine the extent of SDG involvement by banks across sixty-one (61) banks in six
(6) countries, providing a more comprehensive perspective on the motivations and challenges in
aligning with a global sustainability agenda.

Findings from Paper 1 indicate that most banks are in the initial and growth stages of integrating
sustainability. The positive relationship between sustainability and financial performance

underscores sustainable banking as a value creation strategy that should be encouraged. Paper 2

vil



demonstrated that coercive, normative, and mimetic pressures are significantly and positively
associated with sustainable banking performance, with coercive pressure from central bank
regulations showing the strongest association. The findings from Paper 3 reveal low depth of SDG
involvement but relatively higher breadth of engagement among banks that prioritize SDGs,
aligning with their core business (13,8,5) and societal needs (3 and 4).

This dissertation contributes to the application of good management, institutional legitimacy, and
corporate sustainability theories in the sustainable banking literature, offers new insights into
sustainable banking in a developing-economy context, and provides practical and policy
recommendations to realize the full potential of the banking sector as a sustainability actor in the

region.
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Chapter 1

Introduction

1.1 Research Background and Rationale

The world is still grappling with numerous interconnected challenges to sustainable
development, including severe natural disasters, climate change, inequality, food insecurity,
biodiversity loss, geopolitical tensions, conflicts, environmental degradation, and poverty (United
Nations, 2024, 2025). These challenges threaten the well-being of people, the planet and the
economy and thus highlight the need for all stakeholders to work assiduously towards achieving
sustainable development. In response to these challenges and the urgent need for coordinated
global action, a trilogy of landmark global governance frameworks was established in 2015,
consisting of the United Nations (UN) Sustainable Development Goals (SDGs), also known as the
2030 Agenda for Sustainable Development, the Paris Agreement on Climate Change and the Addis
Ababa Action Agenda on Financing for Development. It is worth highlighting that these three
frameworks collectively promote development and growth trajectories that are resilient, inclusive
and low-carbon and recognize the critical role of financing in achieving the expected outcomes.

Now, a decade later, significant implementation gaps persist, and the goals of these frameworks
remain largely unmet, particularly in developing countries and regions, due to several factors, of
which finance remains a prominent one. With about five years remaining to achieve the UN SDGs,
which can be viewed as an umbrella for other frameworks, the outcomes of the just-concluded
Fourth International Conference on Financing for Development (FfD4) offer a ray of hope and
serve as a timely clarion call to action. The adoption of the Sevilla Commitment (United Nations,

2025) by member states reaffirms the urgency of mobilizing both public and private finance to



bridge the global sustainable development financing gap, estimated at USD 4 trillion annually, and
explicitly acknowledges the pivotal role of financial institutions.

The challenges of sustainable development, as highlighted earlier, are particularly acute in Sub-
Saharan Africa (SSA) and pose a significant threat to socio-economic growth and human well-
being. For example, although Africa accounts for less than 4% of cumulative greenhouse gas
emissions, it is highly vulnerable to climate change and disproportionately bears the brunt of its
impacts (The African Union et al., 2024). It is estimated that climate-related natural disasters
accounted for 52% of all disasters in African countries between 2000 and 2023(African
Development Bank, 2024).

Notwithstanding these challenges, SSA is emerging as a region of strategic importance in the
global sustainability agenda, yet it is often overlooked in global discourses (Brookings Institution,
2025). It is home to some of the fastest-growing economies and populations globally, as well as to
natural resources and critical minerals essential to the global energy transition. It has also
leapfrogged in global digitization efforts (Brookings Institution, 2025). These dynamics
underscore the need for SSA to pursue a sustainable growth trajectory. In recognition of the
urgency of realizing this potential and effecting the much-needed transformation, African nations
have aligned with international frameworks, including the Paris Agreement and the Sustainable
Development Goals (SDGs).

The UN 2030 Agenda for Sustainable Development, which sets out the seventeen (17) SDGs,
is highly relevant to the African continent because it closely aligns with the African Union (AU)
Agenda 2063, which outlines the blueprint for the Africa the continent wants (African Union
Commission, 2015). Despite modest progress toward both agendas, SSA continues to lag in several

areas and is currently off track on most of the SDGs (The African Union et al., 2024). This situation



is further compounded by the limited capacity of many SSA countries to finance their own
development needs fully, a challenge exacerbated by the recent sharp decline in aid flows and
rising debt burdens (African Development Bank, 2025).

Given the significant SDG financing gap, currently estimated at $1.3 trillion (African
Development Bank, 2025), and the stark reality that financing sustainable development pathways
cannot be solely dependent on government funding, the financial sector, particularly the banking
sector, is seen as a critical source for domestic resource mobilization to support Africa’s
sustainability trajectory (Amoah et al., 2022).

Banks are regarded as the lifeline of the economy and society in both developed and developing
countries, owing to their intermediary role (Muriithi & Louw, 2017). The relevance of the banking
sector in SSA is even more pronounced due to the underdeveloped capital markets in most
countries. For example, banking assets currently account for more than 75% of the region’s GDP
(Galal, 2023), thereby playing a critical role in financing key economic sectors, including
agriculture, trade, and energy. Financial intermediation by banks involves offering products and
services such as payments, lending, liquidity provision, and risk management, and it plays a pivotal
role in public policy and economic performance in business and industry (Yip & Bocken, 2018).

Within the business paradigm, sustainable development as advanced by Elkington (1998) as
actions that address economic prosperity, social injustice and environmental quality, popularly
referred to as the Triple Bottom Line (TBL) concept, across both current and future generations is
embraced.

Sustainable banking advances sustainable development within the banking sector. Its origins
date back to the 16th century, but it gained momentum in the 1990s, when banks initially focused

on environmental issues before addressing social concerns (Jeucken, 2001; Weber & Feltmate,



2016). Momentum increased further after the 2008 global financial crisis (Caré & Weber, 2023;
ElAlfy & Weber, 2019). Globally, the main drivers of sustainable banking include regulation and
legal frameworks; risk management and reputation; attracting customers and strengthening brand
image; exploring new market opportunities; diversifying portfolios; and strengthening corporate
governance (Care, 2018).

Sustainable banking as a concept has been aptly described as a “terminological jungle” by
N3jera-Sanchez (2020, p. 2) due to the absence of a uniform definition, a description that is well-
articulated by other scholars (Dossa & Kaeufer, 2014; Kunhibava et al., 2018; Weber, 2018) and
has resulted in its diverse application by various stakeholders. These applications range from being
one-dimensional, such as focusing on financial stability, green banking, social banking, and ethical
banking, to more comprehensive ones, such as sustainable banking and sustainable finance (da
Silva In4cio & Delai, 2022; Weber, 2018). Nevertheless, most of these definitions incorporate the
triple bottom line concept, and the most recent ones include the SDGs. This study adopts the
definition of sustainable banking as espoused by Inacio and Delai, which is “banking that offers
products, services and practices that contribute to sustainable development, benefiting the
environmental, social and economic dimensions in the short, medium and long term” (da Silva
Indcio & Delai, 2022, p. 10). This definition is adopted for its holistic framing of sustainable
banking and its inclusion of temporal scale, providing an important and valuable addition to
existing definitions.

In SSA, the adoption of sustainable banking has been driven by regulatory developments,
international financing opportunities, stakeholder pressure, globalization, competitive advantage,
and reputational and operational benefits (de Cleene & Wood, 2004; Deloitte, 2017). Over the past

decade, awareness of sustainable banking among banks in SSA has grown steadily, as evidenced



by rising membership in international initiatives such as the United Nations Environment
Programme Finance Initiative (UNEP FI) and by the establishment of regulations and guidelines
by central bank regulators and banking associations. Sustainable banking practices are also gaining
traction across the region, particularly in the era of the SDGs, and include green financing,
environmental and social risk management, community investment, women’s economic
empowerment initiatives, human and labour rights protections, and financial inclusion (Amoah et
al., 2022; Deloitte, 2017; Michael & Oluseye, 2014).

While the banking sector in SSA faces a myriad of challenges, including high banking
concentration, operational inefficiencies, underdeveloped infrastructure, and regulatory
inconsistencies, it remains the primary vehicle for financial intermediation across the region (Abor
& Adjasi, 2022; African Development Bank, 2025). Unlike in more developed economies, where
capital markets play a central role, most SSA economies rely heavily on banks to channel resources
toward productive and developmental activities. These structural realities position the banking
sector as a critical player in advancing sustainability in the region. Furthermore, the industry has
made notable strides in recent years, including the emergence and expansion of Pan-African Banks
(PABs), which originate within Africa, operate subsidiaries across multiple countries on the
continent, and have promoted stronger financial integration, increased competition, and advanced
financial inclusion (African Development Bank, 2025; Léon & Zins, 2020; Mlachila et al., 2016).
The sector has also accelerated the digitalization of financial services and expanded women’s
access to finance, thereby contributing to inclusion-oriented goals (European Investment Bank,
2022). Taken together, these dynamics make the SSA banking sector an analytically rich and

policy-relevant site for this research on sustainable banking.



1.2 Research Gaps

The concept of sustainable banking has garnered increasing academic interest in recent years,
with one common strand of research assessing its impact on financial performance. However,
findings in this area remain inconclusive, with studies reporting positive (Gonenc & Scholtens,
2019), negative (Gutiérrez-Ponce & Wibowo, 2023), and neutral relationships (Buallay et al.,
2020). Also, most of these studies focus on developed (Galletta et al., 2021; Gonenc & Scholtens,
2019; Scholtens & Van’T Klooster, 2019) and emerging economies (Buallay et al., 2020; Kosasih
et al., 2021; Magbool & Zameer, 2018; Weber & Chowdury, 2020), with relatively few studies
conducted in SSA (Adu, 2022; Siueia et al., 2019). Notably, existing studies within the SSA
context often employ sustainable banking frameworks that exclude sustainable banking products
and services, which are integral to the concept of sustainable banking. In parallel, scholars have
called for studies that benchmark bank’s sustainability performance (Aracil et al., 2021), to which
recent contributions in India (Gaba & Sharma, 2024; D. Sharma & Kumar, 2023) and Italy (La
Torre et al., 2024) have responded to by building on previous works (Jeucken, 2001; Kumar &
Prakash, 2019; Scholtens, 2009; Weber, 2005). However, such benchmarking studies are absent
in SSA, where no known academic study has evaluated sustainable banking performance using a
comprehensive framework that captures the full scope of sustainable banking practices. This gap
is particularly critical given the banking sector’s structural dominance in SSA economies and its
potential to accelerate sustainable development in the region.

Another significant gap this dissertation addresses is the role of institutional pressures in
shaping banks' sustainability performance. Although prior studies have examined firm-level
determinants, including size, corporate governance mechanisms, and financial performance, as key

drivers of sustainability performance among corporations, including banks (Adu et al., 2022, 2023;



Chih et al., 2010; Drempetic et al., 2020; Hussain et al., 2018), fewer studies have investigated the
influence of the external institutional environment, especially within the banking sector of
developing economies such as SSA (Dong et al., 2023; Mchavi & Ngwakwe, 2018; Moutfty et al.,
2024; Sethi et al., 2017; Tilt, 2018). This is an essential gap that needs to be addressed, given that
banks do not operate in isolation but are embedded in broader institutional systems, which can
influence them. Moreover, the growing trend of sustainable banking regulations and industry
guidelines across countries in SSA highlights the importance of examining how these institutional
pressures are associated with sustainable banking performance, as called for in prior studies
(Oyegunle & Weber, 2015). Furthermore, scholars have called for more comparative and cross-
country studies, as extant research on this topic typically focuses on single-country analyses, which
limit the ability to capture cross-country variation in institutional pressures, particularly among
countries within the same region (Moufty et al., 2024; Sethi et al., 2017).

Finally, even though the SDG framework has much relevance to developing economies like
countries in SSA and the critical role of the private sector were encapsulated in the partnerships
component of the framework as a standalone goal (Goal 17), extant literature on the business
sector’s contribution to the SDGs have highlighted the paucity of research focused on developing
economies including Africa where most of the SDGs are needed (Low et al., 2023; Mio et al.,
2020). Closely aligned with this gap is the need for mixed-methods studies that provide deeper
insights into the motivations and approaches of businesses, particularly the banking sector’s
involvement with the SDGs (Ike et al., 2019; Low et al., 2023).

This dissertation aims to address these identified gaps through three manuscripts that explore

the landscape of sustainable banking in SSA by assessing its practices and financial outcomes,



investigating the role of institutional pressures in driving sustainable banking performance, and

exploring the involvement of banks in SSA in achieving the SDGs.

1.3. Research Questions

While each of the three manuscripts aims to answer a set of pre-defined questions, the entire
dissertation seeks to contribute to the literature on sustainable banking and financial performance,
the SDGs, good management theory, institutional theory, legitimacy theory and corporate
sustainability theory by answering the following questions:

1) What is the level of sustainable banking performance among banks in SSA, and what is
its impact on financial performance?

2) What is the relationship between institutional pressures and sustainable banking
performance among banks in SSA?

3) To what extent are banks in SSA involved with the SDGs, and what are the key

motivations and challenges influencing their involvement?

1.4. Organization of the Dissertation and Sub-Research Questions

This dissertation is organized in a manuscript-based format, comprising three papers. Chapters
1 and 5 serve as the introduction and conclusion, respectively, and present the dissertation's
summary and key findings. Chapters 2,3, and 4 present the three manuscripts that address the
dissertation’s overarching research questions. An overview of the five chapters is provided below.

Chapter 1 introduces the dissertation by outlining the study’s background and rationale. It
identifies the research gaps addressed by the dissertation through its main and sub-research
questions. Chapter 1 also highlights the interconnectedness of the three manuscripts and articulates
the dissertation's overall contribution to knowledge. As a standalone overview, Chapter 1 provides

a concise summary of the research presented in Chapters 2 to 4 of this dissertation.
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Chapter 2 is aligned with the first research question and evaluates sustainable banking
performance in SSA by providing answers to these sub-research questions: 1) What is the level of
sustainable banking performance of banks in SSA; 2) Does sustainable banking performance
differ by region, bank type, and listing status in SSA? and 3) What is the relationship between
sustainable banking performance and financial performance in SSA?. To answer the first two sub-
research questions, the study employs a 44-indicator sustainable banking framework to assess the
sustainability performance of ninety-nine (99) banks across six (6) countries, categorized by
region, bank type, and stock listing status. The study is based on 2022 sustainable banking data. A
ranking methodology consisting of four stages, Stage 1 (beginning), Stage 2 (growth), Stage 3
(advancing), and Stage 4 (maturity), was employed to rank their sustainable banking performance
(SBP). The study finds that banks are currently in the beginning and growth stages with Pan-
African banks (PABs), listed banks and banks operating in Southern Africa having higher SBP
rankings than their counterparts. To address the third research question, guided by good
management theory, the study uses 2023 financial performance data and ordinary least squares
regression to examine the relationship between SBP and financial performance. The regression
results reveal that sustainable banking performance has a positive effect on their financial
performance. This chapter offers preliminary insights into the current orientation of banks in SSA
towards sustainability. It demonstrates that the adoption of sustainable banking can serve as a value
creation strategy rather than a trade-off, thereby strengthening the case for deeper integration of
sustainability within the banking sector.

Chapter 3 addresses the second research question for this dissertation by answering the
following sub-research questions: 1) What is the relationship between coercive, normative, and

mimetic pressures and the sustainable banking performance of banks in SSA? 2) Which of the



three institutional pressures has the strongest association with sustainable banking performance
among banks in SSA? This study is grounded in the institutional isomorphic framework and
employs a quasi-experimental research design, using country-level proxies to represent each
isomorphic pressure and corresponding control groups. Sustainable banking performance is
measured using the same 44-indicator framework employed in Chapter 2, applied to a sample of
74 banks across six countries. The findings show that banks operating in environments
characterized by these institutional isomorphic pressures have higher levels of sustainable banking
performance than those that do not. The study also reveals that coercive pressure, in the form of
sustainable banking regulations, has the strongest positive association with sustainable banking
performance. These findings demonstrate that regulatory measures can be an effective tool for
central banks and governments to promote sustainable banking behaviour in SSA when combined
with other institutional mechanisms.

Chapter 4 examines the extent of banks' involvement in the SDGs in SSA by addressing three
sub-research questions: 1) To what extent are banks in SSA involved in the SDGs? 2) Which SDGs
are prioritized by banks in SSA? and 3) What factors motivate and what barriers impede banks'
involvement in the SDGs in SSA? The study adopts an explanatory sequential mixed-methods
design comprising content analysis and interviews and is grounded in legitimacy and corporate
sustainability theories. Using a sample of sixty-one (61) banks across the same six (6) countries as
in Chapter 2, the results reveal limited depth of SDG involvement but higher awareness and
breadth of engagement. The findings also indicate that banks prioritize SDGs 13 (climate change),
8 (decent work and economic growth), and 5 (gender equality), which align with their core
business, and 4 (quality education) and 3 (good health and well-being), which reflect their desire

to make a positive impact in society. Nevertheless, banks face several challenges, including
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resource constraints, limited awareness, and insufficient commitment from senior management,
which hinder their ability to make substantial contributions to the SDGs. This chapter highlights
the sector's existing contributions and potential to advance the SDGs. It offers managerial and
policy recommendations to increase banks' adoption of the SDGs in SSA.

Chapter S synthesizes the main findings and discusses the dissertation’s contribution to
knowledge and theory, as well as the research's practical and policy implications. It also highlights

the limitations and suggests areas for future research.

1.5. Interconnection among Studies on Sustainable Banking in SSA

While each of the three papers focuses on a set of predefined questions, the entire dissertation
centers on a common objective: to provide a comprehensive understanding of the sustainable
banking landscape in SSA. Paper 1 answers the “what” question by evaluating sustainable banking
performance across banks, thereby establishing the empirical baseline for the study. It also
examines the relationship between sustainable banking performance and financial performance. It
explores the differences in performance across regions, bank types, and stock listing status, without
testing specific causal relationships. Paper 2 builds on the first inquiry by answering the “why”
question, examining how varying institutional pressures are associated with sustainable banking
performance in SSA and offering a theoretical explanation for the findings reported in Paper 1.
Having established the level of sustainable banking performance across banks in SSA in Paper 1,
Paper 3 extends the research agenda by exploring the “how” and “why” of banks’ contributions
to a global sustainable development framework, specifically the SDG framework, and the barriers
impeding their involvement, using a mixed-methods approach. The theoretical and methodological
interconnectedness among the three manuscripts is described below and visually illustrated in

Figure 1.
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Figure 1: Interconnection among Papers on Sustainable Banking in SSA

A key theoretical intersection lies in the complementarity between good management theory
(Paper 1) and corporate sustainability theory (Paper 3). In Paper 1, good management theory
(Waddock & Graves, 1997b) was operationalized through the adoption of sustainable banking
practices and higher sustainability performance, which is internally driven and correlated
positively with financial performance, thereby confirming the value creation proposition that
sustainability integration offers. Paper 3 further supports this by showing that banks prioritized
certain SDGs, namely SDG 13, 8 and 5 that aligned with their core business, and also selected
SDGs that were relevant to their business, which is consistent with the corporate sustainability
theory (Ashrafi et al., 2020; Dyllick & Hockerts, 2002). This prioritization and selective approach

can be viewed as an example of competent, strategic management, which reinforces the core
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premise of good management theory. Together, these two papers suggest that the strategic
integration of sustainable banking is indicative of good management and a driver of firm
performance.

Another theoretical connection can be drawn between institutional theory (DiMaggio & Powell,
1983) in Paper 2 and legitimacy theory (Suchman, 1995) in Paper 3, as both lenses help explore
the role of external pressures on sustainability performance among banks in SSA. The findings in
Paper 2 confirm that coercive, normative, and mimetic isomorphic pressures drive sustainable
banking adoption, with coercive pressure, measured by sustainable banking regulations, being the
most significant. This complements findings in Paper 3, where legitimacy theory helped
conceptualize the regulatory pressure cited by some banks as a motivation, the prioritization of
certain SDGs (education and good health and well-being) related to societal needs, and the
selection of specific SDGs based on national priorities. This suggests that banks may adopt
sustainable banking practices not only to comply but also to maintain or enhance their legitimacy
with key stakeholders.

The three studies are also methodologically interconnected through their shared objective of
measuring sustainability performance, although they employ different analytical and research
designs. Papers 1 and 2 are linked by their use of the same sustainable banking framework
comprising 44 indicators, which enhances the comparability of sustainable banking performance
scores across both studies, despite their focus on different research questions, banks and country
samples. In contrast, Paper 3 employed the SDG framework as its performance measurement tool
to evaluate the contribution of banks towards a global sustainability agenda, which is aligned with
the concept of sustainable banking. Papers 1 and 3 are connected by using the same set of countries,

which allows comparability of the findings from both studies, particularly for sustainability
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performance across categories such as region, bank type and listing status. However, the selective
nature of the research design in Paper 3 resulted in a smaller sample of banks comprising only
those that explicitly reported on the SDGs.

Regarding methodology, Papers 1 and 2 adopted quantitative approaches, using statistical
analysis to examine relationships between variables (e.g., sustainable banking performance and
financial performance in Paper 1; institutional pressures and sustainable banking performance in
Manuscript 2). In contrast, Paper 3 employed a mixed-methods approach, combining content
analysis of non-financial reports with interview data to examine the SDG involvement levels of
banks. This mixed-methods design complemented the quantitative insights from the earlier studies
by providing qualitative depth and contextual understanding. Together, this methodological
triangulation provides both breadth and depth in understanding the sustainable banking landscape

in SSA.

1.6. Contribution to Knowledge

This dissertation contributes to knowledge and the literature in several important ways. First, it
presents an extensive examination of corporate sustainability practices in SSA, a region that
remains underexplored (Low et al., 2023; Siddique et al., 2023) despite being an increasingly
critical voice in the global sustainable development discourse and one of the regions most impacted
by complex sustainability challenges.

Second, the dissertation highlights the banking sector as a significant economic and
developmental actor in SSA, whose sustainability efforts have yet to be examined holistically.
Using a comprehensive sustainable banking framework comprising 44 indicators and the SDG
framework, the study assesses the sustainability performance of banks in the region and the

variation across regions, bank types, and stock listing status. The findings, which show that most
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banks are in the initial and growth stages of sustainable banking adoption, with lower depth of
SDG involvement but higher breadth of engagement and awareness, provide valuable evidence of
the sector’s potential to advance sustainable development in the region. Concurrently, the study
contributes empirically to the ongoing academic debate on the relationship between sustainability
and financial performance, thereby extending the evidence base in developing and emerging
economies, where such inconclusiveness also exists.

Third, the dissertation’s use of a multi-theoretical framework to address the research questions
contributes to the growing calls for such theoretical approaches in corporate sustainability research
(Adu, 2022; Fernando & Lawrence, 2014; Frynas & Yamahaki, 2016). Using a multi-theoretical
framework comprising good management, institutional, legitimacy, and corporate sustainability
theories provides more profound insights. It enhances our understanding of the sustainability
behaviour of organizations, specifically banks, which may not be fully captured by a single theory
when addressing the related but distinct research questions in this study.

Finally, the study offers significant methodological contributions in three main ways. The
comprehensive sustainable banking framework, comprising 44 indicators, includes sustainable
banking products and services, an omitted component in prior studies in the region, but essential
in capturing how banks integrate sustainability into their core activities. Additionally, using a five-
point scale rather than the standard binary scoring system enables a deeper, more nuanced
assessment of sustainability performance across both the sustainable banking and SDGs
frameworks. Furthermore, the multifaceted approach in assessing SDG involvement by banks,
comprising awareness levels, depth and breadth of engagement, provides a holistic evaluation

framework. Thirdly, applying a mixed-methods research design to investigate banks’ involvement

15



with the SDGs enhances understanding of the “why” and “how” of corporate sustainability

practices, a focus increasingly advocated in corporate sustainability research.
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Chapter 2

An Assessment of Sustainable Banking Performance in Sub-Saharan Africa-Does Doing
Good and Doing Well Go Hand in Hand?

The adoption of sustainable banking practices in developing countries continues to grow
steadily, driven by increasing sustainability challenges that disproportionately affect these
countries and regions, including Sub-Saharan Africa (SSA). Despite the growth in academic
literature on this topical issue, extant research indicates limited studies on benchmarking
sustainable banking performance, few that have explored the concept within the SSA region, and
an inconclusive relationship between sustainable banking and financial performance, thereby
providing fertile ground for this study. To this end, this chapter evaluates sustainable banking
performance across 99 banks in 6 countries and examines whether performance varies by bank
type, stock listing status, and region. Using good management theory as the theoretical lens, the
study examines the relationship between sustainable banking and financial performance.
Benchmarking of sustainable banking performance is conducted using a 44-indicator framework
and a 4-stage ranking system. Regression analysis is used to examine the relationship between
sustainability and financial performance. Results indicate that most banks in SSA are in the early
and growth stages of adopting sustainable banking practices, with banks operating in Southern
Africa, Pan-African Banks (PABs), and listed banks ranking highest relative to their counterparts.
The study also finds a positive relationship between sustainable banking performance and financial
performance, confirming that sustainable banking adoption is a value creation strategy rather than
a trade-off. This finding aligns with good management theory. This win-win situation offers a
compelling case for banks to integrate sustainability into their core strategies, creating economic

value while addressing social and environmental challenges. The study provides managerial and
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policy recommendations to foster an enabling environment for the integration of sustainability in

the SSA banking sector.

This chapter was adapted from: Appiah, A., Weber, O., ElAlfy, A., & Vitalis, A. (2025): An
assessment of sustainable banking performance in Sub-Saharan Africa- Does doing good and

doing well go hand in hand? Corporate Social Responsibility and Environmental Management,

32(5), 6283—6300. https://doi.org/10.1002/csr. 70038

MANUSCRIPT BEGINS

2.1. Introduction

The financial sector’s critical role in promoting sustainable development cannot be overstated
(EIAlfy & Weber, 2019; Scholtens, 2006). In Sub-Saharan Africa (SSA), the financial sector is
predominantly bank-based due to the underdevelopment of its capital market (Abor & Adjasi,
2022; Mathieu et al., 2019). Banking assets currently account for more than 75% of the region’s
GDP (Galal, 2023), and the sector serves as an integral partner in financing key economic sectors,
such as agriculture, trade, and energy, thereby playing a crucial role in achieving sustainable
development.

Sustainable banking has been defined differently by various stakeholders, including scholars,
practitioners, and policymakers (Dossa & Kaeufer, 2014; Weber, 2018). This study adopts the
definition of da Silva Inacio and Delai (2022, p. 10), who state that it is “banking that offers
products, services and practices that contribute to sustainable development, benefiting the

environmental, social and economic dimensions in the short, medium and long term”.
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There has been a progressive increase in the awareness of sustainable banking among banks in
the SSA, as indicated by the growing membership in international initiatives such as the United
Nations Environment Programme Finance Initiative (UNEP-FI) and the establishment of
regulations and guidelines by central bank regulators and banking associations. Sustainable
banking practices include green financing, environmental and social credit risk management,
community investments, women’s economic initiatives, human and labour rights, and financial
inclusion (Amoah et al., 2022; Deloitte, 2017). However, no comprehensive study exists that
evaluates the sustainable banking performance of banks in SSA, nor does it compare performance
across regions, bank types, and stock listing status.

Existing studies often focus on the impact of sustainability practices on financial performance
(Adu, 2022; Botchwey et al., 2022; Siueia et al., 2019), conduct single-country studies (Kosgei &
Cherono, 2024; Michael & Oluseye, 2014), or analyze the influence of bank ownership structures
on sustainable banking disclosures (Adu et al., 2023). The framework for measuring sustainable
banking in these studies often overlooks sustainable banking products and services, which are key
components of sustainable banking.

This study aims to fill the research gap by employing a comprehensive framework to assess the
level of sustainable banking performance among banks in SSA and examine the differences in
performance by region, bank type, and stock listing status. It also investigates the relationship
between sustainable banking and financial performance.

We analyzed 99 banks operating in six countries and representing three sub-regions in SSA
using financial data for 2023 and sustainable banking data for 2022 based on their annual and
sustainability reports. The study adopted frameworks from previous studies that evaluated

sustainable banking performance in other developing economies, namely India (Kumar & Prakash,
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2019), China (Weber, 2017), and Bangladesh (Weber & Chowdury, 2020). Consequently, we
employed a 44-indicator system that encompassed sustainable banking products and services,
environmental and social management, and sustainability governance to calculate a Sustainable
Banking Performance (SBP) score for each bank. A ranking methodology consisting of four stages
— Stage 1 (beginning), Stage 2 (growth), Stage 3 (advancement), and Stage 4 (maturity) — was
employed to rank their performance.

The study employed good management theory to examine the association between sustainable
banking and financial performance. The SBP score was used as the independent variable to predict
the financial performance measured by total assets, net profit after tax (NPAT), return on assets
(ROA), return on equity (ROE), and the non-performing loan (NPL) ratio.

The study’s findings demonstrate that most banks in SSA are at stages 1 and 2 in their adoption
of sustainable banking practices, with a greater emphasis on social aspects than environmental
aspects. The regression results demonstrate that the sustainable banking performance of banks in
SSA has a positive effect on their financial performance, depicting a win-win situation.

This study is relevant for scholars, banking practitioners, policymakers, and regulators as it
offers preliminary insights into the current orientation of banks in SSA towards sustainable
banking. The sustainable banking framework adopted in this study could serve as a starting point
for future studies evaluating sustainable banking performance in other African regions and
extending to other developing countries. The study contributes to the application of good
management theory in the sustainable banking literature, as it demonstrates that banks that adopt
sustainability as part of their good management practices have improved financial performance.
As scholars (Griffin & Mahon, 1997; Simpson & Kohers, 2002) have argued, focusing on a single

industry increases internal validity and provides insights for practitioners in those industries.
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The study is also relevant for banking practitioners, as providing an initial comparison across
banks in SSA could spur the adoption of sustainable banking practices into the core business
strategy, driving sustainable development in SSA while simultaneously increasing financial
performance. The evaluation of banks’ sustainability performance across various categories
provides policymakers and regulators with additional insights, encouraging them to adopt tailored
regulations and policies that facilitate sustainable banking, thereby fostering sustainable
development in SSA.

The remainder of the paper reviews the existing literature and describes the theoretical
frameworks, followed by a discussion of the methodology. Finally, we present the findings and

conclude the study with a discussion that includes both academic and practical conclusions.

2.2. Literature Review

Africa’s financial sector is predominantly bank-based, indicating that the banking sector plays a
significant role in the economy (Abor & Adjasi, 2022; Mathieu et al., 2019). The current banking
sector in SSA comprises a mix of government-owned banks, privately owned domestic banks, and
foreign banks (Doku et al., 2012). A unique characteristic of foreign banks in Africa is the presence
of regional foreign banks, also known as Pan-African Banks (PABs), as well as global foreign
banks (Léon & Zins, 2020; Zins & Weill, 2018). PABs are banks originating from Africa with
subsidiaries operating in other African countries, whereas global foreign banks, as defined for this
study, are banks originating outside of Africa.

The banking industry has undergone a few financial sector reforms, including liberalization.
These liberalization efforts include privatizing non-performing state-owned banks, opening
banking markets to foreign banks, improving the governance and regulations of banks, and

liberalizing interest rates and credit markets in the region (Fosu, 2013). Although the banking
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sector’s development can be considered fledgling in comparison to peer economies and regions,
due to indicators such as high banking concentration and inefficiencies caused by high bank
overhead costs and high-interest margins (Abor & Adjasi, 2022), it has made significant strides
worth highlighting. These include the establishment and growth of PABs, which have filled the
gap left by the retrenchment of European and US banks, who previously dominated the financial
landscape before the global financial crisis. This has promoted stronger economic integration,
financial inclusion, and competition (Mlachila et al., 2016).

Furthermore, the banking sector has accelerated the digitalization of its financial services and
increased efforts to provide women with better access to finance, thereby contributing to financial
inclusion (European Investment Bank, 2022). The progress and prospects of the banking sector in

SSA make it a proper case study for undertaking this research.

2.2.1 Measuring Sustainable Banking Performance

The evaluation of sustainable banking performance has been conducted using various metrics.
However, there is no universal approach (Riegler, 2023). Weber (2017) argues that the primary
approach to assessing sustainable banking performance is to examine whether and how banks’
products, services, and processes address sustainability issues.

Some studies have employed global sustainability ratings and frameworks as measurement
tools (Gaba & Sharma, 2024; Tawfik et al., 2021). Tawfik et al. (2021) utilized the Global
Reporting Initiative (GRI) to assess the performance of banks in Arab countries, finding that banks
in the United Arab Emirates (UAE) exhibited higher sustainable banking performance compared
to those in Jordan and Oman.

Existing sustainable banking regulatory frameworks have also been used to assess sustainable

banking performance (La Torre et al., 2024; Weber & Chowdury, 2020). La Torre et al. (2024)
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employed a regulatory framework in Italy to assess sustainable banking performance. They found
that, except for Banca Etica, an ethical bank, most banks in Italy fell short of the expected
performance. The study by Weber and Chowdhury (2020) assessed the performance of banks in
Bangladesh, utilizing the country’s sustainable banking regulations and other relevant indicators
that address sustainability in the banking sector. Their results showed that banks in Bangladesh
prioritized environmental issues over social issues. The above assessment methods, although
effective, may not be suitable for comparative studies in SSA due to the absence of a homogeneous
regulatory framework for sustainable banking in the region. Additionally, compared to other
emerging and developed markets, only a few banks in SSA are rated by global sustainability rating
agencies or utilize global reporting frameworks, such as the Global Reporting Initiative (GRI).

The third strand of studies used self-developed frameworks taken from previous studies and
other relevant literature (Kumar & Prakash, 2019; Weber, 2017). Kumar and Prakash (2019)
developed a comprehensive sustainable banking framework that covered products and services,
codes of conduct and reporting, strategies, and policies and used it to evaluate Indian banks. Their
results showed that 70% of banks in India were in the first and second stages of adoption, with
larger banks performing better than smaller banks.

A recent extensive study on sustainable banking in the SSA region utilized 135 sustainable
banking indicators across 220 banks operating in 16 countries (Adu et al., 2023). Although the
framework was comprehensive, it did not explicitly include sustainable banking products and
services in its indicators. This study aims to address this gap by incorporating sustainable banking
products and services into its measurement framework, following earlier studies (Kumar &

Prakash, 2019; Scholtens, 2009; Weber, 2017).
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2.2.2. Differences in Sustainable Banking Performance by Region, Bank Type and Listing

Status

Studies examining the impact of regional attributes on the sustainability performance of firms and
countries have found both statistically significant and insignificant differences (Batae et al., 2020;
Epuleetal., 2021; Le & Nguyen-Phung, 2024; Wong et al., 2018). For example, Batae et al. (2020)
compared the sustainability performance of 108 banks in developed and emerging Europe and
found no statistical differences between the two regions. However, a study in China found that
firms operating in Eastern China exhibited higher corporate environmental performance, likely
due to better economic development and industry structure, compared to other regions (Wong et
al., 2018). Within the African context, Le and Nguyen-Phung (2024) found significant differences
in the level of GHG intensity and financial performance between firms operating in Southern
Africa and those in other regions of Africa. More importantly, scholars in the African region have
advocated for such studies considering the nuanced regional dynamics that exist based on
economic development conditions, industrialization levels (Epule et al., 2021; Mignamissi &
Nguekeng, 2022) and institutional frameworks.

Other studies have yielded mixed results when comparing the sustainability performance of
banks based on ownership types (Adu & Roni, 2024; Hinson et al., 2010; Korzeb & Samaniego-
Medina, 2019; Lui & Zainuldin, 2022; Nguyen et al., 2023). Korzeb and Samaniego-Medina
(2019) used a sample of 14 Polish banks. They found that local banks had higher sustainability
performance than foreign banks, a finding similar to that of Lui and Zainuldin (2022) in the
Malaysian banking sector. Within SSA, Adu and Roni (2024) found that banks with foreign
ownership had better sustainable banking disclosures than government-owned banks, while

Hinson et al. (2010) found that local banks performed better than foreign banks in Ghana.
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However, these studies did not account for the unique foreign banking typology in Africa, thereby
combining both PABs and international banks and obscuring the distinct characteristics that exist
between them. This distinction, however, has been utilized in studies focusing on conventional
banking performance metrics in SSA. These studies found that regional foreign banks performed
better than international and local banks (Zins & Weill, 2018), while another study did not find
significant differences between regional foreign banks and the others (Pelletier, 2018).

A review of previous studies reveals a focus on examining the connection between sustainable
banking and financial performance among listed banks. Thus, fewer studies, including those in
SSA, have compared the sustainability performance of listed and non-listed firms, yielding
conflicting results (Alberici & Querci, 2016; Branco & Rodrigues, 2006; Kili¢ & Kuzey, 2019;
Ramdhony, 2015). Ramdhony (2015) studied the level of corporate sustainability disclosure
among all banks in Mauritius and found that listed banks were better sustainability performers than
non-listed banks. Similar findings were obtained by Branco and Rodrigues’ (2006) study in
Portugal, which used 15 listed and non-listed banks, as well as Kili¢ and Kuzey’s (2019) study on
the level of climate change disclosure among banks in Turkey. A global study across 40 countries
on the determinants of corporate sustainability adoption by financial institutions achieved

contradictory results (Alberici & Querci, 2016).

2.2.3. Sustainable Banking and Financial Performance Nexus

Several studies and meta-studies have examined the impact of sustainability practices on the
financial performance within different sectors, including the banking sector, achieving mixed
results, thereby leading to inconclusiveness on this topic (Ali et al., 2020; Busch & Friede, 2018;
Gutiérrez-Ponce & Wibowo, 2024; Ho et al., 2019; Lu et al., 2018; Rahman et al., 2024; Siueia et

al., 2019).

25



Siueia et al. (2019) conducted a comparative study of banks operating in Southern Africa,
employing longitudinal data. They found that corporate sustainability had a positive association
with financial performance, as measured by return on assets (ROA) and return on equity (ROE).
Similarly, Ho et al. (2019) conducted a study on Mongolian banks using various financial
indicators, including NPL. They found that sustainable banking practices improved financial
performance and increased bank stability. Busch and Friede (2018) concluded in their meta-
analysis that there is a strong positive association between sustainability and financial
performance.

In contrast, Gutiérrez-Ponce and Wibowo (2024) found that sustainable banking practices were
negatively associated with return on assets (ROA) and return on equity (ROE) across five
Southeast Asian countries. Likewise, Menicucci and Paolucci’s (2022) study on Italian banks
yielded mixed results, as the composite ESG score revealed a negative association with financial
performance, while the social pillar correlated positively with financial performance. Between
these two extremes lies a paradoxical dynamic uncovered by Lu et al. (2018) in their empirical
study of the construction industry. They found that the relationship between sustainability and
financial performance can be negative in the short term but evolves into a positive one in the long
term.

The above literature review reveals differences in the sustainability performance of banks
across various categories and mixed results regarding the relationship between sustainable banking
and financial performance. Consequently, we developed the following research questions:

1.  What is the level of sustainable banking performance of banks in SSA?

2. Does sustainable banking performance differ by region, bank type, and listing status in

SSA?
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2.3. Theoretical Framework

This study applies good management theory to investigate the relationship between sustainable
banking practices and financial performance. Proponents of this theory argue that firms adopting
effective management practices can enhance their financial performance through positive
stakeholder engagement (Surroca et al., 2010; Waddock & Graves, 1997b). This theory aligns
closely with the instrumental stakeholder theory of the firm (Donaldson & Preston, 1995), which
posits that firms’ engagement in stakeholder management practices influences the achievement of
various corporate performance goals, including financial performance. Other scholars (Surroca et
al., 2010; Weber, 2017) state that good management theory is also closely linked to the resource-
based view of the firm, as effective management practices can be viewed as an intangible resource
that provides a competitive advantage to the firm. Ultimately, good management theory is closely
tied to Porter’s concept of competitive advantage (Porter & Kramer, 2006). The commitment of a
firm’s management to corporate sustainability practices, including sustainable banking, can be
considered an example of good management practices, which, according to this theory, could lead
to improved financial performance (Waddock & Graves, 1997a, 1997b; Weber, 2017).

Based on the above theoretical framework, we hypothesize that the sustainable banking

performance of banks in SSA has a positive effect on their financial performance.

2.4. Materials and Methods

The following sections describe the sample, the assessment methods, and the control variables

used in the study.
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2.4.1. Target Population and Sample

The target population was all 158 commercial banks operating in six SSA countries. These
countries represent each of the three main regional blocs in SSA: East Africa (comprising Kenya
and Tanzania), Southern Africa (encompassing Mauritius and South Africa), and West Africa
(including Ghana and Nigeria). They also account for 60% of SSA’s GDP (International Monetary
Fund, 2022) and are representative of the SSA economy.

We collected data from publicly available reports, including annual reports and sustainability
reports, on the banks’ websites. We excluded banks without published annual reports and
subsidiary banks that did not have stand-alone reports. The final sample for the study comprised
99 banks from East Africa (39), Southern Africa (24) and West Africa (36). The sample consists
of three types of banks: international banks (10), local banks (39), and PABs (50). For this study,
local banks refer to banks operating solely within their country of origin and are either publicly or

privately owned. The sample also comprised listed banks (45) and non-listed banks (54).

2.4.2. Measuring Sustainable and Financial Performance

The sustainable banking framework used in this study is based on indicators and frameworks used
in previous studies in other countries (Kumar & Prakash, 2019; Scholtens, 2009; Weber, 2017;
Weber & Chowdury, 2020), with modifications to reflect the SSA context and provide a
comprehensive view of sustainable banking (Fan et al., 2024). The indicators were adopted
because they align with this study’s definition of sustainable banking and have been applied within
the context of a developing economy, thereby ensuring relevance and appropriateness. As
illustrated in Table Al in Appendix A, the framework comprised 44 indicators divided into six
groups, namely: (1) sustainable banking products and services (SBPS); (2) environmental

management (EMD); (3) social development SD); (4) internal socio-ethical conduct (ISEC); (5)
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sustainability code of conduct and reporting (SCCREP); and (6) sustainability governance
(SGOV).

We employed content analysis to assess the level of sustainable banking performance, building
on prior studies (Akbar & Deegan, 2021; Boachie, 2020; Wong et al., 2018). A multigrade scoring
system, similar to those employed in other studies (Peng et al., 2023; Thistlethwaite & Wood,
2018) was used to facilitate a comprehensive assessment and comparison of banks’ performance.
Indicators relating to policies, statements, and management practices were ranked on a scale of 0
to 1, while those relating to products, services, and processes were scored on a scale of 0 to 4. Each
indicator was scored as 0 (absence of indicator), 1 (mention of indicator), 2 (qualitative description
of indicator), 3 (quantitative description of indicator), or 4 (mention of target or benchmark for
that indicator). The final step involved summing up the individual scores and dividing them by the
total score to calculate the Sustainable Banking Performance (SBP) score and rank for each bank,
ranging from 0 to 1.

Cronbach’s alpha was used to measure the internal consistency of the indicators in line with
similar studies (Ameer & Othman, 2012). All six categories achieved a Cronbach’s alpha value of
higher than 0.6, with SBPS = 0.89, EMD = 0.77, SD = 0.73, ISEC = 0.62, SCCREP = 0.85, and
SGOV = 0.74, respectively, confirming the reliability of the indicators. To ensure the
reproducibility of the results, we used a comprehensive spreadsheet that contained the respective
scores, page numbers, and information cited in the report, facilitating ease and simplicity for other
researchers to replicate the scoring method (Adu, 2022).

Sustainable banking data was collected for the year 2022, while financial data was collected for
the year 2023 from the banks’ annual reports. In line with previous studies, we utilized key

financial accounting indicators because these indicators are highly correlated with sustainability
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performance (Huang, 2021; Salim et al., 2023; Vitezi¢ et al., 2012). Moreover, market indicators
such as Tobin’s Q and Price-to-Earnings (PE) may not be helpful, given that many banks in SSA
are not listed. The five indicators used in this study are total assets (TA) (Weber & Chowdury,
2020), net profit after tax (NPAT) (Joy et al., 2022), return on assets (ROA) (Kosgei & Cherono,
2024), return on equity (ROE) (Gutiérrez-Ponce & Wibowo, 2024) and non-performing loan
(NPL) ratio (Ho et al., 2019). TA was used to measure the size of the banks, as has been done in
similar studies (Galletta et al., 2021). We used the natural logarithm of the financial indicators to
normalize the distribution.

To analyze the relationship between sustainable banking performance and financial
performance, we used one-year lagged variables and linear regression as conducted by Waddock
and Graves (1997b).The financial indicators for 2023 were used as the dependent variables, and
the sustainable banking performance score for 2022 was used as the independent variable, along
with control variables. The model is described below:

FP = By + [1SBPy; + B,PAB,; + [3INT3; + BLEREG,; + BsSREGs; + f¢LISTg; + error;
Where:

SBP = Sustainable banking performance score

FP= Financial performance with five different specifications, namely TA, NPAT, ROE, ROA, and
NPL.

PAB= Pan African banks

INT-International banks

EREG- East Africa region

SREG- Southern Africa region

List = Listed banks
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2.4.3. Control Variables

To effectively observe the relationship between sustainable banking performance and financial
performance without confounding effects, three control variables — region, bank type, and listing
status — were converted into dummy variables.

First, regions were used as control variables because of the varying levels of economic
development in SSA. This process aligns with other studies conducted in Africa (Epule etal., 2021;
Le & Nguyen-Phung, 2024) and other countries (Wong et al., 2018), which have demonstrated
that regional differences have an impact on sustainability performance.

Second, the use of bank types as control variables follows studies that have employed the same
approach in investigating the linkage between sustainable banking and financial performance,
given the impact of the bank type on sustainability performance (Islam et al., 2021; Korzeb &
Samaniego-Medina, 2019; Weber, 2017).

Finally, the listing status was used, as previous studies had found that it has an impact on the
sustainability performance of firms, both within SSA (Botshabelo et al., 2017) and other regions

(Vitezi¢ et al., 2012).

2.4.4. Correlation between Financial Indicators

Table 1 presents the correlation between the financial indicators. The results show that total
assets and net profits are highly correlated. It also demonstrates that ROE and ROA are highly
correlated. Due to the expected high correlation, the study did not use multiple financial indicators
as independent variables in a single model but rather as separate models, in line with previous

studies (Weber, 2017).
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Table 1: Correlation between Financial Indicators

Total  \ot profit ROE ROA  NPL Ratio
Assets
Total Pearson . o N
Aeonts Co 1 880 368 0.19 =237
NetProfit  Loorson 880" 1 733" 632" -258"
Correlation
ROE Pearson 368" 733 ] 914" -0.203
Correlation
ROA Pearson 0.19 632" 914™ 1 -0.133
Correlation
NPL Ratio  Learson =237 258" -0.203 -0.133 1
Correlation

1. Note: ** Correlation is significant at the 0.01 level (2-tailed). *Correlation is significant at
the 0.05 level (2-tailed).

2.4.5. Ranking of Sustainable Banking Performance

The ranking method was adopted from previous studies (Jeucken, 2001; Kumar & Prakash,
2019) and provides insights into the level of sustainable banking adoption (see Table 2).

Table 2: Description of Ranking Methodology

Rank Score Description

Stage 1 0.0-0.25 Banks are at the early stage of sustainable banking, with a greater
emphasis on social and ethical practices.

Stage 2 0.26-0.5 Banks are at the growing stage of sustainable banking, actively adopting

social and environmental management practices in addition to rolling
out sustainable banking products and services.

Stage 3 0.51-0.75 Banks are at the advancing stage of sustainable banking. They undertake
significant environmental and social sustainability activities, including
offering numerous sustainable products and services, as well as
participating in global sustainability frameworks.

Stage 4 0.76-1.0 Banks are at the mature stage and have significantly incorporated all the
various dimensions of sustainable banking and can be seen as role
models.
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2.5. Results

We examined the first research question, which seeks to evaluate the level of sustainable
banking performance in SSA using descriptive statistics. The results, as illustrated in Table 3, show
that the average overall sustainable banking performance score of the sampled banks is 0.29,
corresponding to Stage 2, or the growing stage, in the ranking category. The standard deviation of
0.21 suggests that the general performance does not deviate significantly from the mean. Banks in
SSA prioritize internal socio-ethical conduct practices, with a mean of 0.81. At the same time, the
least prioritized category is the roll-out of sustainable banking products and services, with a
significantly lower mean of 0.19.

Table 3: Descriptive Statistics of the Sustainable Banking Performance for all Banks

Category Minimum Maximum Mean Dexslfgt.ion
Sustainable Banking Products and Services 0.00 0.67 0.19 0.18
Environmental Management 0.00 1.00 0.36 0.30
Social Development 0.00 0.93 0.43 0.27
Internal Socio-ethical Conduct 0.00 1.00 0.81 0.24
]S{l;;t(?;gizlhty Code of Conduct and 0.08 1.00 031 0.26
Sustainability Governance 0.00 1.00 0.47 0.40
Overall Sustainable Banking Performance 0.02 0.79 0.29 0.21

2.5.1. Differences in Sustainable Banking Performance by Region, Bank Type and Listing

Status

To answer Research Question 2, about whether sustainable banking performance differs by
region, bank type, and listing status, we use both descriptive statistics and the results from the
ranking analysis. Table 4 illustrates the descriptive statistics, which reveal performance differences
across the categories. The results by region show a significant difference between banks in East
Africa and banks in Southern and West Africa. Banks in East Africa have the lowest average SBP
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score of 0.228, representing a Stage 1 ranking. In contrast, there is a negligible difference in the
average performance of banks in West Africa (0.333) and Southern Africa (0.332).

Table 4: Descriptive Statistics of the Financial Performance and Sustainable Banking
Performance

Total NPL SBP

Category Statistic Assets NPAT ROE ROA ratio Score

Region

East Africa Mean 13.090 8.985 2.271 0.279 2.350 0.228
Std. 1.577 2.358 1.487 1.371 0.807 0.203
Dev.

Southern Africa Mean 15.066 10.976 2.768 0.433 1.526 0.332
Std. 1.870 1.919 0.551 0.549 1.087 0.238
Dev.

West Africa Mean 14.470 11.087 3.256 1.033 2.068 0.333
Std. 1.244 1.273 0.564 0.678 1.560 0.178
Dev.

Bank type

International Mean 13.717 10.106 3.101 0.955 0.723 0.207
Std. 0.687 0.919 0.399 0.537 2.589 0.107
Dev.

Local Mean 13.394 9.447 2.632 0.495 2.454 0.228
Std. 1.440 1.925 0.968 0.769 0.942 0.159
Dev.

PABs Mean 14.627 10.685 2.741 0.556 2.009 0.356
Std. 1.906 2.329 1.251 1.223 0.802 0.236
Dev.

Listing status

Listed Mean 15.253 11.571 3.013 0.770 2.060 0.449
Std. 1.550 1.520 0.526 0.640 0.833 0.176
Dev.

Non-Listed Mean 13.077 9.014 2.494 0.405 2.046 0.159
Std. 1.203 1.930 1.403 1.279 1.464 0.124
Dev.

At the bank type level, PABs perform significantly better (0.356) than local (0.228) and
international banks (0.207), whose average scores match the Stage 1 ranking. The most striking
difference is between listed and non-listed banks, where the average SBP score for listed banks is

0.449, compared to 0.159 for non-listed banks. It is interesting to observe that the financial
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indicators appear to follow a similar pattern, especially regarding total assets and net profits. Banks
in Southern Africa, West Africa, PABs, and listed banks have higher values than their counterparts
in other regions.

As shown in Figure 2, out of the 99 banks in the sample, the majority (46) of the banks are at
Stage 1, while only two banks are at Stage 4 (mature stage). Fifty-one banks, representing 52% of

the sample, are at Stages 2 (growing stage) and 3 (advancing stage).
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Figure 2: SBP Ranking for all Banks

Source: Authors
At the regional level, the results in Figure 3 indicate that East Africa has the highest number of
banks in Stage 1, while Southern Africa has the highest number of banks in Stages 3 and 4. West

Africa has the highest number of banks in Stage 3.
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Figure 3: SBP Ranking by Region
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Figure 4 shows that most banks in Stages 1 and 2 are local banks, whereas there are no local
and international banks in Stages 3 and 4. Banks operating on Stage 3 and 4 levels of sustainable

banking are all PABs. International banks typically operate at Stages 1 and 2.
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The analysis by stock listing status reveals that non-listed banks in SSA predominantly operate

at the Stage 1 level of sustainable banking. In contrast, listed banks dominate stages 2, 3, and 4, as

shown in Figure 5.
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2.5.2. The Effect of Sustainable Banking Performance on Financial Performance

Finally, to test our hypothesis that the sustainable banking performance of banks in SSA has a
positive effect on their financial performance, we conducted ordinary least squares (OLS)
regressions. The regression used the 2022 SBP score as the independent variable and the 2023
natural logarithm of TA, NPAT, ROE, ROA, and NPL ratio, respectively, as dependent variables,
with bank type, region, and stock exchange listing status as control variables. The results are

presented in Table 5.
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Table 5: Results of the OLS Regression analysis using 2023 Financial Indicators as

Dependent Variables and the 2022 SBP Score as the Independent Variable

Independent Variables Coefficient p value Adjusted R? Sig VIF
Total assets 0.798 <001
Sustainability Score 5.583 (0.607) <.001%*** 2.533
Bank Type

PABs 0.417 (0.185) 0.026%* 1.34
International -0.04 (0.289) 0.892 1.219
Region

East Africa -0.749 (0.192) <.001%** 1.396
Southern Africa 0.613 (0.211) 0.005%%** 1.31
Stock Exchange Listing

Listed Banks 0.313 (0.237) 0.19 2.189
Constant 12.242 (0.205)  <.001***

NPAT 0.638 <.001
Sustainability Score 5.895 (1.079) <.001%*** 2.711
Bank Type

PABs 0.306 (0.335) 0.364 1.386
International 0.207 (0.511) 0.687 1.243
Region

East Africa -1.374 (0.343) <.001%** 1.42
Southern Africa -0.035 (0.370) 0.924 1.318
Stock Exchange Listing

Listed Banks 0.413 (0.434) 0.344 2.359
Constant 8.598 (0.378) <.001%**

ROE 0.141 0.006
Sustainability Score 1.278(0.857) 0.14 2.709
Bank Type

PABs -0.104 (0.266) 0.696 1.403
International 0.306 (0.402) 0.449 1.242
Region

East Africa -0.824 (0.271) <.003%** 1.404
Southern Africa -0.492 (0.291) 0.094* 1.313
Stock Exchange Listing

Listed Banks -0.003 (0.342) 0.993 2.339
Constant 2.829 (0.297) <.001%*%**

ROA 0.064 0.081
Sustainability Score 0.354 (0.834) 0.672 2.711
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Bank Type

PABs -0.005 (0.259) 0.986 1.386
International 0.377 (0.395) 0.344 1.243
Region

East Africa -0.640 (0.265) 0.018%* 1.42
Southern Africa -0.601 (0.286) 0.039%* 1.318
Stock Exchange Listing

Listed Banks 0.155 (0.336) 0.646 2.359
Constant 0.770 (0.292) 0.010%**

NPL Ratio 0.165 0.001
Sustainability Score -1.415 (0.860) 0.103 2.502
Bank Type

PABs -2.45 (0.264) 0.355 1.338
International -1.591 (0.424) <.001%** 1.191
Region

East Africa 0.100 (0.273) 0.714 1.391
Southern Africa -0.423 (0.303) 0.166 1.299
Stock Exchange Listing

Listed Banks 0.491 (0.335) 0.147 2.152
Constant 2.581 (0.292) <.0071%%**

Note: Standard errors are reported in parentheses. ***, ** and * indicate statistical significance at
the 1%, 5% and 10% levels, respectively.

Table 5 shows that four out of the five models (except for ROA) are significant (p < 0.05), with
stronger explanatory power represented by the adjusted R? values for total assets and NPAT. After
controlling for bank type, region, and stock exchange listing status, the regression analysis
indicates that sustainable banking performance is positively and significantly associated with
financial performance, as measured by total assets and net profit after tax (NPAT). Both ROE and
ROA have positive but insignificant relationships with sustainable banking performance, while the
NPL ratio has a negative and insignificant relationship with sustainable banking performance. The
results show that banks with high sustainable banking performance have higher financial

performance, as measured by total assets and net profits, thereby confirming our hypothesis.
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The correlation between the SBP score and NPL was weak but negative. The result indicates

that banks adopting sustainable banking practices tend to have lower non-performing loans.

2.5.3. Robustness Checks

Following our primary regression analysis, a robustness test was conducted using the 4-stage
sustainable banking performance ranks as independent variables. Dummy variables were created
for the respective ranks. The results are presented in Table 6. They demonstrate that the regression
models are significant for total assets, NPAT, and ROE, with stronger adjusted R-squared values
for total assets and NPAT, as observed in the primary regression analysis. The models for ROA
and NPL, however, were insignificant, with smaller adjusted R-squared values. The results
demonstrate that banks in Stages 2, 3, and 4 have larger assets, higher profits, higher return on
equity (ROE), and lower non-performing loans (NPLs) than those in Stage 1, indicating the impact
of sustainable banking on financial performance. These findings confirm our hypothesis and
provide robustness to our primary results. They also demonstrate that the effect of sustainable
banking performance is stronger for total assets and net profits than for the other financial
indicators.

Table 6: Results of the OLS Regression Analysis using 2023 Financial Indicators as
Dependent Variables and the 2022 SBP Ranks as the Independent Variable

Independent Variables  Coefficient p value Adjusted R?  Sig VIF
Total assets 0.633 <.001
Sustainability Ranking

Stage 2 1.944 (0.235) <.001*** 1.121
Stage 3 3.467 (0.332) <.0071*** 1.111
Stage 4 5.478 (0.763) <.0071*** 1.022
Constant 12.765 (0.156) <.001%**

NPAT 0.488 <.001
Sustainability Ranking

Stage 2 2.389 (0.370) <.0071*** 1.157
Stage 3 3.756 (0.499) <.001%** 1.145
Stage 4 4.977 (1.123) <.0071*** 1.029
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Constant 8.598 (0.254) <.001%**

ROE 0.06 0.048
Sustainability Ranking

Stage 2 0.652 (0.258) 0.013** 1.164
Stage 3 0.751 (0.346) 0.033%* 1.15
Stage 4 0.256 (0.777) 0.742 1.03
Constant 2.362 (0.178) <.001%***

ROA 0.035 0.118
Sustainability Ranking

Stage 2 0.544 (0.244) 0.029** 1.157
Stage 3 0.444 (0.329) 0.185 1.145
Stage 4 -0.347 (0.741) 0.641 1.029
Constant 0.306 (0.168) 0.072*

NPL -0.03 0.961
Sustainability Ranking

Stage 2 -0.031 (0.278) 0.886 1.123
Stage 3 -0.179 (0.388) 0.895 1.113
Stage 4 -0.285 (0.890) 0.977 1.022
Constant 2.094 (0.184) <.001***

Note: Standard errors are reported in parentheses. ***, ** and * indicate statistical significance at
the 1%, 5% and 10% levels, respectively.

2.6. Discussion

The overarching findings from the descriptive statistics, ranking results, and regression analyses
reveal that most banks in SSA are currently at the beginning (Stage 1) and growing (Stage 2) stages
in their adoption of sustainable banking. The findings reveal differences in sustainable banking
performance across the three main categories, with the most notable variations being those related
to bank type and listing status. The study suggests a positive relationship between sustainable
banking and financial performance, with a significant association to total assets and net profits.

The following section provides a detailed discussion of the results.

2.6.1. Level of Sustainable Banking Performance

The findings demonstrate that banks in SSA are generally at the initial and growth stages in

implementing sustainable banking practices. This implies that sustainable banking, as practiced in
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the SSA, focuses primarily on the social and ethical aspects of sustainability. The relatively low
performance is primarily driven by the overall low performance in the sustainable banking
products and services category, indicating that the process of incorporating sustainability practices
into core banking activities is still in its early stages. However, it is encouraging that many banks
are at the growth stage, where the roll-out of sustainable banking products and services has begun,
in addition to implementing social and environmental practices. These results align with similar
studies in both developed and developing countries, where most banks are at the beginning and
growing stages (Gaba & Sharma, 2024; Kumar & Prakash, 2019; La Torre et al., 2024; Mishra &
Sant, 2023).

The results of the performance across the different SBP categories reveal that most banks
emphasize internal socio-ethical conduct by instituting policies related to business ethics, labour
practices, human rights, and diversity, influenced by the implementation of corporate governance
mechanisms, as confirmed by previous studies in the region (Adu, 2022). Banks in SSA also
prioritize the social aspects of sustainable banking, such as community engagement and women’s
empowerment activities, over the environmental dimension of sustainable banking. This result is
in line with earlier studies conducted in Nigeria (Michael & Oluseye, 2014) and Southeast Asia
(Gutiérrez-Ponce & Wibowo, 2024) but contrary to findings of studies from other emerging
economies like Bangladesh (Weber & Chowdury, 2020) and Indonesia, (Gunawan et al., 2022),
prioritizing the environmental dimensions. The emphasis on the social dimension can be explained
by good management theory, as undertaking these social practices can be considered good
management practice, which enhances the reputation of these banks and consequently leads to

increased financial performance (Waddock & Graves, 1997b).
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2.6.2. Differences in Sustainable Banking Performance by Region, Bank Type, and Listing

Status

The ranking results, by region, revealed that Southern Africa has the highest number of banks
with high rankings, while East Africa has the lowest-ranked banks. The performance of the
Southern Africa region is unsurprising, considering it is the wealthiest and most industrialized in
SSA (Mignamissi & Nguekeng, 2022) and has been leading in sustainability efforts, especially in
addressing climate change (Epule et al., 2021; Le & Nguyen-Phung, 2024). Additionally, both
South Africa and Mauritius have more developed banking systems than the other regions in SSA
(Beck et al., 2023), which arguably provides them with access to more resources, including
financial and management expertise, to pursue sustainable banking practices, resulting in a higher
ranking. The positive correlation between economic development status and sustainable banking
performance also supports the findings of other studies in China, where firms operating in the most
economically developed regions performed higher than those in other regions (Wong et al., 2018).
The marginal higher performance of banks in West Africa compared to Southern Africa is worth
highlighting as it could be explained by the existence of sustainable banking regulations by the
central banks in both Nigeria and Ghana driving sustainability activities among the banks.

Both ranking results and descriptive statistics indicate that PABs outperformed local and
international banks. This result is not surprising, given that they are currently dominant players in
the banking sector in SSA and are systemically important banks in both their home and host
countries (Gondwe et al., 2024; Léon & Zins, 2020; Mathieu et al., 2019). Their commendable
performance of being the only banks in Stages 3 and 4 can be attributable to Zins and Weill’s
(2018) argument that PABs have the best of both worlds of international banks through large-scale

operations and better management expertise gained from their global experience, and that of local
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banks through a better knowledge of local clients and the local environment. These advantages can
also be viewed through the lens of good management theory, evidenced by intangible resources
such as better management expertise and local knowledge, which provide them with a competitive
advantage and enable them to undertake more sustainable banking practices compared to their
local and international counterparts (Surroca et al., 2010). These results do not corroborate earlier
studies by Hinson et al. and Korzeb and Samaniego-Medina (2019), who found that local banks
had higher sustainability performance than foreign banks in Ghana and Poland, respectively.
However, the results support other studies that have identified banks with foreign ownership to be
better sustainability performers than local banks (Adu et al., 2023).

Finally, the evident difference in sustainable banking performance between listed and non-listed
banks can be attributed to the fact that listed banks are usually larger, with higher visibility and
greater scrutiny by stakeholders, such as investors, regulators, and the general public, compared to
non-listed banks (Vitezi¢ et al., 2012). Hence, they are more inclined to undertake sustainable
banking practices. These findings support prior studies (Branco & Rodrigues, 2006; Korzeb &
Samaniego-Medina, 2019; Ramdhony, 2015) but contradict other studies (Alberici & Querci,
2016; Hinson et al., 2010) that found non-listed banks to be better sustainability performers than

their listed counterparts.

2.6.3. The Effect of Sustainable Banking Performance on Financial Performance for Banks

in SSA

The results show that integrating sustainability practices into banking strategies, products, and
services in SSA is not a trade-off but rather correlates positively and significantly with financial
performance. The results support the good management theory (Waddock & Graves, 1997b) and

play out in several ways. For instance, banks adopting sustainable banking practices as a form of
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good management can attract incremental deposits, which can be used to create additional assets
from both existing and new banking clients, thereby fostering customer loyalty and enhancing their
reputation. These banks could also attract additional capital from institutional investors, resulting
in increased bank size, measured by total assets, and enhanced profits from the creation of these
assets, the roll-out of innovative products and services, as well as a reduction in credit losses
through effective credit risk management that factors in sustainability risks. These findings align
with similar studies conducted in the banking sector in SSA, where positive associations have been
found (Adu, 2022; Siueia et al., 2019).

Finally, the insignificant but negative relationship between the sustainable performance of
banks in SSA and the NPL ratio provides interesting insights. This finding suggests that integrating
sustainability into the credit risk management process, rolling out products and services, and other
internal processes could result in significantly lower NPL ratios, as other studies have shown (Ho
et al., 2019). The finding could contribute to improving the stability of banks in SSA, considering
that they are traditionally more burdened with higher non-performing loans (NPLs) than banks in

other developing countries (Gondwe et al., 2024).

2.7. Conclusion

We conclude that banks in SSA have begun playing a key role in driving sustainable
development through the adoption of sustainable banking practices, with the level of adoption
varying according to bank type, region, and listing status on the stock exchange. Although this is
a commendable start, there is significant room for improvement. We also conclude that doing good
and doing well in banking in SSA go hand in hand, not as a trade-off, as evidenced by the positive

relationship between sustainable banking and financial performance. Hence, the study contributes

46



to the extant literature on sustainable banking and business strategy in developing and emerging
economies in several ways.

First, it investigates the under-researched context of sustainable banking within the SSA
context, with a particular focus on evaluating the performance of banks in consideration of its
growing uptake. Few studies that have undertaken such assessment studies have focused on
emerging economies outside of Africa and Europe.

The study also contributes by utilizing a sustainable banking framework that incorporates
sustainable banking products and services as a key indicator, which is often lacking in studies on
sustainable banking in SSA (Adu, 2022; Kosgei & Cherono, 2024). The use of five different
financial indicators, including NPL, to measure financial performance provides new insights, as
previous studies in the region have often focused on ROE, ROA, and, in a few instances, NPAT
(Botchwey et al., 2022; Julian & Ofori-dankwa, 2013).

Additionally, the study examines sustainable banking practices using a unique typology of
foreign banks operating in Africa, specifically the concept of regional foreign banks or PABs. This
categorization has not been previously used in studies on sustainable banking in SSA. However,
the findings from this study elucidate the critical role they play in promoting sustainable
development efforts through their sustainable banking performance. The study complements other
banking studies in SSA that have used this categorization to measure the performance of banks
using traditional banking indicators, such as banking efficiency (Pelletier, 2018; Zins & Weill,
2018) and development finance issues, like financial inclusion (Léon & Zins, 2020).

The findings can also serve as a lever for policymakers, supervisors, and regulators to introduce
and implement targeted regulations and incentives to motivate sustainable behaviour. The results

of the performance by different categories suggest that a “one size fits all” regulatory or policy
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intervention may not be the most effective approach; instead, a bespoke approach that incorporates
the bank type and financial strength could yield significant results. For instance, in recent times,
some stock exchanges in the SSA have established sustainability guidelines that listed companies

must adhere to.

2.7.1. Practical Recommendations for Sustainability Strategies

The results of the study show that banks in SSA are at an early stage concerning sustainable
banking. However, the results also suggest that integrating sustainable finance might increase the
financial performance of the banks. These two findings, combined, offer some opportunities for
sustainable business strategies.

Similar to other banks, banks in SSA should integrate sustainability into their core banking
products. Sustainable finance products and services should not stay in the niche. Instead,
sustainability should be incorporated into conventional products and services, such as loans and
other financial services. While the banks in the sample emphasize internal ethics and social
contributions, they lag significantly in green or inclusive financial products, such as sustainability-
linked loans (Vulturius et al., 2024), green bonds, and other ESG financial products tailored to the
SSA market. One significant advantage of this strategy is that it decreases financial risks and
increases sustainability performance, as demonstrated in other studies (Weber et al., 2010).

Since the study found a positive impact of sustainability performance on financial performance,
sustainability can be positioned as a strategic value creation lever rather than a CSR initiative with
no connection to the core business’s performance, as already proposed by Porter and Kramer
(2006). This lever could be used to attract ESG-inclined investors, in addition to reducing default

risk and addressing customer loyalty.
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Often, banks in SSA and other developing countries focus on social aspects of sustainability,
such as inclusive finance. This expertise, however, could be expanded to the environmental side
of sustainability. Environmental elements, such as climate change mitigation and adaptation, as
well as energy and agriculture finance, may help diversify the banks’ sustainability portfolios and
address significant environmental pressures (Ntarmah et al., 2022).

All the aforementioned aspects need to be integrated into formal sustainability governance
structures. They need to be implemented at the board level to achieve strategic relevance(Al-Hyari,
2023). Hence, many advanced banks have established sustainability committees on their boards
and connected executive KPIs and bonuses to sustainability targets.

Interestingly, listed banks scored significantly higher in terms of sustainability than non-listed
banks. The listing might indicate a strong interest in sustainable banking by shareholders and
stakeholders. Also, some stock exchanges are ESG-compliant. Hence, banks planning to go public
could use their sustainable banking activities to attract investors.

Furthermore, as found in many other studies, internationally operating banks often have higher
sustainability performance than their national competitors. Frequently, they use international
frameworks, such as the Task Force on Climate-Related Financial Disclosures (TCFD) or GRI
(Arun et al.,, 2022). Therefore, local banks could blend local sustainability expertise with
international ESG frameworks to make their activities visible and comparable to those of other
banks.

Finally, banks in SSA could learn from banks in both developing and industrialized countries
about how to use sustainability as a strategic asset. For instance, banks in Bangladesh use
sustainability criteria to assess credit risks (Weber et al., 2015), while other banks use science-

based targets to develop strategic sustainability activities.
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By viewing sustainability as a strategic asset rather than a compliance burden, banks in SSA

can align financial growth with broader sustainable developmental goals and the SDGs.

2.7.2. Limitations of the Study

The study acknowledges several limitations that present opportunities for future research. First,
the study examined the relationship between sustainable banking and financial performance, using
only the composite score rather than the individual categories, which could potentially yield
different results. Second, the use of one-year time lags limits the ability to establish strong causality
relationships, and thus, the findings should be interpreted with caution. Lastly, while relevant
control variables were incorporated, there may be other omitted variables that could provide
further explanation of the observed relationships.

Future studies could expand on exploring the relationship between the disaggregate components
and financial performance, such as examining the relationship between the roll-out of sustainable
banking products and services and financial performance. Additionally, examining the proportion
of sustainable products and services offered by high-performing sustainable banks compared to
traditional banking offerings could help determine whether these financial institutions truly qualify
as sustainable banks. Finally, future research could consider using longitudinal data to strengthen
causal inferences, and alternative theoretical perspectives, such as institutional theory, could be

employed to understand the factors influencing sustainability performance in banks in SSA.

MANUSCRIPT ENDS
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Chapter 3

What Drives Sustainable Banking Performance in Selected Sub-Saharan African
Countries? - Does Institutional Isomorphism Matter?

While numerous studies on sustainable banking have focused on the financial outcomes of
sustainability practices and the firm-level determinants of sustainability performance, fewer
studies have investigated the role of external determinants, including institutional pressures. This
chapter extends the research inquiry by examining the relationship between institutional pressures
and sustainable banking performance among banks in Sub-Saharan Africa (SSA).

This study is grounded in institutional theory, with a specific application of the institutional
isomorphic framework. It employs a quasi-experimental research design, using country-level
proxies to represent each isomorphic pressure, with corresponding control groups. Sustainable
banking performance is measured using the same 44-indicator framework employed in Chapter 2,
applied to a sample of 74 banks across 6 countries. The study uses regression analysis to examine
the association between each of the three institutional pressures, namely coercive, mimetic and
normative and sustainable banking performance at both the aggregate and disaggregate levels. The
results show that all three pressures have a significant and positive relationship with sustainable
banking. It also shows that coercive pressure from central bank regulations has the strongest
association with sustainable performance. The comparative analysis also demonstrates that banks
operating in countries with each of the three institutional isomorphic environments have higher
sustainable banking performance than their control group countries. The study contributes to the
body of knowledge by showing how all three institutional environments can influence the

sustainability performance of banks within a developing economy context. The findings can serve
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as a guide for regulators and banking practitioners in SSA, as they adopt of frameworks and

industry-led guidelines to drive sustainable behaviour in the banking sector.

This chapter was adapted from: Appiah, A., Weber, O., & Wood, M. (Revise and Resubmit 2).
What drives sustainable banking performance in selected Sub-Saharan African Countries? - Does
institutional isomorphism matter? Business Strategy and the Environment.

This chapter reflects the version of the manuscript submitted with the thesis for doctoral

examination.

MANUSCRIPT BEGINS

3.1. Introduction

The banking sector is a key player in financing and promoting sustainable development
initiatives globally, owing to its intermediary role in most economies (Bimha & Nhamo, 2017; da
Silva Inacio & Delai, 2022; Zimmermann, 2019). This is more relevant in Sub-Saharan Africa,
where the banking assets currently account for more than 75% of the region’s GDP (Galal, 2023).
Although banks have been previously judged as laggards to the sustainability agenda (Jeucken,
2001; Peeters, 2005; Schmidheiny & Zorraquin, 1998), the past two decades, triggered by the 2008
financial crisis, have witnessed growing momentum from banks in the sustainability discourse
among both developed countries and developing countries (N4jera-Sanchez, 2020; Yip & Bocken,
2018).

Sustainable banking, one of the ways by which sustainable development is operationalized in
the banking sector, has different definitions. This study adopts the definition of da Silva Inacio and

Delai, which is “banking that offers products, services and practices that contribute to sustainable
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development, benefiting the environmental, social and economic dimensions in the short, medium
and long term” (da Silva Inacio & Delai, 2022, p. 10).

The concept of sustainable banking has garnered and continues to garner interest in academia,
resulting in numerous studies. One common strand of research examines the impact of sustainable
banking on financial performance (Adu, 2022; Ali et al., 2020; Azmi et al., 2021; Batae et al.,
2020; Gonenc & Scholtens, 2019; Magbool & Zameer, 2018). Another research focus is the
relationship between firm-level determinants, including size, financial performance, and corporate
governance, and sustainable banking performance (Adu et al., 2023; Chih et al., 2010; Drempetic
et al., 2020; Hussain et al., 2018; Young & Thyil, 2014). Despite the plethora of studies, external
determinants of sustainable banking performance, particularly the influence of institutional
environments, remain under-explored, given that banks, as organizations, are part of a wider
system and may be influenced by the external institutional environment in which they operate
(Dong et al., 2023; Mchavi & Ngwakwe, 2018; Moulfty et al., 2024; Oyegunle & Weber, 2015;
Sethi et al., 2017; Tilt, 2018; Weber et al., 2014). Furthermore, scholars have called for such
studies to be undertaken within a cross-country comparative context, as many studies have focused
on single countries (Moufty et al., 2024; Sethi et al., 2017).

To address these gaps, this cross-sectional study examines how institutional pressures relate to
sustainability performance in selected countries within the SSA banking sector, using the
institutional isomorphic theoretical framework espoused by DiMaggio and Powell (1983). The
study’s specific research questions are (RQ1) What is the relationship between coercive pressures
(regulatory, legal environment, social pressure), mimetic pressures (imitation of other peer
organizations or perceived leaders in the face of uncertainty), and normative pressures

(professionalization, industry codes and associations) and sustainable banking performance in

53



SSA, and (RQ2) Which of these mechanisms shows the strongest association with sustainable
banking performance?

To address these two research questions, we analyzed 74 banks operating in 6 countries, namely
Nigeria, representing coercive isomorphic pressure; Zambia as a coercive control group; South
Africa, representing normative isomorphic pressure; Tanzania as a normative control group;
Uganda, representing mimetic isomorphic pressure; and Ethiopia as a mimetic control group.

We assessed sustainable banking performance for 2022 using a framework adapted from
previous studies (Kumar & Prakash, 2019; Weber & Chowdury, 2020). A 44-indicator system
comprising sustainable banking products and services, environmental and social management, and
sustainability governance with multigrade scoring was used to calculate the sustainable banking
performance (SBP) score for the sampled banks. Using Ordinary Least Squares (OLS) regressions,
the respective institutional pressures were employed as independent variables to predict banks'
sustainable banking performance at both the composite and disaggregate levels, while controlling
for bank size and bank type.

The study's findings reveal that sustainable banking performance in SSA is significantly and
positively associated with coercive, normative, and mimetic isomorphic pressures, with coercive
pressure showing the strongest association. This suggests that central bank regulations, industry-
led sustainability guidelines, and the presence of foreign banks in host countries promote the
adoption of sustainable banking practices and contribute to improved performance, with central
bank regulations having the most significant influence among banks in SSA. These findings hold
at both the aggregate and disaggregate levels of sustainable banking performance.

This study is relevant to scholars, banking practitioners, policymakers, and regulators, offering

initial insights into how the institutional environment shapes sustainable banking in SSA.
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Theoretically, it extends the concept of institutional isomorphism in the sustainable banking
literature, particularly within the SSA context, a developing field, by demonstrating that coercive,
mimetic, and normative pressures are positively and significantly related to sustainable banking
performance. The study contributes to the application of institutional isomorphism in sustainable
banking research by showing that all three pressures are relevant to encouraging sustainable
banking adoption. It also adds to the limited number of studies focusing on a single industry, such
as banking (Griffin & Mahon, 1997; Moufty et al., 2024; Simpson & Kohers, 2002), as such
research improves internal validity and offers valuable insights for practitioners in those sectors.
It contributes to calls for multi-country comparative studies (Jackson & Apostolakou, 2010;
Moufty et al., 2024; Sethi et al., 2017) that enhance generalizability beyond a single national
context by leveraging between-country differences in institutional environments across the
selected SSA countries and sampled banks.

Additionally, for regulators and banking practitioners, the study is timely, particularly in light
of the increasing number of regulations and guidelines issued by central banks and banking
associations in SSA over the last three years. These results can serve as a proof of concept for
institutions, demonstrating that such interventions are critical to promoting banks' integration of
sustainability and advancing sustainable development in the region.

The remainder of the paper presents the theoretical framework and develops the study's
hypotheses, followed by a discussion of the methodology. The results are presented and interpreted

in the discussion section. The final section presents the study’s main conclusions.

3.2. Theoretical Framework and Hypothesis Development

Institutional theory emphasizes the role of social and cultural pressures imposed by institutions

that influence organizational practices and structures to ensure the survival of these organizations
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(Meyer & Rowan, 1977). Considering that the concept of institution is central to institutional
theory, it is essential to define it. According to Scott (2001, p. 56), “institutions comprise
regulative, normative, and cultural-cognitive elements that, together with associated activities and
resources, provide stability and meaning to social life”. These institutions could include
governments, regulators, professional associations, parent companies, and competitors that
influence organizations to adopt certain practices. [somorphism is a concept within institutional
theory that explains the factors that lead organizations to resemble one another within the same
industry (DiMaggio & Powell, 1983).

DiMaggio and Powell (1983) developed three institutional isomorphic mechanisms, namely
coercive, mimetic and normative isomorphism, that strongly influence the way organizations
within a common organizational field operate. Other scholars have built on this theoretical
framework and further argued that firms behave in socially responsible ways due to institutional
forces that can be categorized into these three isomorphic pressures (Campbell, 2007). The
remainder of this section discusses the three isomorphic pressures in detail and develops the study's

hypotheses.

3.2.1 Coercive Isomorphism

Coercive isomorphism concerns organizations’ responses to both formal and informal pressures
from the institutions they depend on, as well as the cultural expectations in the societies where
they operate (Carungu et al., 2021; DiMaggio & Powell, 1983). Sources of coercive pressure
include social pressure, government regulations, and the legal environment (DiMaggio & Powell,
1983). Bhuiyan et al. (2023) argue that the sources of coercive pressure on corporate sustainability
practices differ between developed and developing countries, with the latter including home-

country regulations and multilateral organizations such as the United Nations and the World Bank.
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Several studies have examined the influence of coercive pressure on firms' sustainability practices,
yielding mixed results (Amoako et al., 2021; Bose et al., 2021; Dong et al., 2023; Martinez-Ferrero
& Garcia-Sanchez, 2017; Sethi et al., 2017). Sethi et al. (2017) conducted a cross-sectional study
of factors influencing the quality of sustainability reports among global banks, using country-level
proxies for institutional factors, and found that banks operating in countries with sustainability
regulations produced higher-quality reports. In contrast, Dong et al. (2023) concluded that the
introduction of the Green Credit Policy in China did not improve reporting practices within the
financial sector.

In SSA, some central banks, such as the Central Bank of Nigeria (CBN) and the Bank of Ghana,
have established sustainable banking regulations that apply to all banks under their supervision.
However, this study will focus on Nigeria. The CBN established the Nigerian Sustainable Banking
Principles (NSBPs) in 2012 (Central Bank of Nigeria, 2012), which cover nine key areas, including
environmental and social risk management, human rights, women's economic empowerment,
financial inclusion, and reporting, among others. Drawing on the theoretical arguments by
DiMaggio and Powell (1983) and Campbell (2007) that organizations respond to regulatory
pressure, we advance the following hypothesis:

HI: Banks operating in a coercive isomorphic environment that fosters sustainable

banking have a higher sustainable banking performance than banks that do not.

3.2.2 Normative Isomorphism

Normative isomorphism is associated with professionalization (DiMaggio & Powell, 1983) and
highlights the role of self-regulation in guiding organizations to conform to the values, rules,
norms, guidelines, and standards of their professional bodies and trade associations, which

supports the adoption of sustainability practices (Asiri et al., 2020; Bhuiyan et al., 2023). The main
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distinguishing feature between normative and coercive isomorphism is the absence of force or
imposition in the former, among organizations influenced by such pressures. The global banking
industry is largely influenced by normative pressures, as it is one of the industries with the highest
number of voluntary codes of conduct, including the UNEP FI Principles for Responsible Banking,
Equator Principles, and Global Alliance for Banking on Values (Weber et al., 2016).

Some studies have examined the influence of normative pressures on sustainability
performance across industries and countries, finding it a key determinant in some instances and
insignificant in others (Amran & Haniffa, 2011; Dong et al., 2023; Garcia-Sanchez et al., 2016;
Huynh et al., 2024; Pereira et al., 2023; Shubham et al., 2018). A quantitative study on the impact
of institutional pressure on the adoption of sustainable manufacturing practices in India found that
normative pressure in the form of self-regulation was the greatest influence (Shubham et al., 2018).
Conversely, a mixed-methods study on the factors influencing the development of sustainability
reporting among listed firms in Malaysia concluded that normative pressure in the form of
membership in industry associations did not significantly affect the adoption of sustainability
reporting practices (Amran & Haniffa, 2011).

In SSA, a few national banking associations, such as the Kenya Banking Association (KBA)
and the Banking Association of South Africa (BASA), have also developed sustainable banking
guidelines applicable to their members. This study focuses on BASA’s Principles for Managing
Environmental and Social Risks, established in 2015 and endorsed by all its members (The
Banking Association of South Africa, 2015). The principles aim to promote sustainable banking
practices, with key commitments to incorporate sustainability into products and services, lending

and investment practices, operations, and procurement practices. Given that all banks are members
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of this association, this study assumes that these guidelines would drive sustainable banking
behaviour and thus hypothesizes that:
H2: Banks operating in a normative isomorphic environment that fosters sustainable

banking have a higher sustainable banking performance than banks that do not.

3.2.3. Mimetic Isomorphism

Mimetic isomorphism refers to how organizations copy the behaviour and activities of peer
organizations, especially in the face of uncertainty, to secure legitimacy (DiMaggio & Powell,
1983). These organizations include independent firms that are considered role models, leaders, or
successful in the same or different industries, and may be unaware that they are being copied
(Amor-Esteban et al., 2018; DiMaggio & Powell, 1983; Shubham et al., 2018; Welbeck, 2017).
Multinationals operating in host countries without regulations or clear guidelines may view their
parent companies as role models whose practices are imitated, making those parent companies
sources of mimetic pressure (Amran & Haniffa, 2011; Welbeck, 2017). On the other hand, local
banks may also emulate the behaviour of foreign banks in the absence of regulations governing
sustainability. As discussed above, several studies have examined the role of mimetic pressures in
driving firms’ sustainability practices (Amoako et al., 2021; Bhuiyan et al., 2023; Forcadell &
Aracil, 2017; Iliya Nyahas et al., 2017; Peng et al., 2023; Welbeck, 2017). Forcadell and Aracil
(2017) found that mimetic pressure from parent companies was a key driver of CSR practices
among multinational banks in Latin America.

Considering that the banking industry in Africa has a large presence of foreign banks which are
categorized into two namely regional foreign banks or Pan-African Banks (PABs) and
international banks (Léon & Zins, 2020; Zins & Weill, 2018), the study would apply this mimetic

isomorphic framework to examine the impact of mimetic pressure on the sustainable banking
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performance of banks in sub-Saharan Africa. Specifically, this study uses Uganda, one of the
countries in SSA with a strong foreign bank presence (International Trade Administration, 2023),
with no known central bank regulations or industry-led guidelines on sustainability as a proxy for
mimetic pressure and hypothesizes that:

H3: Banks operating in a mimetic isomorphic environment that fosters sustainable
banking have a higher sustainable banking performance than banks that do not.

The presence of these three isomorphic pressures in SSA countries makes this theoretical
framework relevant for the study. This is because of the existence of sustainable banking
regulations by central banks, sustainable banking guidelines by banking associations, and the large
presence of foreign banks, defined as both Pan-African banks and banks originating outside Africa,
within the banking industry. An extensive review of empirical studies, as evidenced above, reveals
a dearth of studies that employ all three isomorphic pressures in the banking sector, which provides

further justification for their inclusion in this study. Figure 6 illustrates the theoretical framework.
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Figure 6: Institutional Theoretical Framework
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3.3. Materials and Methods

The target population for the study comprised all commercial banks operating in six SSA
countries in 2022: Nigeria, Zambia, South Africa, Tanzania, Uganda and Ethiopia. These countries
were selected to provide treatment-control groups for coercive, normative and mimetic isomorphic
pressures and to reflect SSA’s heterogeneity. Consistent with prior studies, only banks with
publicly disclosed sustainability information, either in stand-alone sustainability reports,
integrated reports or annual reports with embedded sustainability information, were included in
the study (Carungu et al., 2021; Gungadeen et al., 2021). Banks without such disclosures and

subsidiary banks without stand-alone reports were excluded. As shown in Table 7, the final sample
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comprised 74 banks, representing 49% of the banking population. The sample period for
sustainable banking performance was 2022, as it was the most recent year for which data were
available for the sampled banks.

Table 7: Composition of the Banks by Country

Country Population Sample Representation (%)
Nigeria 26 15 58
Zambia 17 8 47
South Africa 18 11 61
Tanzania 34 13 38
Uganda 25 12 48
Ethiopia 30 15 50
Total 150 74 49

Note: Population and sample refer to count, and representation refers to sample as a percentage
of population

3.3.1. Measurement of Sustainable Banking Performance

Studies on the sustainability performance of organizations have used a range of measurements
over time. These include the use of third-party rating agencies or global frameworks (Batae et al.,
2020; Botchwey et al., 2022; Galletta et al., 2023), country-level sustainable banking framework
(Bose et al., 2021; Weber & Oni, 2015) and self-developed frameworks from previous studies and
existing frameworks (Magbool & Zameer, 2018; Moufty et al., 2024). This study followed the
latter measurement approach described above and developed a sustainable banking framework
based on indicators used in previous studies in other countries (Kumar & Prakash, 2019; Scholtens,
2009; Weber, 2017; Weber & Chowdury, 2020), with modifications to reflect the SSA context.

These indicators were adopted because they align with the study’s definition of sustainable
banking and have been applied in emerging economies, ensuring their relevance and

appropriateness. As presented in Appendix Table Al, the sustainable banking framework
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comprises six broad dimensions with forty-four (44) indicators: (i) sustainable banking products
and services (15); (ii) environmental management (7); (iii) social development (5); (iv) internal
socio-ethical conduct (4); (v) sustainability code of conduct and reporting (10); and (vi)
sustainability governance (3).

Content analysis was used to evaluate sustainable banking performance, following prior studies
(Boachie, 2020; Dong et al., 2021; Doni et al., 2020). Sustainable banking performance was based
on sustainable banking information disclosed in these reports, consistent with previous scholars
who posit that disclosures can serve as a proxy for measuring sustainability practices (Ameer &
Othman, 2012; Hussain et al., 2018; Kiihn et al., 2018; Peng et al., 2023). A multigrade scoring
system was employed, as in other studies (Adu, 2022; Sethi et al., 2017; Thistlethwaite & Wood,
2018), to provide a comprehensive assessment and comparison of banks’ performance. Indicators
related to policies, statements, and management practices were scored between 0 and 1, while
those related to products, services, and processes were scored between 0 and 4. Each indicator was
scored as 0 (absence of the indicator), 1 (mention of the indicator), 2 (qualitative description of the
indicator), 3 (quantitative description of the indicator), or 4 (mention of a target or benchmark for
that indicator). The final step was to sum the individual scores and normalize by dividing by the
total score to obtain the sustainable banking performance (SBP) score for each bank, which ranges
between 0 and 1. In addition, each bank’s score within the six categories was normalized by
dividing the raw score by that category’s maximum points. The normalized scores, also ranging
from 0 to 1, were used in the analysis.

To assess the internal consistency of the sustainable banking indicators, consistent with similar
studies (Ameer & Othman, 2012), Cronbach’s alpha was used. All six categories achieved

Cronbach’s alpha values above 0.6 with assps = 0.89, aem=0.77, asp= 0.73, cusec = 0.62, a.sccrep
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= 0.85, and ascov = 0.74, respectively. To ensure reproducibility, a comprehensive spreadsheet
containing the respective scores, page numbers, and information cited in the report was used to

facilitate replication of the scoring method (Adu, 2022).

3.3.2. Measuring Institutional Pressures

This study adopted a country-level approach, using the focal institutional lever present in each
treatment country as a proxy for the corresponding isomorphic pressure, as in previous
comparative country studies (Carnevale & Mazzuca, 2014; Garcia-Sanchez et al., 2016; Jackson
& Apostolakou, 2010; Kolk & Perego, 2010; Martinez-Ferrero & Garcia-Sanchez, 2017; Sethi et
al., 2017). This approach allows cross-country comparisons of sustainable banking performance.
Coercive pressure is proxied by the Central Bank of Nigeria’s Sustainable Banking Principles
(NSBPs), which were in force and applicable to all banks in Nigeria in 2022. Normative pressure
is proxied by the BASA’s Principles for Managing Environmental and Social Risks, applicable to
all member banks in South Africa in 2022. Mimetic pressure is proxied by foreign bank dominance
in the Uganda banking system in 2022. For each of these three institutional pressures, the treatment
country is contrasted with a control group in which that focal institutional lever was absent in 2022.
Accordingly, Zambia was selected as the control country for the coercive isomorphic mechanism
(no central bank sustainable banking regulation in 2022). Tanzania was selected as the control
country for the normative isomorphic mechanism (no banking association sustainability guidelines
in 2022). Ethiopia was selected as the control country for the mimetic isomorphic mechanism (no
licensed foreign commercial banks operating in 2022). Countries were assigned to one focal
treatment solely based on the presence or absence of that institutional lever in 2022; we did not

make claims about the other two pressures in the treatment countries. These contrasts enabled us
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to compare performance and examine the association between institutional isomorphism and
sustainable banking performance among banks in SSA.

Dummy variables were used to convert the categorical data into numerical form. We created
three treatment-country dummy variables, coding banks as “1” in each treatment country where
the institutional lever was present in 2022 and “0” otherwise. Banks in the control countries were
coded as “0” on all three. Zeros on the other treatment indicators (the non-focal indicator) indicate
“not assigned to that treatment country” and do not signify the absence of that pressure.

In line with previous studies, this study used two control variables, bank size measured by total
assets and bank type, to mitigate potential confounding effects, as these factors have been shown
to influence sustainability performance (Bose et al., 2021; Kili¢, 2016; Kiihn et al., 2018;
Nugrahani et al., 2025; Sethi et al., 2017). Bose (2017) found that bank size significantly affected
the sustainability performance of banks in Bangladesh, in addition to coercive pressures, while
Kiihn et al. (2018) found that both size and ownership, in this case foreign ownership, had a
stronger influence on the quality of sustainability reporting in SSA than institutional factors. Bank
types, namely international, local, and Pan-African Banks (PABs), were converted into dummy
variables and used in the analysis. For this study, PABs are banks originating from Africa with
subsidiaries operating in other African countries; international banks are banks originating outside

of Africa, and local banks are banks operating only in their country of origin.

3.3.3. Data analysis

The statistical analysis was conducted in two phases. First, descriptive statistics and a boxplot
were used to describe the sample and visually compare performance between the treatment and
control group countries. We also ran unadjusted Mann-Whitney tests for each treatment-control

country pair (two-tailed, exact p) as a distributional check. Second, we conducted multivariate
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analysis using an ordinary least squares (OLS) regression model to test our hypotheses. The OLS
analysis was performed at both the composite and category levels, where we examined the
associations of the three pressures with overall sustainable banking performance and with each of
the six categories, and identified which pressure had the strongest association. We computed
variance inflation factors (VIFs) for all regressors, with a threshold of 5. We also conducted
heteroskedasticity diagnostics on the OLS residuals using the Breusch-Pagan test. The regression
model used to test the hypotheses is presented below:
SBP = Sy + B1COERy; + f;NORM,; + 3 MIM;; + BoPAB,; + [5LOCs; + [¢SIZEg; + error;

Where:

SBP = Sustainable banking performance score

COER= Coercive pressure

NORM= Normative pressure

MIM=Mimetic pressure

PAB = Pan African banks

LOC-Local banks

SIZE- Bank size measured by total assets

In subsequent analysis, we replaced the overall SBP score with the respective scores of the

categories SBPS, EM, SD, ISEC, SCCREP and SGOV as dependent variables.

3.4. Results

3.4.1. Descriptive Analysis

Table 8 presents the descriptive statistics of the variables. The final sample comprised 74 banks,
of which 54% are local banks (mainly because all banks in Ethiopia are local), 38% are PABs, and

the remaining 8% are international banks.
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Table 8: Descriptive Statistics of Variables

Country N  Statistic SBP SBPS ENVM SD ISEC SCCREP SGOV TASSETS

Nigeria 15 Mean 047 0.31 0.61 0.71 0.98 0.55 0.69 15.8
Std. 0.12 0.11 0.18 023 0.06 0.23 0.29 0.91
Dev.

Zambia 8 Mean 023 0.17 0.23 041 0.75 0.13 0.33 13.19
Std. 0.13 0.11 0.21 0.21 0.19 0.07 04 1.09
Dev.

Uganda 12 Mean 026 0.18 0.29 048 0.67 0.19 0.36 13.15
Std. 0.14 0.1 0.22 024 0.19 0.17 0.26 0.97
Dev.

Ethiopia 15 Mean 0.1 0.09 0 0.2 0.32 0.08 0 13.45
Std. 0.03 0.05 0.02 0.08 0.15 0 0 1.27
Dev.

South Africa 11 Mean 047 0.33 0.62 0.58 0.98 0.59 0.79 15.83
18)‘[;1\.7 0.25 0.26 0.32 0.25 0.08 0.31 0.22 2.34

Tanzania 13 Mean 022 0.15 0.24 038 0.75 0.17 0.15 12.62
Std. 0.13 0.11 0.21 0.19 0.25 0.07 0.32 1.63
Dev.

Local 40 Mean 024 0.17 0.25 042 0.64 0.21 03 13.63
Std. 0.15 0.1 0.25 0.25 0.3 0.19 0.37 1.48
Dev.

International 6 Mean 024 0.15 0.33 033 0.88 0.21 0.44 13.68
Std. 0.12 0.11 0.21 026 0.14 0.08 0.34 0.68
Dev.

PABs 28  Mean 0.37 0.26 0.44 0.55 0.82 0.42 0.48 14.75
%tg\‘/ 024 0.21 0.36 0.27 0.25 0.34 0.41 242

All banks 74  Mean 0.29 0.2 0.33 046 0.73 0.29 0.38 14.06
Std. 0.2 0.16 0.3 026 0.29 0.27 0.39 1.92
Dev.

The mean SBP score across all banks is 0.29. At the disaggregate level, the highest-performing

category is ISEC (0.73), while the lowest is SBPS (0.20). On average, the SBP score is equal in

coercive and normative country settings (0.47) and lower in the mimetic country setting (0.26). A

comparison of institutional pressures shows that although banks operating under coercive pressure

(Nigeria) and those in a normative environment (South Africa) have the same SBP score (0.47),

the standard deviations indicate that banks in Nigeria are more tightly clustered around the mean

(0.12) than those in South Africa, which show greater variability (0.25) in performance. Finally,
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across the three bank types, PABs have the highest SBP score (0.37), followed by local and
international banks, which are tied.

To address the first research question, which examines the relationship between each of the
three isomorphic pressures and banking performance, a boxplot, as shown in Figure 7, was used
to visualize the distribution of sustainable banking performance between each treatment group and

its respective control group.

Sustainable Banking Performance of SSA banks by Institutional
Pressures

. 1,

Coercive Control Mimetic Control Normative Control
Coercive Mimetic Normative

0.9
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0.4

0.

w

0.2

Sustainable Banking Performance

0.1

Institutional Pressures

Figure 7: Boxplot Showing the Sustainable Banking Performance of Banks by the
Respective Institutional Pressures

Source: Authors

In the coercive contrast (Nigeria vs Zambia), banks in Nigeria have a higher median and a
narrower range of scores, indicating higher and more consistent performance, despite a few
outliers, compared with banks in Zambia. The results for the mimetic contrast (Uganda vs

Ethiopia) show that banks in Uganda have a higher median score but greater dispersion, compared
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with banks in Ethiopia, which have a narrower dispersion and a lower median score. In the
normative contrast (South Africa vs Tanzania), banks in the treatment country again show a higher
median with a broader spread, compared with banks in the control country, suggesting
heterogeneous uptake. These boxplots indicate that treatment countries tend to have higher means
than their matched control countries, whereas the degree of dispersion varies by mechanism. The
coercive mechanism is tightly clustered, the mimetic is intermediate, and the normative has the
widest dispersion.

Consistent with the boxplot patterns, the results from the non-parametric Mann-Whitney tests
show that sustainable banking performance is significantly higher in the treatment country for
coercive (Nigeria > Zambia: U=8.5, exact p < 0.001), normative (South Africa > Tanzania:
U=27.0, exact p=0.009) and mimetic (Uganda > Ethiopia: U=20.0, exact p<0.001) thereby

supporting HI-H3.

3.4.1. Regression Analyses

To address RQI-RQ2, we estimated OLS regressions to test HI-H3 by examining the
associations of the three institutional pressures with (i) the overall SBP score and (ii) each of the
six categories, consistent with similar studies (Bhuiyan et al., 2023; Jackson & Apostolakou, 2010;
Moufty et al., 2024; Sethi et al., 2017). We used the standardized coefficients from the same
regression models to determine which pressure has the strongest association with sustainable
banking performance, consistent with Martinez-Ferrero and Garcia-Sanchez (2017).

We conducted the Breusch-Pagan (BP) test for each of the seven regression models to assess
heteroskedasticity. For each model, the squared residuals were regressed on the predicted values,
and the test statistic was computed as the product of the R* from the auxiliary regression and the

sample size (n = 74). The resulting BP test statistics were compared with the chi-square critical
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value of 12.592 (df =6, a = 0.05). As shown in Table 9, none of the models produced a test statistic
exceeding the critical threshold, indicating that heteroskedasticity is absent. The VIFs for all

regressors ranged from 1.175 to 3.852, well within the acceptable threshold for the study.

Table 9: Results of Heteroskedasticity Tests

R’ . Breusch- Pagan Chi Square
Regression model (Dependent Aux111gry Test Statistic ( Critical value Heteroskedasticity
Variable) regression  R2x 74) (df=6) Present
I?evri«filrlniﬁs;amable Banking 0.005 0.37 12.592 No
Sustz.unable Banking Products and 0.038 781 12.592 No
Services
Environmental Management 0.032 2.37 12.592 No
Social Development 0.003 0.22 12.592 No
Internal Socio-ethical Conduct 0.139 10.29 12.592 No
Sustalqablllty Code of Conduct and 0.149 11.03 12.592 No
Reporting
Sustainability Governance 0.001 0.07 12.592 No

In the first model, the dependent variable was the SBP score, and the independent variables
were each of the three pressures, with controls for bank type and bank size, and the control
countries served as the baseline for comparison. The results are presented in Table 10.

Table 10: Results of the Multiple Regression Analysis using Sustainable Banking

Performance as the Dependent Variable and Institutional Pressures as the Independent
Variables

Unstandardized Standardized Adjusted .
Independent Variable Coefficient Coefficient 7 value R2 Sig VIF
Sustainable Banking Performance 0.699 <.001
Coercive Pressure 0.122 (0.042)  0.251 <.005%** 1.775
Normative Pressure 0.128 (0.046) 0.233 <. 007*** 1.707
Mimetic Pressure 0.090 (0.037) 0.17 0.017** 1.175
Total Assets 0.063(0.009) 0.614 <.0071%** 2.025
Bank Type
Local 0.049 (0.049)  0.126 0.321 3.846
PABs 0.084 (0.051) 0.207 0.105 3.852
Constant -0.715(0.126) <.001%**
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Note: Standard errors are reported in parentheses. ***, ** and * indicate statistical significance at
the 1%, 5% and 10% levels, respectively.

As illustrated in Table 10, the adjusted R-squared value (0.669) for model 1 demonstrates a
strong explanatory power of the independent variables on the dependent variable. The results
further reveal that after controlling for bank type and bank size, sampled banks operating in a
coercive treatment country (Nigeria), normative treatment country (South Africa) and mimetic
treatment country (Uganda), with a dominant non-local bank presence have a positive and
significant association with sustainable banking performance as compared to their respective
control countries The results also show that only the control variable, bank size, has a significant
association with sustainable banking performance. The standardized coefficients further indicate
that coercive pressure (0.251) has the strongest association with sustainable banking performance.
On the other hand, mimetic pressure has the smallest association (0.17) with sustainable banking
performance, consistent with the descriptive statistics. The results of this model strongly support
H1, H2 and H3.

In the second regression analysis, we replaced the SBP score with the score for each of the six
categories. We conducted similar regressions using the same set of independent and control
variables. Table 11 shows the results of the six models.

Table 11: Results of the Multiple Regression Analysis using Categories of Sustainable

Banking Performance as the Dependent Variable and Institutional Pressures as the
Independent Variables

Unstandardized Standardized Adjusted .
Independent Variable Coefficient Coefficient P value R? Sig VI
ggrs\t/eil(i:r:;ble Banking Products & 0.614 <001
Coercive Pressure 0.005 (0.037)  0.012 0.903 1.775
Normative Pressure 0.028 (0.041) 0.065 0.495 1.707
Mimetic Pressure 0.056 (0.033) 0.132 0.098 1.175
Total Assets 0.063(0.008) 0.772 <.001*** 2.025
Bank Type
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Local

PABs

Constant
Environmental Management
Coercive Pressure
Normative Pressure
Mimetic Pressure
Total Assets

Bank Type

Local

PABs

Constant

Social Development
Coercive Pressure
Normative Pressure
Mimetic Pressure
Total Assets

Bank Type

Local

PABs

Constant

Internal Socio-ethical Conduct
Coercive Pressure
Normative Pressure
Mimetic Pressure
Total Assets

Bank Type

Local

PABs

Constant

Sustainability Code of Conduct &

Reporting

Coercive Pressure
Normative Pressure
Mimetic Pressure
Total Assets

Bank Type

Local

PABs

Constant
Sustainability Governance
Coercive Pressure

0.043 (0.044)

0.055 (0.046)
-0.939 (0.211)

0.247(0.070)
0.254 (0.077)
0.138 (0.062)
0.080 (0.016)

0.006 (0.083)

0.065 (0.085)
-0.939 (0.211)

0.212 (0.070)
0.096 (0.077)
0.179 (0.062)
0.070 (0.016)

0.144 (0.083)

0.163 (0.085)
-0.744 (0.211)

0.341 (0.084)
0.319 (0.093)
0.065 (0.075)
0.019(0.019)

-0.145 (0.100)
-0.043 (0.103)
0.436 (0.103)

0.269 (0.052)

0.321 (0.058)
0.070 (0.046)

0.056 (0.012)

0.096 (0.062)

0.196 (0.063)
-0.730 (0.157)

0.455 (0.107)
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0.139
0.172

0.328

0.299
0.168

0.506

0.01
0.104

0.328

0.131
0.253

0.507

0.275
0.304

0.478

0.396
0.083

0.123

-0.252
-0.072

0.404

0.425
0.096

0.394

0.178
0.354

0.475

0.335
0.233
<.001***

<.0071%#**
0.002%**
0.029**

<.001***

0.939

0.45
<.001***

0.003%**
0.219

0.005%**
<.001***

0.087

0.059
<.0071%#**

<.0071%#**
<.001***
0.389
0.331

0.151

0.68
0.328

<.001%**
<.00]%***
0.134

<.001%**

0.124
0.003%**
<.001%**

<.0071%#**

0.648

0.526

0.429

0.751

0.489

<.001

<.001

<.001

<.001

<.001

3.846
3.852

1.775
1.707
1.175
2.025

3.846
3.852

1.775
1.707
1.175
2.025

3.846
3.852

1.775
1.707
1.175
2.025

3.846
3.852

1.775
1.707
1.175
2.025

3.846
3.852

1.775



Normative Pressure 0.558 (0.118) 0.516 <.00] *%** 1.707

Mimetic Pressure 0.229 (0.095)  0.219 0.018%** 1.175
Total Assets 0.036 (0.024)  0.179 0.137 2.025
Bank Type

Local 0.032 (0.127)  0.041 0.804 3.846
PABs 0.077 (0.130)  0.097 0.556 3.852
Constant -0.440 (0.305) 0.154

Note: Standard errors are reported in parentheses. ***, ** and * indicate statistical significance at
the 1%, 5% and 10% levels, respectively.

Overall, the results reveal differences in the performance of the independent variables across
the categories. The results show that only mimetic pressure has a marginally significant association
(p-value < 0.1) with banks’ performance in the sustainable banking products and services (SBPS)
category, and it is the strongest association for that category. For the environmental management
(EM) category, all three pressures are positively and significantly associated, with coercive
pressure (0.328) being the strongest. The results for the social development (SD) category indicate
that only coercive and mimetic pressures are significantly associated, with coercive pressure
(0.328) exhibiting the strongest association. For the internal socio-ethical conduct (ISEC) and
sustainability code of conduct and reporting (SCCREP) categories, all pressures except mimetic
pressure are positively and significantly associated. The results for the final category, sustainability
governance (SGOV), reveal that all three pressures have a significant and positive association with
the normative isomorphic mechanism (0.516), which is the strongest.

Total assets showed a significant association across the categories, except for internal socio-
ethical conduct and sustainability governance. By contrast, bank type was statistically significant
only for the social development and sustainability code of conduct and reporting categories. These

disaggregated performance results provide strong partial support for HI, H2 and H3.
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3.4.2. Robustness Checks

To conduct robustness checks, the regression analysis was repeated, replacing total assets with
net profit after tax (NPAT) as one of the control variables. The results, as illustrated in Table 12,
show that all three isomorphic mechanisms are positively and significantly associated with
sustainable banking performance relative to their control groups, while coercive pressure has the
strongest association among the three pressures. These results align with the main regression

model, thereby reinforcing the robustness of the findings.

Table 12: Results of the Multiple Regression Analysis (Robustness Test) using NPAT as the
Financial Performance Control Variable

Unstan@ardized Standardized p value Adjusted Sig VIF
Independent Variable Coefficient Coefficient R?
Sustainable Banking Performance 0.656 <.001
Coercive Pressure 0.200(0.040) 0.412 <.00] % 1.395
Normative Pressure 0.214 (0.048) 0.377 <,00] *** 1.451
Mimetic Pressure 0.097 (0.041)  0.183 0.021%* 1.198
NPAT 0.042 (0.008) 0.446 <.0071*** 1.435
Bank Type
Local 0.071 (0.054)  0.178 0.195 3.682
PABs 0.122 (0.055)  0.297 0.105 3.556
Constant -0.299 (0.087) <.001%***

Note: Standard errors are reported in parentheses. ***, ** and * indicate statistical significance at
the 1%, 5% and 10% levels, respectively.

In conclusion, the consistency across the descriptive statistics, box plot, non-parametric tests,
composite and disaggregate multivariate regression results, and robustness checks indicates that
institutional isomorphic mechanisms play a significant role in promoting sustainable banking in
SSA. Coercive pressure appears to have the most pronounced impact, followed closely by
normative and mimetic pressures. The control countries, which lacked these institutional levers as

of 2022, generally exhibit lower sustainable banking performance, further underscoring the role of
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institutional isomorphism in driving sustainable banking in SSA. Notably, bank size is

significantly associated with sustainable banking performance in SSA.

3.5. Discussion

The results from our analyses indicate that all three institutional isomorphic pressures are
significantly and positively associated with sustainability performance among the sampled banks
in SSA. The coercive isomorphic mechanism exhibits the largest standardized association, whereas
the mimetic mechanism exhibits the lowest. We interpret these findings as associations rather than
causal effects, given the cross-sectional study design. The remainder of this section interprets the
results, relating them to the theoretical framework and comparing them with evidence from prior
literature.

Prior SSA studies in the region that tested all three isomorphic mechanisms in one model and
focused on listed firms across sectors (Amoako et al., 2021; Iredele et al., 2020; Welbeck, 2017)
typically found that only one or at most two of the pressures were significantly related to
sustainability performance. In contrast, our study, which focuses on the banking sector across six
countries, finds that all three pressures are positively and significantly associated with
sustainability performance among the sampled banks. These findings offer fresh insights for the
region and highlight the significance of institutional pressures in driving sustainable banking
behaviour in SSA. These differences could be attributed to the study’s focus on a single, highly
regulated industry and the use of a sustainable banking framework to evaluate sustainability
performance. Our findings, however, converge with evidence from non-SSA settings across both
the banking sector and other multi-sectors, whether in studies that have focused on multiple
countries (Martinez-Ferrero & Garcia-Sanchez, 2017; Oliveira et al., 2019) or single-country

studies (Alshbili & Elamer, 2020; Amran & Haniffa, 2011; Bose et al., 2018). For instance, Bose
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et al. (2018) found that green banking regulations, imitation of disclosure practices, and treating
disclosure as a routine process influenced green banking disclosure by banks in Bangladesh.
Whereas Martinez-Ferrero and Garcia-Sanchez (2017) explicitly rank the three isomorphic
mechanisms in a global study on listed firms in developed economies, using voluntary assurance
of sustainability reports as the outcome and finding normative as the strongest pressure, our study
finds coercive to be the strongest, a difference that is plausible given differences in context,
outcome, and industry.

Among the sampled banks, the positive and significant relationship between banks operating
under the coercive isomorphic mechanism and sustainable banking performance underscores the
critical role of regulatory interventions in promoting the integration of sustainability in an already
compliance-oriented sector such as banking (DiMaggio & Powell, 1983). Its ranking as the most
salient among the three pressures is unsurprising, given that banks often conform to regulatory
requirements as a strategy for legitimization (Frynas & Yamahaki, 2016). Similarly, the tight
clustering of performance among these banks is consistent with standardization often associated
with long-standing regulations (e.g., NSBPs in place since 2012). These results align with previous
cross-country studies (Moufty et al., 2024; Sethi et al., 2017), which show that sustainability
regulations influence the quality of banks' sustainability reporting. However, our findings
contradict other studies in which coercive pressure in the form of mandatory non-financial
reporting and regulatory pressure did not improve the quality and content of reports (Carungu et
al., 2021) or environmental accountability in environmentally sensitive firms in Ghana (Amoako
et al., 2021). In the control country, there were no central bank sustainability regulations in 2022,
and its relatively lower performance could be attributed to that. The disaggregate results suggest

that regulations are more impactful on the process, policies, and governance components of
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sustainable banking, with no significant association for the SBPS category in SSA. Using Nigeria’s
sustainability regulations as an illustration, the environmental management, social development,
internal socio-ethical conduct, sustainability governance, sustainability code of conduct, and
reporting categories in our sustainable banking framework for this study align with seven of the
nine principles in the NSBPs, while sustainable financing was not comprehensively addressed
(Central Bank of Nigeria, 2012). The disaggregate results also corroborate the findings of Bhuiyan
et al. (2023), who found that coercive pressure strongly influenced the environmental dimension
of CSR for companies in Bangladesh but are inconsistent with a cross-country study among non-
financial companies where coercive pressure influenced only the social dimension of sustainability
(Peng et al., 2023).

Furthermore, the relatively low score for the SBPS category across all sampled banks, coupled
with the low significance of each isomorphic mechanism for that category, indicate that the
banking sector in SSA is still at the nascent stage of sustainability integration with respect to
products and services. It may not be influenced by institutional pressures but rather by other factors
such as capabilities, financial strength and bank risk appetite.

The normative isomorphic pressure is positively and significantly associated with overall
sustainable banking performance among the sampled banks, although it shows the greatest
dispersion among the three pressures. This pattern aligns with the notion that self-regulation by
banking associations promotes sustainable banking adoption (DiMaggio & Powell, 1983) but may
lead to heterogeneous uptake, regardless of the duration of existence, given the voluntary nature
of such interventions. This is illustrated by BASA’s guidelines, which have been operational since
2015. Its rank as the second most salient pressure, outperforming mimetic overall, suggests that

the banking sector in SSA is more responsive to formalized processes than when such interventions
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are absent. By contrast, the comparatively lower performance of the control country, Tanzania,
could be linked to the absence of sustainability guidelines by the Tanzania Banking Association
in 2022. The results at the aggregate level converge with previous studies, especially in China,
where banks attributed their adoption of sustainability reporting practices to the influence of the
China Banking Association (Zhao & Patten, 2016), and where Dong et al. (2023) concluded that
adherence to industry association guidelines resulted in high-quality sustainability reports. By
contrast, our findings diverge from other studies in Malaysia, where there was no significant
relationship between firms’ involvement with their industry associations and the adoption of
sustainability practices (Amran & Haniffa, 2011), and from Iredele et al. (2020)’s comparative
study between Nigeria and South Africa, where normative pressures did not influence firms’
uptake of environmental management accounting practices.

Given that normative mechanisms often shape conduct, policies, and governance, it is
unsurprising that they showed the strongest association with the sustainability governance,
sustainability code of conduct, and reporting categories, while being nonsignificant for the social
dimension and SBPS categories. For example, in South Africa, BASA’s formal endorsement of
the UNEP FI Principles for Responsible Banking in 2019, along with the need to demonstrate
commitment by adhering to these Principles, which include reporting and governance, could
plausibly explain this performance. At the disaggregate level, our findings align with Bhuiyan et
al. (2023), who concluded that normative pressures influenced Bangladeshi firms” CSR practices
related to accountability to external stakeholders, but do not fully align with the results of Peng et
al. (2023), who found that normative pressures significantly influenced both the social and

environmental performance of all sampled countries.
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Although both coercive and normative mechanisms have existed for comparable periods (2012
vs 2015) and have similar sustainable banking performance scores, their distribution patterns
differ, with tighter clustering among banks in the former, suggesting that the enforceability of these
mechanisms may be more relevant than the longevity of these interventions.

Lastly, among the sampled banks, the mimetic isomorphic mechanism is positively associated
with sustainable banking performance, even though it shows the lowest association among the
three mechanisms. This finding aligns with prior studies (Martinez-Ferrero & Garcia-Sanchez,
2017). It demonstrates that mimetic pressure can encourage sustainable banking behaviour in the
face of uncertainty within the SSA banking sector (DiMaggio & Powell, 1983).

The wide dispersion of distribution suggests that such influence could be more heterogeneous,
stemming from its apparent informal nature. Using Uganda as an illustration, the large presence of
multinational banks could lead to the adoption of sustainability practices from their parent
companies, which local banks then imitate (DiMaggio & Powell, 1983). Alternatively, both local
and foreign banks may adopt sustainability practices as a strategy for gaining or maintaining a
competitive advantage in the market. In contrast, the relatively lower performance and clustered
distribution of banks in Ethiopia could be attributed to the absence of foreign commercial banks
in the country as of 2022. The findings at the aggregate level align with similar studies in which
the imitating behaviour of firms resulted in the adoption of environmental accounting practices
and led to uniformity in sustainability practices over time (Amoako et al., 2021; Bhuiyan et al.,
2023; Bose et al., 2018; Pedersen et al., 2013; Peng et al., 2023). Conversely, other studies have
found divergent results for mimetic pressure, where firms copying the behaviour of industry
leaders among Nigerian firms did not significantly influence improved voluntary disclosure (Iliya

Nyabhas et al., 2017).
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3.6. Conclusion

Limited studies on sustainable banking have examined the role of institutional pressures as
external determinants of sustainable banking performance, with many focusing on firm-level
factors and the financial outcomes of sustainable banking practices. This study aimed to address
this gap by applying institutional theory, specifically the three institutional isomorphic pressures,
to examine their relationship with sustainable banking performance and to determine which is most
salient within the banking sector in SSA.

The findings reveal that sustainable banking performance in SSA is significantly associated
with coercive, normative, and mimetic isomorphic pressures, with coercive as the leading
mechanism. These findings are consistent at the aggregate level, with slight variations at the
disaggregate levels of sustainable banking performance. Overall, our findings show that all three
institutional isomorphic pressures are relevant in a compliance-oriented sector like banking, where
coercive pressures largely lead to standardized performance, normative pressures promote
adoption with heterogeneous uptake, and mimetic pressures catalyze market-oriented
sustainability practices.

The study offers theoretical insights and discusses several managerial and policy implications.
From a theoretical perspective, it advances understanding of institutional isomorphism in the
sustainable banking literature, particularly in the SSA context, an emerging field, by showing that
coercive, mimetic, and normative pressures are positively and significantly associated with
sustainable banking performance. Additionally, the study contributes to institutional theory by
showing that these three isomorphic pressures differ in their associations with sustainable banking
performance, with coercive pressure having the strongest association in SSA. Moreover, the

research provides evidence that external pressures, which are fundamental to this theory and
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measured using country-level proxies, influence the sustainable behaviour of banks in SSA, even
after controlling for bank size and bank type. This influence is demonstrated through various
mechanisms: coercive isomorphic pressures drive standardized behaviour, normative pressures
encourage adoption in a non-uniform manner, and mimetic pressures foster market-oriented
sustainability dimensions in SSA.

The study addresses the paucity of research examining sustainability practices in a comparative
cross-country context (Jackson & Apostolakou, 2010; Moufty et al., 2024), a focus that is even
rarer in SSA, despite the region’s heterogeneity, making such comparative designs particularly
insightful. The results reveal meaningful cross-country differences in the sustainability
performance of the sampled banks, reinforcing the need and value of such comparative research
in this region. The study also contributes to the growing body of sustainability literature that
focuses on a single industry, particularly the banking sector, which is often viewed as having
relatively little direct impact on sustainable development (Gonenc & Scholtens, 2019; Moufty et
al., 2024). Finally, the study’s assessment of sustainable banking performance using both
aggregate and disaggregate analyses provides an in-depth understanding of the phenomenon under
study.

Regarding managerial implications, the study’s results can motivate bank managers to adopt
sustainable banking practices as a legitimization tool and a competitive advantage strategy,
especially in times of uncertainty. Concurrently, the growing uptake of sustainability regulations
by central banks in SSA, following increased membership in global sustainability networks such
as the Sustainable Banking and Finance Network (SBFN), suggests that sustainable banking could
become mandatory in most countries in the foreseeable future. Being prepared would ensure their

continued survival and relevance. Banking associations can go beyond instituting guidelines by
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providing enforceable mechanisms and capacity-building resources that promote adoption beyond
mere endorsement. This could ultimately lead to more standardized performance, contributing to
the much-needed integration of sustainability in the banking sector in SSA. These findings can
also serve as a strong proof of concept for countries like Tanzania, whose banking association has
recently launched its sustainable banking guidelines, and for other industry associations that plan
to follow suit.

For policymakers and regulators, the findings that enforceable and well-monitored regulatory
interventions yield consistent, higher sustainable performance should encourage such
developments in the future. These regulations could be more effective if developed in collaboration
with banking associations, national social and environmental agencies, and other relevant
stakeholders. This is particularly relevant for SSA, given the recent growth of central bank-led
sustainability guidelines, particularly concerning climate-related risks and environmental
management in countries such as Tanzania, Mauritius and Zambia.

Furthermore, the low performance on the SBPS category across all sampled banks demonstrates
the need for additional policy interventions and incentives to promote the integration of
sustainability into the rollout of banking products and services in the SSA banking sector.
Similarly, both existing and new central bank sustainability regulations could explicitly
incorporate sustainable financing and provide the necessary support to implement these
interventions.

Finally, given the significant role that the mimetic mechanism plays in promoting sustainable
behaviour, regulators, industry practitioners, and other stakeholders can collaborate to create
award schemes or recognition strategies that celebrate industry leaders, which could motivate

laggards to join the sustainability agenda, given the competitive nature of the banking sector.
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The study has a few limitations, as is common in most studies. First, the study’s relatively small
sample, resulting from the number of disclosing banks, may reduce the generalizability of the
results and must be interpreted with caution. Second, the study’s cross-sectional design may not
allow a strong demonstration of cause and effect, although this limitation was addressed by using
control groups and interpreting the findings as associations. Finally, relying solely on country-
level context as a proxy for institutional pressure may have excluded other important variables for
measuring the same construct.

Future studies could therefore address these gaps by expanding the sample to include additional
African countries, particularly Francophone ones, as regulations and industry guidelines continue
to evolve. Additionally, conducting longitudinal studies that measure outcomes before and after
interventions would be useful in establishing stronger causal relationships and assessing the
effectiveness of these institutional mechanisms. Finally, incorporating additional data collection
methods, such as questionnaires and interviews, may provide deeper insights into the external
determinants of sustainability performance in the banking sector in SSA.

MANUSCRIPT ENDS
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Chapter 4

Corporate Involvement in the Sustainable Development Goals: The Case of Banks in Sub-
Saharan Africa

Within the global push for sustainable development, the Sustainable Development Goals (SDGs)
Framework serves as an important blueprint for spurring the much-needed action across all
countries, regions, and sectors, as it aims to “leave no one behind”. The inclusion of the partnership
goal in the framework further highlights this inclusive approach to development and emphasizes
the role of non-state actors, including businesses and the banking sector. Despite the banking
sector’s relevance, particularly in financing the SDGs, which currently faces a colossal funding
gap in Sub-Saharan Africa (SSA), very few studies have examined its role in advancing the Goals.
While Chapter 2 evaluated sustainable banking performance, this chapter aims to explore the
extent to which banks are explicitly involved in advancing the SDGs and what motivates or
constrains their involvement.
Grounded in legitimacy and corporate sustainability theories, the study employed an explanatory
sequential mixed-methods design with a sample of 61 banks, a subset of the sample in Chapter 2.
The quantitative phase comprises 61 banks using content analysis, followed by a qualitative phase
with 14 interviewees.
The findings reveal a low depth of SDG involvement but a relatively higher breadth of engagement
and awareness. Banks prioritize SDGs 13 (Climate action), 8 (Decent work and economic growth),
5 (Gender equality), 4 (Education) and 3 (Good health and well-being) in descending order. These
SDGs align with their core business and enable them to contribute to addressing societal needs,
thereby aligning with corporate sustainability and legitimacy theories. The results reveal

challenges that impede progress, including resource constraints, limited awareness, and
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insufficient prioritization by senior management. The study contributes to the application of a
multi-theoretical lens and a mixed-methods approach to uncover deeper insights into corporate
sustainability practices in the context of developing economies. The study offers policy and
practical suggestions that can contribute to realizing the potential of the banking sector to advance

the SDGs in SSA.

This chapter was adapted from: Appiah, A., Cordonier Segger, M.C., ElAlfy, A., Wood, M., &
Weber, O. (2025): Corporate Involvement in the Sustainable Development Goals: The Case of
Banks in Sub-Saharan Africa. Sustainable Development. Early view.

https://doi.org/10.1002/sd.70385

MANUSCRIPT BEGINS

4.1. Introduction

The United Nations Sustainable Development Goals (SDGs) framework, comprising 17 goals
and 169 targets, is considered one of the landmark global governance mechanisms addressing
sustainability challenges due to its focus on people, planet, prosperity, good governance and
security (Stafford-Smith et al., 2017; United Nations, 2015).

The SDG framework is highly relevant to the African continent, aligning closely with the
aspirations of the African Union Agenda 2063, which sets out a blueprint for Africa’s future.
(African Union Commission, 2015). Although the SDG framework offers optimism, the most
recent Africa SDG report (The African Union et al., 2024) indicates that Sub-Saharan Africa (SSA)
is off track for most of the goals, just like the rest of the world. SDG financing is one of the critical

success factors required to get the region back on track, and the colossal financing gap, estimated
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at $1.3 trillion annually (UNECA, 2020), necessitates mobilization and participation from all
sectors, including banking, a significant and integral economic player.

Despite the importance of the SDG framework to developing economies like SSA and the
private sector’s role as emphasized in the partnership component of the framework, extant
literature emphasizes the limited scholarly attention to these contexts and calls for studies that
explore the motivations and approaches behind business involvement with the SDGs, particularly
using mixed methods research (Ike et al., 2019; Low et al., 2023; Mio et al., 2020).

This study aims to respond to these gaps by examining how banks in the SSA region contribute
to achieving the SDGs. The research questions guiding the study are:

1. To what extent are banks in SSA involved in the SDGs?

2. What SDGs are prioritized by banks in SSA?

3. What are the motivating factors for and barriers impeding the contribution of banks in SSA

to the SDGs?

This study focuses exclusively on banks that explicitly reference the SDGs in their
sustainability or annual reports. While banks can contribute to SDG-related outcomes through their
business operations and other activities, such contributions are not measured in this study unless
the bank explicitly links its activities to the SDGs in its reports.

To address the above research questions, the study employed an explanatory sequential mixed-
methods design, with the quantitative phase comprising 61 banks across six countries to examine
the extent to which the SDGs were prioritized. The qualitative phase, consisting of 14 interviews
across five countries, focused on the motivations and challenges. The study employed a theoretical

framework that combined legitimacy and corporate sustainability theories.
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The study’s results reveal a low depth of SDG involvement but a relatively higher level of
awareness and breadth of engagement. Banks prioritize SDGs 13 (climate action), 8(decent work
and economic growth), and 5 (gender equality), which have relevance for their core business and
SDGs 4 (quality education) and 3 (good health and well-being), which relate to societal needs,
thereby contributing to both corporate sustainability and legitimacy theories, respectively. Banks
are primarily motivated to address the SDGs to make a positive impact, as it is a suitable business
strategy that further aligns with legitimacy and corporate sustainability theories. They also select
SDGs primarily based on their relevance to the business, and the strategic approach used is
consistent with corporate sustainability theory. Finally, the study uncovers barriers, including
resource constraints, a lack of awareness, limited commitment from senior management and
misalignment of efforts, that impede banks’ ability to effectively contribute to achieving the SDGs.

The study contributes to the growing body of sustainable development literature by offering
novel empirical insights from an underrepresented region, using a robust scoring methodology and
a seldom-applied mixed-methods research design. It also provides policymakers and banking
practitioners with relevant insights on incentives and strategies that can be employed to harness
the full potential of the banking sector’s participation in SSA’s sustainability trajectory.

The remainder of the paper reviews existing literature and the theoretical framework, followed
by a discussion of the methodology. The study presents the findings and concludes with a

discussion that includes both academic and practical implications.

4.2. Literature Review

The inclusion of partnerships in implementing the SDGs, along with its focused attention as
one of the 17 goals, which are fully described in Table 13, has created a platform for nonstate

actors such as the banking sector to participate in the global sustainability agenda formally.
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Scholars have recommended actions and strategies that banks can adopt to address the SDGs,
including aligning existing sustainable banking and finance strategies with the SDGs and
developing innovative products and services that address them (Weber, 2018, 2019).

Table 13: Description of the Seventeen (17) SDGs

SDG # Description

1 No poverty

2 Zero hunger

3 Good health and well-being

4 Quality education

5 Gender equality

6 Clean water and sanitation

7 Affordable and clean energy

8 Decent work and economic growth

9 Industry, innovation and infrastructure
10 Reduced inequalities

11 Sustainable cities and communities

12 Responsible consumption and production
13 Climate action

14 Life below water

15 Life on land

16 Peace, justice and strong institutions
17 Partnership for the goals

At the industry level, some initiatives have been established to address how the global banking
sector can contribute to the achievement of the SDGs. For example, the United Nations
Environment Program Finance Initiative (UNEP FI) introduced the Positive Impact Principles to
guide the financial sector on financing sustainable development and bridging the funding gap for
the SDGs (UNEP FI, 2017.). Another example is the SDG Industry Matrix developed by the
United Nations Global Compact and KPMG International, which identifies four sets of
opportunities that the financial sector can pursue. These include financial inclusion (SDGs 1, 2, 3,

4,5, 8, 10), financing renewable energy and infrastructure projects (SDGs 6, 7, 9, 13), leveraging
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risk expertise to influence customer behaviour (SDG 12) and influencing corporate clients to
address environmental, social and governance (ESG) criteria in their business operations (SDGs
13,14,15,16) (United Nations Global Compact & KPMG International, 2015).

Some empirical studies have also examined the role of the banking sector in contributing
towards the SDGs (Agyei et al., 2024; Avrampou et al., 2019; Barone et al., 2024; Chagas et al.,
2022; Cosma et al., 2020; Gambetta et al., 2021; Kulinska-Sadlocha, 2024; Sardianou et al., 2021)
Avrampou et al. (2019) and Cosma et al. (2020) conducted a quantitative study to examine the
contribution of European banks to the SDGs and found a low level of contribution with common
prioritized SDGs including goals 8,13 and 4. Similarly, Sardianou et al. (2021) developed a
materiality analysis framework to assess the SDG performance of banks in Europe and found that
banks emphasized SDGs 8, 16, 9, and 4. Another study on the Polish banking sector found that
international bank subsidiaries prioritized SDGs at their parent company level over the needs of
their host country (Kulinska-Sadtocha, 2024). Barone et al. (2024) conducted a global study across
641 banks in 61 countries, which similarly found a low overall SDG performance among banks,
with bigger but less profitable firms performing better than their counterparts.

Gambetta et al. (2021) also analyzed the relationship between the risk profiles of Spanish banks
and their contribution to the SDGs. The results revealed that healthy banks contributed more,
primarily with respect to SDGs 8,4,13, and 5, although there was no significant relationship
between profitability and SDG performance. Finally, a study on the Brazilian banking sector
revealed low quality of SDG reporting, with banks prioritizing SDGs 8,12,16,15 and 13 (Chagas
et al., 2022). The common emphasis on SDG 8 across these studies suggests that banks generally
address goals aligned with their core business. However, such studies do not yet appear to address

the awareness, engagement and contributions of banks in SSA, leading to a gap in explanatory
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analyses that aim to understand the why and how of these patterns, especially in SSA and providing

fertile ground for this study.

4.3. Theoretical Framework

This study draws on legitimacy and corporate sustainability theories to examine how banks in
SSA engage with the SDGs. These theories can provide insights into the extent of involvement,
prioritization and motivation for engaging with the SDGs by the banking sector in SSA.

Suchman (1995) defines legitimacy as ‘a generalized perception or assumption that the actions
of an entity are desirable, proper, or appropriate within some socially constructed system of norms,
values, beliefs, and definitions’ (p.574). This is premised on the idea that organizations do not exist
in isolation but are part of society, and their continued survival is contingent upon the legitimacy
conferred upon them by the latter (An et al., 2011; Fernando & Lawrence, 2014). Legitimacy
theory is conceptualized in two main ways: strategic and institutional legitimacy. Strategic
legitimacy involves organizations having stronger control over the legitimization process through
various means, such as CSR and sustainability practices that address societal concerns for
reputational and other benefits to the firm (Frynas & Yamahaki, 2016; Suchman, 1995). Based on
this concept, banks in SSA are likely to prioritize SDGs 1, 2, 3 and 4, as these address key societal
needs in the region while enhancing their social legitimacy. Moreover, larger and listed banks with
greater visibility are likely to have higher levels of SDG involvement in line with this concept, as
confirmed in previous empirical studies. (ElAlfy et al., 2021; Rosati & Faria, 2019b) On the other
hand, institutional legitimacy is maintained by organizations responding appropriately to external
expectations, thereby limiting their ability to manage the legitimacy process (Frynas & Yamahaki,

2016; Palazzo & Scherer, 2006; Suchman, 1995). Drawing from this concept, banks in SSA would
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be motivated to engage with the SDGs in response to regulatory and other stakeholder pressures,
prioritizing SDGs deemed as relevant to these stakeholders, such as SDGs 1, 13, 4 and 5.

Corporate sustainability theory, on the other hand, is founded on the concept of sustainable
development and described “as the ability of corporations to meet the needs of their direct and
indirect stakeholders without compromising their ability to meet the needs of future stakeholders”
(Dyllick & Hockerts, 2002, p. 131). It is rooted in systems theory and connects business strategy
with business sustainability, incorporating a temporal approach to the triple bottom line and broad
stakeholder engagement (Ashrafi et al., 2020; Bansal & Song, 2017; ElAlfy et al., 2020; Elkington,
2018). For firms to advance corporate sustainability, it involves performing responsibly regarding
the three pillars of sustainability while ensuring continuity of their benefits to society, the
environment and business (Ashrafi et al., 2018).

Corporate sustainability theory may explain why firms are aware of and seek to explicitly
address specific SDGs that align with their core business strategies. Based on this theory, banks in
SSA are likely to address economically-oriented SDGs such as SDGs 8, 10, 13 and 5, which
arguably have strong alignment or impact on the core business of banks. Few empirical studies
have applied corporate sustainability theory to explain the reason behind firms’ stated involvement
in specific SDGs. For instance, tracking social media postings, E1Alfy et al. (2020) found that
firms in the energy sector had more tweet disclosures on SDG 7, which aligned with their core
business. Corporate sustainability theory can also explain the findings from the few studies
conducted on the banking sector’s involvement in the SDGs, which found SDG 8 as the commonly

prioritized SDGs across these studies, which is in line with their core business (Avrampou et al.,

2019; Chagas et al., 2022; Cosma et al., 2020; Sardianou et al., 2021).
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Whereas legitimacy theory emphasizes the expectations of stakeholders that organizations aim
to meet through sustainability practices, corporate sustainability theory focuses on the proactive
quest for long-term value creation for organizations and the society, environment and economy in
which they operate. Together, these two theories enhance our understanding of banks’ involvement
with the SDGs by offering complementary lenses. The study adopts a multi-theoretical approach
that integrates both theories, recognizing that banks in SSA, operating in a society fraught with a
myriad of sustainability challenges and simultaneously viewed as key economic players, may
address the SDGs as a way of meeting stakeholder expectations to gain legitimacy while also
advancing their core business interests. Such engagement may reflect a genuine commitment to
the ideals of sustainability while serving as a strategic approach to gaining or maintaining
legitimacy. This dual perspective provides a more comprehensive understanding of SDG
involvement, highlighting both substantive and symbolic components of firm behaviour and
contributing theoretically by demonstrating that SDG involvement can reflect both strategic

business imperatives and legitimacy-seeking responses.

4.4. Materials and Methods

The study employed an explanatory sequential mixed-methods design involving quantitative
data from banks’ non-financial reports and qualitative data from semi-structured interviews to
address the research objectives. The explanatory sequential mixed method is practical when
qualitative data is required to explain significant, non-significant or even surprising quantitative
results (Creswell & Plano Clark, 2018), thereby providing richer contexts.

The study commences with a quantitative phase to explore the level of banks’ involvement with
the SDGs and to determine which SDGs were prioritized, followed by a qualitative phase to

uncover the motivations for and barriers to banks’ involvement with the SDGs. This approach
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follows the strand of recent studies on sustainability reporting practices that employ similar
explanatory sequential designs (Tilt, 2018; Weerasinghe et al., 2024). Findings from both phases

are integrated in the discussion section to draw well-rounded conclusions.

4.4.1. Quantitative Phase

The initial sample comprises 99 banks operating in six SSA countries with published non-
financial reporting. From this sample, analysis reveals that 62% (61 banks) address the SDGs in
their reports. Given the nature of the study and in line with prior studies, only banks with explicit
references to the SDGs in their published non-financial reports are included in further review, as
a means of differentiating explicitly SDG-engaged banks from non-engaged banks (Cosma et al.,
2020; Heras-Saizarbitoria et al., 2022). The final quantitative sample consisted of 61 banks across
six countries: Ghana (14), Kenya (12), Mauritius (6), Nigeria (14), South Africa (9) and Tanzania
(6). Banks were further grouped into regions: East Africa (Kenya and Tanzania), Southern Africa
(South Africa and Mauritius) and West Africa (Ghana and Nigeria). These countries represent
each of the three main regional blocs in SSA, ensuring geographical diversity. They were selected
because English is their official language, thereby eliminating language barriers in conducting
content analysis, as has been done in similar studies (Adu, 2022). These countries also contribute
60% to the GDP of SSA (International Monetary Fund, 2022) and thus are representative of the
SSA economy.

Banks were also categorized by ownership type. into three groups: local banks (22) are banks
operating only in their country of origin; regional foreign banks or Pan-African banks (PABs) (33)
are banks originating from Africa with subsidiaries operating in other African countries; and

international banks (6) are banks originating outside of Africa. Finally, banks were grouped as
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listed (42) or non-listed (19). The study focused on reports published in 2022 as the latest available

data at the time of the study.

4.4.2. Measuring Banks’ Level of SDG Involvement

Sustainability reporting is often deployed as a proxy for measuring the commitment,
performance or involvement levels of firms’ sustainability efforts, including the SDGs (Ameer &
Othman, 2012; Heras-Saizarbitoria et al., 2022; Pizzi et al., 2021). Indeed, such analysis is even
more relevant in the context of corporate commitments to advance the SDGs as a specific target
(SDG 12.6) focuses on issuing sustainability reports to address that goal (Heras-Saizarbitoria et
al., 2022; Van der Waal & Thijssens, 2020). In this study, a manual content and textual analysis
of published reports was conducted to examine the level of banks’ involvement, following prior
studies in the banking sector (Avrampou et al., 2019; Cosma et al., 2020; Sardianou et al., 2021).
The manual approach was used to capture the nuanced reporting of the SDGs, including the use of
icons and images by some companies (Heras-Saizarbitoria et al., 2022; Nechita et al., 2020).
Textual analysis was used to detect the variations for referencing the SDGs such as “SDG”,
“Sustainable Development Goals”, “Sustainable Development Goal”, “Global Goals”, and full
names of each goal instead of the numbers and other variants in line with other studies (Hummel
& Szekely, 2022; Nechita et al., 2020).

A multifaceted approach is activated to measure involvement, encompassing awareness,
breadth of engagement and depth of involvement with the SDGs among banks in SSA. Awareness
is defined in this study as the recognition of the SDGs by banks through their reporting. It is
measured by the frequency of SDG mentions, including both general mentions of SDGs and
specific mentions of the respective goals and targets in line with previous studies (Michelon et al.,

2015; Van der Waal & Thijssens, 2020). The breadth of engagement indicates the range of
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engagement with the SDGs and is measured by the average number of SDGs addressed by each
bank, as reported in a few studies (Cosma et al., 2020). Depth of involvement is defined as the
substantive engagement with each goal, ranging from a simple mention in reporting to the
inclusion of targets and benchmarks for each goal and related targets (Nechita et al., 2020).

A multi-grade scoring system was applied to the content analyzed to measure the depth of
involvement across each goal (Arena et al., 2023; A. C. Beck et al., 2010; Gambetta et al., 2021).
Each SDG (1-17) was initially scored on a scale of 0-4, and one additional point was assigned if
any of the 169 targets were referenced by a bank, reflecting a deeper level of engagement and
leading to a new score range of 0-5. This followed previous studies that adopted the same approach
of rewarding disclosure of SDG targets (Nechita et al., 2020).

Although specific SDG target-level mentions may enhance disclosure specificity, this study
acknowledges the limitation that they do not necessarily imply substantive involvement. In certain
instances, referencing specific SDG targets may be symbolic or serve as a legitimization tool,
especially for meeting stakeholder expectations. For this reason, deeper involvement or integration
levels in this study are measured by a score of 4 or higher, which extends beyond quantitative data
to include internal targets or benchmarks for the respective SDGs, as illustrated in the scoring
methodology in Appendix B. Thus, the additional point awarded for SDG target references at each
score level reflects closer alignment with the global SDG framework; however, it is not treated as
a standalone measure of substantive SDG engagement by the sampled banks.

All 17 SDGs had at least one of their targets mentioned in the sample, which justified the
extension of the score range. In line with Plourde et al (2014), a baseline score of 1 was given to
any bank that referred to the general SDGs without specifying any goal, as that suggested a genuine

attention by that bank compared to those that did not mention it. The final maximum total score
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for each bank was 86 (1+ 17 goals x 5 (maximum score)) and normalized to a percentage scale
ranging from 0% to 100%. These three metrics provided a comprehensive way of assessing how
banks in SSA were involved in the SDGs. Although several studies have used the Global
Reporting Initiative reporting framework to measure performance, this study departed from that
approach to allow for a more inclusive study guided by findings from previous studies that revealed

a low level of adoption of GRI reporting in SSA (Tilt et al., 2021).

4.4.3. Data Analysis

The data was queried using a quantitative content analysis method to measure the extent of
SDG involvement and prioritization by the sampled banks. Due to unequal sample sizes, inferential
statistics such as the Mann-Whitney U test and the Kruskal-Wallis test were conducted to confirm
whether there were statistically significant differences in performance across the various categories
(Arena et al., 2023; Cosma et al., 2020; Kilig, 2016). Finally, a linear regression was conducted to
explore the relationship between the level of awareness and involvement. Bank size (measured by
the natural log of total assets), stock listing status, region, and bank type were used as control
variables in line with previous studies (Hummel & Szekely, 2022; Islam et al., 2021; Ramdhony,

2015).

4.4.4. Qualitative Phase

Fourteen banks (five with high SDG involvement scores, four with medium SDG involvement
scores, and five with low SDG involvement scores) across five countries agreed to participate in
the qualitative phase of the study, out of the 24 initially contacted. The selection was based on the
preliminary quantitative results. Purposive sampling was used to select directors, senior and mid-

level managers who worked within the sustainability function in their respective banks, as they
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were deemed to be best placed to answer the research questions (Creswell & Creswell, 2018;
Weerasinghe et al., 2024).

During the interview, participants were asked about their motivation for engaging with the
SDGs, the rationale behind their SDG selection, as well as challenges faced by their banks and
banks operating in SSA in general. A copy of the interview guide is provided in Appendix C. All
interviews were conducted by a single research team member to minimize inter-interviewer bias
and were administered online via Microsoft Teams following a standard interview protocol for
consistency (Creswell & Creswell, 2018). Semi-structured interview questions were used to collect
primary data, providing flexibility in terms of word choice and sequence based on responses from
interviewees (Sharma & Choubey, 2022). Semi-structured questions allowed for additional prompt
questions to clarify and elaborate on new concepts or ideas that emerged. All interviews were
audio recorded, and each lasted between 45 and 65 minutes.

The interview data were systematically coded and analyzed using the thematic analysis
approach outlined by Braun and Clarke (2006), supported by QSR NVIVO 14 software. The
analysis identified three overarching themes: motivating factors for SDG engagement, criteria
guiding SDG selection, and key challenges encountered by banks in their involvement. To ensure
confidentiality and protect the identities of participants and their organizations, all names were
anonymized in the study. Qualitative validity was ensured through member checking, in which
interview transcripts were shared with each participant for clarification or correction before

conducting the analysis (Creswell & Creswell, 2018; Kumi-Yeboah, 2014).

4.5. Results

In this section, we present the results of both the quantitative and qualitative phases, which aim

to answer the research questions.
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4.5.1. Extent of SDG Involvement by Banks in SSA

Descriptive statistics provided insights into the response to the first research question, which
aimed to assess the extent to which banks are involved in the SDGs. The mean statistic was used
to represent the overall SDG score, measuring the depth of involvement across the sampled banks.
Table 14 indicates that the overall performance across all banks was 27%. Descriptive statistics
showed differences across all bank categories. Listed banks performed better than non-listed
banks, and regional banks outperformed international and local banks. Kenya achieved the highest
score at the country level, while banks in Southern Africa outdid those in East and West Africa at
the regional level.

Additionally, the standard deviations revealed significant variations among some of the
groupings. For instance, Kenya had a higher standard deviation than South Africa, indicating that
the performance among banks in Kenya was less consistent than that of South Africa, which came
up close in second place. The results of the SDG awareness, as shown in Table 14 follow the same
pattern. It is worth highlighting the results of international banks, which recorded the lowest mean
SDG involvement score, and total SDG mentions, which may appear counterintuitive given their
global footprint and presumed alignment with international sustainability frameworks. Also, the
high performance of regional banks plausibly reflects their dual orientation towards regional
development and cross-border operations in SSA.

Table 14: Descriptive Statistics of SDG Performance and Financial Indicators

SDG Depth of
Country Statistic Total Assets Involvement Score (%)  Total SDG Mentions
Ghana Mean 13.9 11.4 130
Std. Dev. 0.6 6.5
Kenya Mean 14.7 36.4 799
Std. Dev. 1.0 23.9
Mauritius Mean 14.9 30.2 302
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Nigeria

South Africa

Tanzania

Region
East Africa

Southern Africa

West Africa

Bank type

International

Local

Regional

Listing status
Listed

Non-Listed

Overall

Std. Dev.
Mean
Std. Dev.
Mean
Std. Dev.
Mean
Std. Dev.

Mean
Std. Dev.
Mean
Std. Dev.
Mean
Std. Dev.

Mean
Std. Dev.
Mean
Std. Dev.
Mean
Std. Dev.

Mean
Std. Dev.
Mean
Std. Dev.
Mean
Std. Dev.

1.3
15.8
1.0
16.4
2.2
13.9
1.5

14.4
1.2
15.8
2.0
14.9
1.2

14.0
0.8
14.4
1.2
15.6
1.6

15.4
1.6
14.0
0.8
15.0
1.5

23.9
28.9
18.8
35.1
13.2
20.5
11.3

31.1
21.6
33.2
14.0
20.1
16.5

7.2
5.2
22.8
15.3
32.7
18.8

31.5
18.3
15.7
133
26.6
18.3

461

635

107

906

937

591

37

462

1935

2195

239

2433

Non-parametric tests were conducted to test whether the differences in the depth of SDG

involvement between the different groups were statistically significant. Statistically significant

differences were found across listing status (U=603.5, p=0.001), countries (H (5)=14.8, p=0.011),

region (H (2)=6.4, p=0.04) and bank type (H (2)=11.9, p=0.003). These results suggest that SDG

involvement levels vary substantially across banks depending on both geographical and ownership

factors.
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Figure 8 illustrates the relationship between SDG involvement (represented by the bar chart)
and SDG awareness (represented by the line graph) across all 17 goals. The results revealed a few
interesting variations worth highlighting. For instance, whereas the bar chart showed that SDGs
13, 8, 5, 4 and 3 had the highest scores, the line graph indicated that SDGs 8,10,13,5 and 7 were
the most frequently mentioned. This highlights a nuanced pattern where certain SDGs such as
SDG 7 and 10 were frequently mentioned but not part of the top five in terms of SDG involvement
implying symbolic or surface-level engagement. On the other hand, SDGs 5, 8 and 13, appeared

in both top five for SDG awareness and involvement, suggesting a more consistent integration.
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Figure 8: Comparison of SDG Depth of Involvement and Awareness Levels by Banks in SSA

Source: Authors

The study also examined the extent of involvement by analyzing the breadth of engagement
across the 17 SDGs. Table 15 shows the average number of SDGs addressed by all banks and
across all categories. On average, banks addressed nine goals, indicating a selective rather than
comprehensive approach to SDG engagement. This finding is consistent with the observation from
the data collection phase, where 54% of banks adopted a selective approach in addressing the
SDGs. Notably, the patterns across bank categories largely mirror those observed in the SDG

involvement and awareness analysis as regional banks, listed banks and banks in Southern Africa
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addressed the highest average number of SDGs compared to their counterparts. This pattern
reinforces the consistency between the breadth, awareness and depth of SDG involvement across
banks, underscoring the role of bank characteristics such as bank type, market exposure and
regional context in shaping the depth and breadth of SDG involvement in SSA.

Table 15: Average Number of SDGs Addressed by Banks

Category N Average number of SDGs Std. Dev.
Country

Ghana 14 5 3.2
Kenya 12 10 6.8
Mauritius 6 9 4.5
Nigeria 14 10 6.5
South Africa 9 11 3.6
Tanzania 6 7 4.3
Region

East Africa 18 9 6.1
Southern Africa 15 10 4.0
West Africa 28 7 5.6
Bank type

International 6 3 2.7
Local 22 8 5.0
Regional 33 10 5.4
Listing status

Listed 42 10 53
Non-Listed 19 6 5.1
All banks 61 9 5.4

Furthermore, an ordinary least squares (OLS) regression was conducted to explore whether the
level of SDG awareness predicts the depth of SDG involvement while controlling for bank size
(total assets), bank type, region and stock listing status. As displayed in Table 16, the adjusted R?
of 0.567 demonstrates a strong explanatory power. The results reveal a significant positive
association between SDG awareness and SDG involvement, indicating that banks with a higher
level of awareness are more likely to be deeply involved with the SDGs after accounting for

structural characteristics such as region, bank type and listing status. Among the control variables,
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only bank size (p=0.047) and local banks (p=0.05) showed a significant positive association with
the level of SDG of involvement. This suggests that larger banks may be better resourced to
effectively address the SDGs, while local banks may be more invested in engaging deeply with
national goals that align with the SDGs as a way of displaying local commitment, leadership and
responsiveness to external pressure.

Table 16: Results of the Regression Analysis using Depth of Involvement as the Dependent
Variable and Level of Awareness as the Independent Variables

Independent Variable Coefficient p value Adjusted R?Sig VIF
Depth of SDG Involvement 0.567 <001

Score

Level of SDG Awareness ~ 0.002 (0.000)  <.001*** 1.672
Total Assets 0.03 (0.015) 0.047** 2.026
Bank Type

Regional 0.092 (0.060)  0.131 3.784
Local 0.113 (0.056)  0.05** 3.053
Region

East Africa 0.045 (0.048)  0.347 1.982
West Africa -0.012 (0.042) 0.777 1.838
Stock Exchange Listing

Listed Banks 0.037 (0.040)  0.355 1.405
Constant -03.80 (0.212)  0.079*

Note: Standard errors are reported in parentheses. ***, ** and * indicate statistical significance at
the 1%, 5% and 10% levels, respectively.

A final analysis was conducted to measure the extent to which banks had integrated the SDGs
into their operations. This was measured by the number of banks with a score of at least 4 for each
goal, indicating the inclusion of bank-specific targets, benchmarks or KPIs for each SDG. The
results show that out of the 61 banks, 20 (33%) achieved this score for at least one SDG, and the
average number of goals with this level of involvement was only 1. Similarly, only two banks
attained this level of involvement for at least half of the 17 goals, suggesting that although
awareness is largely widespread, a measurable, in-depth commitment is at a very low stage among

the sampled banks.
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4.5.2. Prioritization of the SDGs

Table 17 presents the top five SDGs and the bottom five SDGs prioritized by the sampled banks.

Some categories have more than five SDGs because of tied rankings in those instances.

Table 17: Prioritization of SDGs by Bank Categories

Category Most Prioritized Least prioritized
Country

Ghana 3,4,13,5,8 14,16,12,11,10
Kenya 8,5,10,13,15 (17) 14,3,16,6,9, (2,1)
Mauritius 1,5,10,8,13 6,11,15,17,14 (9)
Nigeria 3,13,4,1,8 16,12,14,6,15 (10,9)
South Africa 13,7,8,10,4 (5) 14,17,2,16,12 (1)
Tanzania 3,13,1,10,8 14,11,16,9,6
Region

East Africa 13,8,10,5,17 14,16,6,9,11
Southern Africa 13,8,10,7,5 14,11,6,17,15
West Africa 3,4,13,5,1 16,14,12,10,11
Bank type

International 3,6,4,9,13 14,11,17,15,2, (12,16,10)
Local 13,1,3,5,4 16,14,12,9,11
Regional 13,8,5,7,10 14,6,16,11,12
Listing status

Listed 13,8,5,4,3 14,16,12,6,11
Non-Listed 3,1,13,54 14,11,12,6,16 (15)
All banks 13,8,5,4,3 14,16,12,11,6

Note: All SDGs in brackets are tied scores at the 5™ rank

The overall results for the sampled banks show that the top five SDGs are 13, 8, 5, 4 and 3. On
the other hand, the least prioritized SDGs are 14,16,12, 11and 6.

The country-level analysis shows that banks in Ghana and Nigeria are primarily involved in
social goals, but fewer in economic goals. At the bank type level, international banks address the
greatest number of environmental goals, while local banks prioritize the highest number of social
goals but have no economic goals. In contrast, regional banks prioritize actions aligned with the

same number of social and economic goals. Non-listed banks prioritize the same set of SDGs as
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local banks, with varied rankings of the top five. Although the results show variations across the
different categories, SDG 13 emerged as the top priority across all categories, suggesting a broader
sectoral focus on climate-related efforts, while SDG 14 was the least prioritized, implying a limited
perceived relevance of marine sustainability issues by banks in SSA.

Finally, an analysis of the integration engagement level revealed that only SDGs 7 and 13 had

the greatest number of banks (11) achieving a score of at least 4.

4.5.3. Qualitative Results

To deepen our understanding of the quantitative results, which provided insights into the overall
involvement levels of banks and prioritization of the SDGs, the qualitative phase answered the
third research question by exploring the motivating factors, SDG selection process and challenges
faced in contributing to the SDGs. The key themes related to motivating factors, SDG selection

and challenges are presented below.

4.5.4. Motivating Factors

Participants cited four key factors in driving their engagement with the SDGs, including positive
impact, good for business, regulatory and stakeholder pressures and enhanced reputation in
descending order. All regional banks alluded to the importance of creating a positive impact in the
communities and societies they operated in, as one of the key reasons, with one interviewee from
Bank 1 citing that:

“We are here to save the planet, and we need a better place to live so we think that

supporting the SDGs is part of our contribution to make sure that the world is in a
better place.” (Interviewee from Bank 1).

This could explain why regional banks addressed the highest number of SDGs (10) and
prioritized goals that address social, economic and environmental issues. It further validates

these same goals being part of the top three across all banks. Several banks across the sample
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highlighted the benefits that the SDGs offer to their businesses, including attracting
investors, managing ESG risks, aligning with their purpose and staying relevant in the
changing business landscape, suggesting a business imperative for addressing the SDGs,
particularly SDG 8. Some of these reasons were well-articulated by Bank 11 as:
“... the second is it helps us to manage our ESG risks ... The third is, it attracts
investors to us. Investors are increasingly focusing on this conversation, and by
demonstrating our commitment to the SDGs, we position ourselves as an attractive
investment proposition.” (Interviewee from Bank 11).
Regulatory and stakeholder pressures were highlighted by all international, regional and local
banks but in different ways. Whereas local banks primarily referred to central bank regulations,
regional and international banks referred to pressure arising from their participation in
international sustainability initiatives such as the UN Global Compact and UNEP FI. For instance,
Bank 3 intimated that:
“Our regulator, Bank of Country 1, in 2019 issued the Country 1 sustainable banking

principles, which are seven of them, and that is also motivating factor, so it's to align
with our regulators interests.” (Interviewee from Bank 3).

While Bank 5 on the other hand, posited that:
“We've signed up for the Principles for Responsible Banking as a signatory and as part of
the principles of responsible banking, they talk about strategic alignment, of your business
strategy with the SDGs...we certainly have a requirement from the principles of responsible
banking, to fulfill our obligation.” (Interviewee from Bank 5).
Finally, 29% of the participants mentioned reputational benefits as the driver for engaging with
the SDGs. Unsurprisingly, this was highlighted mainly by listed banks as compared to non-listed
banks.

For example, Bank 8 noted that:

“... secondly, it is around the opportunity to enhance our reputation and customer
loyalty through these sustainable practices.” (Interviewee from Bank 8)
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4.5.5. SDG Selection

When participants were asked about their approach to selecting the SDGs, three main themes
emerged: relevance to business, the use of a scientific approach and alignment to national priorities
in descending order of importance.

The majority of interviewees (86%) highlighted that they selected the SDGs that appeared to
have relevance to their core business values, strategy and operations, and this could explain why
SDGs 8 and 13 were prioritized as they align with banks’ economic performance and could impact
the long-term sustainability and continuity of banks, respectively. Interestingly, all local banks and
non-listed banks in the interview sample alluded to this as a key approach in selecting which SDGs
to engage in, and it ties in with some of the prioritized SDGs for both categories, such as goals 13,
5 and 4. For instance, Bank 9 opined that:

“We are financial institutions and so looking at what the SDGs stand for, it makes it
much easier for financial institutions to be able to identify the areas that they will be
able to contribute significantly to. If you look at it, the key focus areas where we can
contribute significantly to would always have to do with climate action, because we
literally are the financiers.” (Interviewee from Bank 9).

Similar ideas were raised by the Bank 12 interviewee, who explained that addressing SDG 4
(quality education) through financial literacy programs and SDG 5 (gender equality) through
women’s empowerment programs ultimately benefited the bank through increased deposits and
savings that could be used to increase banking assets and contribute to further economic growth in
society.

The use of scientific approaches as opposed to arbitrary or subjective approaches was another

strong response that emerged in the interviews. These were mainly cited by regional (67%),

international (100%) and listed banks (67%) as compared to the other categories. This could be
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attributed to the fact that they were usually larger and had more resources to undertake such
analysis, which influenced their decision-making process. For example, Bank 13 intimated that:
“Our selection of the SDGs was based on a materiality analysis which looked at what
is important to our key stakeholders. After the mapping, we came up with the key pillars
that I've mentioned, which are financial inclusion, diversity and inclusion and
climate.” (Interviewee from Bank 13).

Finally, local and international banks selected goals that aligned with the country’s national
priorities. For instance, Bank 14 mentioned that a global impact study conducted at their Group
level across their operating markets led them to select SDG 6 as one of the SDGs to prioritize in
their host country. These reasons align with the quantitative results of the prioritized goals for the
overall bank sample and the respective categories. Similarly, Bank 4 expressed that:

We are so big on financial inclusion, especially in the Country 3 context, because the
federal government has prioritized financial inclusion, we want to achieve up to 95%
financial inclusion at the end of 2024 and that's part of the reasons we have made SDG

1 & 2 part of our priority, because financial inclusion is really a tool for poverty
alleviation...” (Interviewee from Bank 4).

4.5.6. Challenges

Participants cited numerous challenges impeding banks’ effectiveness in SDG involvement in
SSA. Figure 9 illustrates that resource constraints, which are the most frequently mentioned
challenge, are cited by nearly twice as many banks as the second most common barrier, lack of
awareness and understanding. Other challenges identified by interviewees include a lack of
prioritization from senior management and misalignment of efforts, while competition among the
goals was identified as the least common barrier. These insights highlight both resource and

organizational challenges identified by participants across the different bank categories.
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Figure 9: Challenges faced by Banks in addressing the SDGs

Source: Authors
71% of the participants mentioned financial, data and human resource constraints as critical
barriers impeding implementation within their banks and the wider banking sector in SSA. For

example, Bank 3 intimated that:

“Another thing will be lack of funds...1I think for Country 1, for instance, the NPL for
agriculture is very high, so most banks don't go into agriculture...If you are going to
have a credit facility for fisheries, preserving life in the sea and life on land, I don't see
most banks having facilities tailored towards preserving biodiversity and preserving
aquatic life, so that's what I mean by lack of funds or maybe lack of funding appetite.”
(Interviewee from Bank 3).

The issue of a lack of data was expressed by Bank 11 as:
“Lack of data makes it very difficult for us to even assess the impacts of our financial
products and services on the SDGs. A good example is that we're trying to comply with
IFRS SI and S2, and one of our critical requirements is to have a climate scenario
analysis done. But there is no available data for us to be able to do so. It is so
frustrating...” (Interviewee from Bank 11).

The second challenge identified by the participants (43%) was the lack of awareness and

understanding of the SDGs among both internal and external colleagues, which was seen as a
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fundamental requirement for engaging deeply with the framework. For instance, Bank 10 gave an
interesting perspective regarding the lack of understanding by sharing that:
“It’s a slogan you can ask anybody who speaks to a document. They would tell you,
“Oh, as stated in the SDGs or as per the 17 SDGs” but then, first of all, he doesn't
know the 17 SDGs. Second, he doesn't know what the SDGs are intended to achieve...”
(Interviewee from Bank 10).

Thirdly, five participants shared that a lack of priority at the senior management level posed a
challenge, especially for smaller banks, which would only be motivated if driven by regulatory
requirements. Bank 6 explained that

“Also, when I speak to people in tier 3 banks, they say, what we are doing as a bank
at our end, and it is on a voluntary basis, paying for consultants to come and do work
for us, is not what a tier 3 bank will do, especially if it's not a regulatory requirement
no one will go for it...” (Interviewee from Bank 6).

Closely aligned to this issue of internal priorities was the issue of misalignment of efforts both
internally and externally. The internal misalignment, as explained by Bank 7, for example,
involved a disconnect between strategy teams and sustainability teams in the formulation of bank-
wide strategies. The external misalignment focused on the competitive relationship among banks,
and this was highlighted by Bank 6 as:

“...ifyou look at SDG 17 on partnering with the goals, it doesn't look like anybody has
the same list. Looking at our local competitors, everybody has a slightly different list.
It doesn't really speak to partnering at all...because we don't talk about it, I don't talk
to my competitors about it...if we are true to the goals, we should actually be speaking

to each other about it and seeing how we can support.” (Interviewee from Bank 6).

The final challenge identified was related to the SDG framework itself. Three participants
shared similar but insightful opinions about these challenges. For instance, Bank 2 expressed the

challenge in impact reporting due to the overlapping nature of some of the goals. On the other

hand, Bank 5 highlighted the difficulty in balancing the needs between the goals, for instance,
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between SDG 13 and SDG 1, which are both necessary on the continent. Bank 7 also highlighted
that the pecking order of SDG prioritization in banking, where economically oriented goals took
precedence, followed by regulatory goals, and then donor and societal goals, posed a challenge in

achieving a well-rounded sustainable impact through the SDG framework.

4.6. Discussion

The analysis reveals four key patterns. First, banks in SSA have a low depth of SDG
involvement but a relatively high level of SDG awareness and breadth of engagement. Second,
banks prioritize SDGs 13, 8, 5, 4 and 3, aligning with both core business interests and stakeholder
expectations. Third, motivations for SDG involvement stem from several factors, including
making a positive impact, the business case and meeting stakeholder expectations. Fourth, barriers
such as resource constraints, lack of awareness and low prioritization from senior management
impede the effectiveness of SDG involvement across banks in SSA. The remainder of this section
explores these results in detail, integrating insights from both the quantitative and qualitative
phases while positioning them within the theoretical framework and relevant studies.

The overall low depth of SDG involvement, evidenced by the limited disclosure of quantitative
contribution and performance metrics like KPIs, targets and benchmarks, is consistent with prior
studies across both the banking sector and multi-sectoral contexts (Avrampou et al., 2019; Chagas
et al., 2022; Cosma et al., 2020; Erin & Bamigboye, 2022; Van der Waal & Thijssens, 2020) Of
significant interest is the marked contrast between low depth of SDG involvement and high SDG
awareness and breadth of engagement. This may suggest that although there is a growing
awareness of the SDG framework and the ability to identify several relevant SDGs, this awareness
may not necessarily translate into substantive action. While the regression results confirm that

SDG awareness is significantly associated with higher SDG involvement, the insights from the
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interviews reveal that barriers such as insufficient resources, limited understanding and a lack of
prioritization from senior management may constrain this relationship. These challenges
underscore the need for stronger institutional support to bridge the gap between growing awareness
and meaningful contribution.

The findings at the disaggregate level reveal interesting patterns and differences across bank
categories. Listed banks, regional banks and banks operating in the Southern Africa region
consistently perform better than their counterparts with respect to the depth of SDG involvement,
breadth of engagement and awareness, demonstrating the role of institutional characteristics in
shaping SDG adoption in SSA. For example, in the qualitative phase, listed banks highlighted
reputational benefits and stakeholder pressure, consistent with legitimacy theory, which posits that
firms that face greater public scrutiny are more inclined to adopt sustainability practices to
maintain legitimacy. This superior performance of listed banks is consistent with prior studies
(ElAlfy et al., 2020; Oppong, 2022; Pizzi et al., 2021) but contrasts with the findings by Cosma et
al. (2020), who found no significant difference between listed and non-listed banks in Europe. The
higher performance of regional banks may be linked to their large asset size, aligning with extant
studies that associate firm size with higher SDG performance (Barone et al., 2024; ElAlfy et al.,
2021; Gambetta et al., 2021; Rosati & Faria, 2019). Similarly, at the regional level, the consistent
and high performance of banks in Southern Africa, especially South Africa, can be attributed to
their banking association’s official endorsement of the United Nations Principles for Responsible
Banking (The Banking Association of South Africa, n.d.), which incorporates the SDG framework,
and applies to all members, corroborating prior findings that higher commitments to global

sustainability frameworks promote higher SDG adoption (Rosati & Faria, 2019a).
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Banks in SSA prioritize specific SDGs: 13 (climate action), 8 (decent work and economic
growth), 5 (gender equality), 4 (education) and 3 (health). These SDGs align with the strategic
focus of banks, in terms of climate finance, SME financing and women’s economic empowerment
activities as well as addressing pertinent social needs in SSA, such as education and health. These
prioritized SDGs, particularly 13 and 8, are consistent with findings in European and Brazilian
banking studies (Avrampou et al., 2019; Cosma et al., 2020; Gambetta et al., 2021; Kulinska-
Sadlocha, 2024) as well as other African evidence (UNEP FI, 2023), suggesting a sector-wide
preference for business-oriented SDGs across diverse banking environments. The interview
insights triangulated these quantitative results as participants identified business relevance, a
structured or scientific approach and alignment with national priorities and regulatory
requirements as key strategies employed in selecting which SDGs to address. Prioritizing SDGs
that align with regulatory requirements is consistent with prior studies (Nylund et al., 2022) and
was particularly evident in the case of Ghana, where the prioritized SDGs (3,4,13,5,8) aligned with
four of the seven principles espoused in the Ghana Sustainable Banking Principles (Bank of Ghana,
2019). Collectively, these findings indicate that SDG prioritization in SSA reflects both a corporate
sustainability orientation focused on value creation (Ashrafi et al., 2020) and legitimacy-seeking
behaviour shaped by regulatory and societal expectations (Frynas & Yamahaki, 2016). The least
prioritized SDGs (14,16,12,11,6,) broadly align with findings in other regions (Avrampou et al.,
2019) and further substantiate the strategic business approach of banks in SDG prioritization. This
also reflects the lack of appetite for funding high-risk sectors such as marine ecosystems, a concern
that was echoed in the interview phase. It is worth noting a striking disconnect between SDG 16

(peace, justice and strong institutions), recognized as a continent-wide priority (The African Union
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et al., 2024) and its low prioritization by banks, which evidences the tensions that can exist
between business imperatives and wider societal needs.

While the prioritization of specific SDGs illustrates how banks operationalize their commitment
to the SDGs, the underlying motivating factors offer insights into the rationale behind their initial
commitment. The desire to make a positive impact emerges as the strongest motivating factor,
particularly among listed banks and regional banks, suggesting that SDG engagement among high-
performing banks in SSA extends beyond symbolism. The emphasis on the business importance
of the SDGs and the need to respond to regulatory and stakeholder pressure as secondary
motivating factors shows how banks view SDG involvement as a strategic pursuit. Although
seldom, reputational benefits were also cited, especially by listed banks. Altogether, these factors
reveal a dual rationale for banks in SSA’s involvement with the SDGs, aligning with both
legitimacy theory and corporate sustainability theory.

Despite the compelling motivations for banks’ involvement with the SDGs in SSA, several
significant barriers exist that hinder effective engagement. Resource constraints, particularly in
terms of data availability, financial resources and professional expertise, emerge as the greatest
challenge faced by banks in SSA. This finding is consistent with prior studies in other developing
country contexts (Erin et al., 2022; Erin & Bamigboye, 2022; Weerasinghe et al., 2024), indicating
how such constraints can considerably impede sustainability initiatives in such markets. In
particular, the lack of data is considered a pervasive issue across SSA and has been identified as a
key barrier to the effective monitoring of SDG progress (The African Union et al., 2024).
Interestingly, several banks linked this gap to challenges in setting measurable and meaningful
KPIs. The lack of awareness and understanding highlights a knowledge gap that undermines the

integration of the SDGs within core banking activities. The lack of prioritization by senior
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management is a significant challenge, given that leadership commitment is crucial for setting the
tone for embedding sustainability within organizations. The misalignment of efforts among banks
undermines the ideals of SDG 17 (Partnerships for the Goals). It suggests that collaborative
approaches to SDG engagement are underexplored in SSA, possibly due to the competitive
relationship between banks, limiting sector-wide synergies that could enhance impact. Finally, the
intrinsic tension between some of the goals (e.g. climate action and energy access) and banks
prioritizing some goals over others reveals the inherent complexity associated with addressing the
SDGs, which has been highlighted in extant literature (Nilsson et al., 2016). The above challenges
reveal some of the tensions between banks’ aspirations to contribute meaningfully to the SDGs

and the practical and institutional constraints that hinder the depth of involvement.

4.7. Conclusions

This study aimed to examine the level of SDG involvement and the factors influencing such
involvement among banks in SSA. The study finds that there is a relatively high level of SDG
awareness and breadth of engagement, but a low depth of SDG involvement, signalling growing
interest with scope for further progress. The study finds that while the decision for banks to engage
with the SDGs is predominantly driven by legitimacy, closely followed by business imperative,
banks adopt a prioritization approach in engaging with the SDGs, emphasizing business relevance
and strategic alignment. The study also identifies specific challenges that can be addressed to
unleash the full potential of banks’ role in contributing to this critical global agenda. The study
offers several academic contributions as well as policy and managerial implications, which are
highlighted in this section.

First, the study addresses the research gap on the role of the banking sector in addressing the

SDGs in SSA. Second, the study’s use of a mixed methods research design addresses a notable
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gap in the corporate sustainability literature and responds to calls for deeper inquiry into the “why”
and “how” behind corporate sustainability practices (Ike et al., 2019; Low et al., 2023; Mio et al.,
2020).

Additionally, the study advances the use of a multi-theoretical framework in corporate
sustainability studies to provide new insights (Fernando & Lawrence, 2014; Frynas & Yamahaki,
2016; Mellahi et al., 2016). It also offers further empirical application of legitimacy and corporate
sustainability theories in understanding the sustainability behaviour of corporations. In particular,
the study helps to define and provide important regional insights into the definition and scope of
banks’ involvement with the SDGs in SSA.

Beyond applying legitimacy and corporate sustainability theories to the Sub-Saharan African
(SSA) banking context, the study extends these frameworks by illustrating how they intersect in
emerging economies. The findings reveal that legitimacy-seeking behaviours primarily shape the
breadth of SDG engagement. In contrast, corporate sustainability approaches focus on the strategic
prioritization and integration of specific SDGs. Hence, we can demonstrate that legitimacy and
corporate sustainability are not mutually exclusive, but rather mechanisms through which firms
navigate external expectations and internal capacities.

At the policy level, as negotiations begin for the post-2030 sustainable development agenda
worldwide, there is increased impetus for SSA governments and central bank regulators to develop
ways to provide a more enabling environment for banks to increase their involvement in the SDGs,
especially since the results of this study reveal not only a desire but evidence of progress.

To address financial constraints in the short to medium-term, central banks could introduce
incentives, including credit loss guarantees to banks as insurance for financing high-risk sectors as

part of SDG financing, discounted central bank funding for SDG-related projects, and a reduction
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in the capital adequacy ratios and cash reserve requirements to increase the capital available for
funding such projects. Tax regulatory bodies could also reduce corporate taxes for banks that
allocate a portion of their capital to SDG financing.

Regarding the pervasive issue of data scarcity, governments can, in the short term, encourage
investment in data systems for collection, assessment, monitoring, reporting and verification while
strengthening national statistical offices with technical expertise and digital infrastructure. Such
interventions could enhance alignment and contributions to each SDG and its related targets, while
also supporting systemic standard-setting efforts that address banks’ concerns about the lack of
reliable baseline data, which hinders their ability to set meaningful targets for deeper engagement.

In the short term, national banking associations can serve as platforms for capacity-building
initiatives, enabling high-performing banks to share best practices, thereby raise awareness and
deepen understanding of the SDG framework. Such platforms could also foster more coordinated
approaches to addressing the SDGs, encouraging banks to act as partners in development rather
than competitors. In addition, collaboration between banking associations, government agencies
and other stakeholders could support the establishment of award schemes that reward exemplary
performance, providing further incentives for the adoption of the SDGs.

In addition to industry-level initiatives, individual banks can take concrete steps to deepen SDG
engagement by designing products and processes that directly advance specific goals. For
example, to increase support for SDG 5, banks can establish women’s banking desks and develop
gender lens financing solutions such as loan products tailored to women-owned and women-led
enterprises, or those offering products and services that significantly improve the lives of women
and girls. Similarly, banks can contribute to SDG 7 (Affordable and Clean Energy) by developing

renewable energy financing schemes and to SDG 13 by integrating climate-related risks into their
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credit risk assessment frameworks. Finally, senior management can demonstrate greater
commitment to the SDG agenda by setting the tone at the top and establishing well-resourced
sustainability units to embed the SDGs into banking operations effectively.

As part of long-term planning, by including banks in SSA in stakeholder dialogue concerning
the upcoming post-2030 sustainable development agenda, it may be possible to clarify the
overlapping nature of some of the goals and targets and increase the relevance of the post-2030
agendas to the financial sector in SSA, and potentially also lead to greater financing for
sustainability across Africa more broadly.

In essence, the findings show that sustainable banking regulations aligning with the SDGs may
drive behaviour. Thus, it may also be necessary to increase the awareness, engagement and
capacity of banking regulators to incorporate the SDGs in future sustainable banking regulations.
This can be achieved in the short term by leveraging regional platforms such as the Association of
African Central Banks (AACB), where central banks that have successfully incorporated the SDGs
into their sustainable banking regulations (e.g. Bank of Ghana) can guide countries in the process
of implementing similar sustainability regulations.

The study acknowledges some limitations and provides direction for future research. First, the
relatively small sample size in both the quantitative and qualitative phases may limit the
generalizability of the findings, warranting cautious interpretation. Second, the reliance on cross-
sectional data constrains the study’s ability to capture the longitudinal contribution of banks since
the adoption of the SDG framework.

While this study focused exclusively on banks explicitly referencing the SDGs in their reports
to ensure clarity and objectivity, future research could explore the broader, indirect contributions

of banks to the SDGs beyond explicit disclosures. Such investigations could complement the
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present findings and deepen understanding of the multifaceted ways banks support the SDGs.
Future studies could expand the sample size by including banks operating in francophone SSA
countries and the wider African continent, conducting a comparative analysis to explore any
nuanced findings that would enhance understanding of sustainability integration within the
banking sector in Africa as a whole. Additionally, longitudinal studies could be used to assess
performance trends across the banking sector.

Ultimately, future studies can examine the same topic through alternative theoretical lenses,
such as institutional logics and stakeholder salience, to offer new and valuable insights. These new
insights could shape the banking sector in SSA and contribute to ensuring that SSA is not only
back on track in meeting the SDGs but also achieving the AU Agenda 2063 and prepared to engage
substantively in the post-2030 sustainable development agenda worldwide.

MANUSCRIPT END
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Chapter 5

Conclusion

The banking sector plays a pivotal role in advancing sustainable development globally through
its financial intermediary function in the economy. By spearheading capital allocation and shaping
financial decision-making and public policy (Yip & Bocken, 2018), banks are strategically
positioned to influence sustainability efforts, particularly in developing and emerging markets,
where they remain dominant players in the financial sector. While sustainable banking continues
to garner interest within the academic community, this dissertation offers a unique contribution to
the extant literature by exploring the sustainable banking landscape in SSA. It evaluates the level
of sustainable banking performance and financial outcomes, investigates the relationship between
institutional pressures and sustainable banking performance, and examines the extent of banks'
involvement with the SDGs, including the motivations for and barriers to their involvement.

To evaluate sustainable banking performance, Paper 1 used a comprehensive framework
comprising forty-four (44) indicators across six (6) main categories, including products, services,
processes, and policies. The study employed a sample of ninety-nine (99) banks, categorized by
region, bank type, and stock listing status, to explore performance variations. A four-stage ranking
methodology was used to assess and compare bank performance. The results showed that most
banks are at the initial and growth stages of sustainable banking adoption, with an emphasis on the
social and ethical dimensions of sustainability. These findings align with other sustainable banking
benchmarking studies in developed economies (La Torre et al., 2024) and developing economies
(Gaba & Sharma, 2024; Kumar & Prakash, 2019; Mishra & Sant, 2023). Comparing across bank
categories revealed notable performance differences, with banks operating in Southern Africa,

PABs, and listed banks ranking higher than their counterparts. These findings demonstrate the
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need for context-specific regulatory interventions that consider firm-level characteristics such as
bank type, financial capacity, and ownership structure, rather than a one-size-fits-all approach. The
study also examined the relationship between sustainable banking performance and financial
performance, measured by financial accounting indicators and grounded in good management
theory. Using regression analysis, the study found a positive association between sustainable
banking performance and financial performance, thereby confirming sustainable banking as a
value-creation strategy rather than a trade-off in the region. Although the broader literature reports
inconclusive results on this relationship in both developed and developing regions, the consistency
of this finding with other limited studies in the region (Field, Adu, 2022; Siueia et al., 2019) adds
further support to the view that sustainability-oriented practices may improve financial outcomes
within the banking sector in SSA.

To investigate the relationship between institutional pressures and sustainable banking
performance, Paper 2 employed a quasi-experimental design with treatment and control group
countries, using a sample of seventy-four (74) banks in six (6) countries. The study also utilized
the institutional isomorphic framework as its lens to examine how coercive pressure (central bank
sustainability regulations), normative pressure (banking association guidelines), and mimetic
pressure (dominant foreign bank presence) drive sustainability performance at both aggregate and
disaggregate levels. The comparative analysis showed that banks in countries with coercive,
normative, and mimetic pressures outperformed those in the control group countries. Regression
analysis of the association between these three pressures and sustainable banking performance
found a positive and significant association, underscoring the importance of external factors in
promoting the integration of sustainability in the region. These findings align with other

comparative country studies in the Field (Martinez-Ferrero & Garcia-Sanchez, 2017; Oliveira et
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al., 2019) and single-country studies in the Field (Alshbili & Elamer, 2020; Bose et al., 2018) in
other regions and sectors. Furthermore, coercive pressure showed the strongest association with
sustainable banking performance, underscoring the role of regulatory interventions in driving
sustainable behaviour among banks in SSA.

Finally, to examine banks’ SDG involvement in SSA, Paper 3 adopted an explanatory
sequential mixed-methods design underpinned by legitimacy and corporate sustainability theories.
The quantitative phase analysed sixty-one (61) banks across six (6) countries using content
analysis, followed by a qualitative phase comprising interviews with fourteen (14) banks in five
(5) countries. The findings reveal low depth of SDG involvement, consistent with other SDG
studies in the banking sector (Avrampou et al., 2019; Chagas et al., 2022; Cosma et al., 2020), but
higher breadth of engagement and awareness, suggesting growing interest and scope for deeper
contributions. The study found significant differences in SDG involvement scores, with banks in
Southern Africa, PABs or regional banks, and listed banks performing better than their
counterparts. The prioritized SDGs identified include SDGs 13, 8, 5, 4 and 3, which align with the
core business of banks and are associated with addressing societal goals, thus confirming the
applicability of both legitimacy and corporate sustainability theories. Some of the prioritized
SDGs, particularly 13 and 8, were consistent with findings in other banking studies (Avrampou et
al., 2019; Gambetta et al., 2021; Kulinska-Sadtocha, 2024) and grey literature (UNEP FI, 2023),
indicating a strategic business alignment approach to SDG involvement by the banking sector. The
study’s findings indicated that drivers of SDG involvement include the desire of banks to make a
positive impact, the perception that it is good for business, and responses to regulatory and
stakeholder pressures. The study also identified several challenges, including resource constraints,

lack of awareness, limited commitment from senior management, and misalignment of efforts, as
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barriers to stronger SDG alignment by the banking sector in the region. The study offered
managerial and policy recommendations that could harness the full potential of banks to increase
their current contributions towards advancing the SDGs in the region.

A synthesis of the findings across the three studies revealed several insights worth highlighting.
For instance, Papers 1 and 3 used the same set of countries and conducted comparative analyses
across the same bank categories. Results showed consistent performance patterns, with PABs and
listed banks outperforming their counterparts in both sustainable banking adoption and SDG
engagement, reflecting strategic legitimacy-seeking behaviour and resource advantages that these
banks often possess, thereby enabling deeper sustainability integration. However, a notable
divergence emerged at the regional level of analysis. Whereas banks in West Africa had the highest
SBP score (0.333) in the first study, almost identical to Southern Africa (0.332), they had the
lowest SDG involvement score (0.201) in the third study, despite central bank-led sustainable
banking regulations in both West African countries. In contrast, East Africa, which had the lowest
SBP score (0.228), ranked second in SDG involvement (0.311). Another interesting observation
emerged when synthesizing the findings in Papers 2 and 3. While Paper 2 found that coercive
pressure, measured by central bank sustainability regulations, had the strongest association with
sustainable banking performance, the qualitative findings in Paper 3 revealed regulatory pressure
as the third driver of SDG involvement. Together, these observations suggest that although
regulatory interventions provide a good starting point for advancing sustainability integration, they
may not fully translate into deeper SDG engagement unless they are well embedded in regulatory
frameworks and actively enforced. In contrast, legitimacy-seeking motives and strategic business
alignment may foster more meaningful engagement with global developmental agendas such as

the SDGs.
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5.1. Contribution to Academic Theories

This dissertation makes several unique contributions to good management theory, institutional
theory, legitimacy theory, and corporate sustainability theory. For instance, Paper 1 advances
theory by applying good management theory (Waddock & Graves, 1997b) to the study of
sustainable banking performance and financial outcomes in SSA, a context that has received no
direct attention from this theory. While prior studies on sustainable banking and financial
outcomes in SSA have applied stakeholder theory (Siueia et al., 2019) and other multi-theoretical
frameworks comprising stakeholder, institutional, agency, and resource dependency theories
(Adu, 2022), this study demonstrates that integrating sustainability is an aspect of good
management practice, which can be viewed as an intangible resource, and that it yields positive
financial outcomes in SSA. This theory positions internal management quality and strategic
competitive advantage as integral factors in explaining the sustainability and financial performance
linkage. Although this theory has been applied in a few studies on CSR and sustainable banking
globally (Surroca et al., 2010; Waddock & Graves, 1997b; Weber, 2017; Weber & Chowdury,
2020), it remains underutilized in sustainable banking research globally. Thus, applying this theory
complements externally driven theories, broadens the theoretical base of the sustainable banking
literature, and highlights the role of internal capabilities in sustainability and financial outcomes
in the sector.

Paper 2 contributes to institutional theory by empirically testing the distinct relationships
between coercive, normative, and mimetic pressures and the sustainability performance of banks
in SSA. This focus is novel, as prior studies applying the institutional isomorphic framework have
focused on other sectors rather than the banking sector exclusively (Amoako et al., 2021; Welbeck,

2017), with mixed results. The study adopts a cross-country quasi-experimental design, using
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country-level proxies to represent coercive (central bank sustainability regulations), normative
(banking association guidelines), and mimetic (dominant foreign bank presence) institutional
pressures, and comparing treatment and control countries accordingly. This innovative approach
not only deepens understanding of how institutional environments can shape sustainability in the
banking sector in SSA but also responds to calls for more comparative research in institutional
theory (Jackson & Apostolakou, 2010; Moufty et al., 2024). The finding that all three pressures
are positively associated with sustainable banking performance complements results from similar
sustainable banking studies in other regions (Bose et al., 2018), demonstrating the real-world
relevance of this theory. Finally, the identification of coercive pressures as having the strongest
association provides empirical support for the potential effectiveness of regulatory interventions
in promoting sustainability integration in developing countries, which are often characterized by
institutional fragility and weak enforcement capacity.

Paper 3 contributes to both legitimacy and corporate sustainability theories in various ways.
First, the results of the SDG performance measured by the depth of involvement demonstrate that
listed banks and PABs are the highest performers, confirming the legitimacy-seeking behaviour of
banks in addressing the SDGs. Moreover, the prioritization of socially oriented SDGs like
education and good health and well-being confirms that banks in SSA generally engage with the
SDGs to increase their strategic and institutional legitimacy(Palazzo & Scherer, 2006; Suchman,
1995) with their stakeholders. Finally, the qualitative findings of the study confirm the presence
of legitimacy theory in SSA as banks are motivated to address the SDGs to make a positive impact
in the society they operate, respond to regulatory and stakeholder pressure and select SDGs that
align with national priorities. On the other hand, the study also confirms the real-world

applicability of corporate sustainability theory as banks prioritize SDGs that have direct or indirect
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impact on their core business, including SDG 13 and 8. Similarly, the qualitative findings on the
drivers and selection approach reveal that banks in SSA adopt a strategic approach to engaging
with the SDGs by selecting those relevant to their business and participating in this global
development agenda because of their potential benefits. These findings contribute to both
legitimacy and corporate sustainability theory and align with similar studies conducted in other
sectors and broader global contexts, using both theoretical lenses (ElAlfy et al., 2020).
Specifically, the combined application of the two theories to explore banks’ engagement with the
SDGs represents a novel theoretical approach within both the banking sector and the SSA context.

This dual theoretical lens offers a more nuanced and integrated understanding of the degree of
SDG alignment in the region’s financial sector. Existing studies in Africa have typically focused
on broader sets of industries and drawn primarily on institutional, legitimacy, or stakeholder
theories, with little attention to the banking sector or the use of corporate sustainability theory,

further underscoring the distinctiveness of this study’s theoretical and sectoral focus.

5.2. Contribution to Knowledge

This dissertation makes several contributions to knowledge, particularly in relation to
sustainable banking, SDG alignment, and corporate sustainability in underexplored contexts. First,
given the growing academic interest in corporate sustainability, particularly sustainable banking,
this study contributes to the extant scholarship by offering empirical insights from SSA, a region
that remains significantly under-researched. Most studies on sustainable banking have focused on
other regions, while the limited research on SSA tends to concentrate on single-country contexts,
prioritize financial outcomes over holistic assessments, or rely on non-comprehensive frameworks

to measure sustainability performance. Given that context matters in studying real-world issues
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like sustainability, it is essential to explore this phenomenon in the African region, which is most
affected by many of the sustainability challenges.

Secondly, the study contributes to knowledge by deepening understanding of sustainability
integration in the banking sector in SSA, a critical yet understudied economic player in the region’s
development landscape. In advancing sector-specific knowledge, this study moves beyond the
binary classification of banks as local or foreign, common in existing African banking literature.
Instead, it adopts a more nuanced typology that reflects the region’s unique foreign bank structure
by distinguishing among local banks, PABs, and international banks. This approach recognizes
the evolving structure of SSA’s banking sector, particularly following the 2008 financial crisis,
which led to the exit of global banks and paved the way for PABs to expand their footprint and
influence. While this classification has been applied in prior studies assessing financial inclusion
and banking efficiency, this study is among the first to apply it to sustainability performance and
SDG engagement. Additionally, the study examined stock listing status and regional groupings,
two underexplored characteristics that yielded significant insights into the sustainable banking
landscape in the region. Collectively, these contributions provide a more context-oriented and
structurally informed understanding of how different types of banks in SSA engage with the
sustainability agenda.

Third, the study advances knowledge through innovative methodological approaches. The use
of a 44-indicator SBP framework, encompassing sustainable banking products and services,
environmental management, social development, internal socio-ethical conduct, sustainability
code of conduct and reporting, and sustainability governance, provides a more inclusive and
context-relevant assessment than prior studies in the region. Additionally, the application of a four-

stage ranking methodology enables consistent benchmarking across banks, offering a clearer
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picture of performance levels. The adoption of a quasi-experimental research design, using
country-level proxies to construct treatment and control groups, offers a novel way to assess the
influence of institutional environments on sustainability behaviour. Finally, the use of a mixed-
methods research design, which combines content analysis and interviews, generates deeper
insight into both the quantitative performance and the motivations and challenges behind it. Taken
together, these approaches contribute to methodological development in the study of corporate
sustainability in emerging markets and provide tools that future researchers can adapt to similar
contexts.

Finally, the dissertation contributes to knowledge by applying a multi-theoretical framework to
explore the landscape of sustainable banking in SSA. Each of the three studies was grounded in a
distinct theoretical lens: good management theory (Paper 1), institutional theory (Paper 2), and
legitimacy theory in combination with corporate sustainability theory (Paper 3). This pluralistic
approach captured the complex, layered nature of sustainability integration in SSA’s banking
sector, spanning financial outcomes, institutional influences, and the rationale and approach to
SDG involvement. By integrating these theoretical perspectives across different empirical
inquiries, the study responds to calls in the sustainability and CSR literature for more contextually

grounded, multi-theoretical analyses.
5.3. Contribution to Practice — Policy and Managerial Implications

The three studies that make up this dissertation offer practical insights that are relevant to both
policymakers and financial institutions in SSA.

5.3.1. Central Banks/Banking Regulators

First, the findings highlight the importance of regulatory frameworks in advancing sustainable

banking adoption in the region. The empirical evidence, particularly from Paper 2, confirms the
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positive influence of central bank regulations on banks' sustainability performance. This validates
the ongoing rollout of sustainable banking and finance regulations by central banks in other
countries in the region. However, such regulations should be agile and context-driven, recognizing
the diversity in institutional capacity and bank typologies, as a one-size-fits-all approach may limit
effectiveness. This can be achieved through a tiered or phased regulatory model with graduated
compliance requirements based on factors such as size, listing status, or cross-border operations.
Since banks tend to be responsive to regulatory expectations, embedding the SDG framework
explicitly into sustainable banking regulations could help accelerate their much-needed
involvement in achieving the goals. Central banks can further support implementation by offering
capacity-building initiatives targeted at underperforming or smaller banks that may lack the
technical expertise, resources, or internal structures. This would help level the playing field,
ensuring that sustainability integration is not limited to larger or better-resourced banks.
Additionally, central banks can involve banking associations and other sector stakeholders in co-
designing these regulatory frameworks to ensure relevance and buy-in.

Furthermore, central banks can leverage existing structures, such as the Association of African
Central Banks (AACB), to create a shared learning platform where countries that have successfully
rolled out sustainability frameworks can offer advice and support, or even go a step further by
designing minimum standards applicable to all member countries.

Secondly, although the results of the sustainability performance evaluation demonstrate
progress toward sustainability integration, primarily through internal ethics and social
contributions, the findings reveal significant gaps in financing sustainable development, as
evidenced by the limited rollout of sustainable banking products and services. To address this,

central banks can play a proactive role by creating a more enabling environment for banks. These
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could include initiatives such as credit-loss guarantee schemes for financing high-risk sectors,
discounted central bank funding for sustainability financing, a green lending quota, and reductions
in capital adequacy ratios and cash reserve requirements to increase the availability of capital for
such projects. For these initiatives to be effective, there is a need for a clear, sustainable finance
taxonomy, a sustainability disclosure framework, and effective data systems to monitor, track and

measure impact.

5.3.2. Banking Associations

The study revealed that normative pressures, such as industry associations, significantly
influence the promotion of sustainable banking behaviour, presenting an opportunity for banking
associations to strengthen their role in advancing sustainability across member banks. Similar to
the growing momentum behind central bank-led regulations, banking associations are increasingly
developing sustainable banking and finance guidelines for their members. These guidelines should
similarly embed the SDG framework to enhance awareness and further increase SDG engagement.
Banking associations are uniquely positioned within the sector. They can provide a platform for
knowledge sharing, coordinate voluntary initiatives, and promote soft enforcement mechanisms
such as codes of conduct, reporting templates, and shared sustainability commitments. They can
also influence the development of regulatory and policy frameworks through active engagement
with central banks and other regulatory bodies, thereby serving as a collective voice for banks'
interests. This would not only help shape more practical and responsive sustainability regulations
but also facilitate greater industry acceptance, which is key to the successful implementation and

effectiveness of these frameworks.
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5.3.3. Banking Institutions

Beyond regulatory and industry-led initiatives, banks have a pivotal role to play in advancing
sustainable development in the region. Although Paper 1 found a positive association between
sustainable banking performance and financial performance, a relationship further reinforced in
Paper 3, where several banks viewed SDG alignment as “good for business,” the overall low depth
of sustainability integration across all three papers highlights untapped opportunities.

First, banks should establish sustainability governance structures to set the tone at the top and
define clear risk appetites that guide sustainability practices across all operations. These structures
may include board-level oversight of sustainability issues through designated sub-board
committees and the establishment of dedicated sustainability units or teams with the right expertise
and adequate resources. In addition, banks should develop a comprehensive sustainable banking
and financing strategy that clearly outlines priorities, targets and capital allocation for
sustainability projects. Such strategic clarity would increase commitment from top management,
facilitate alignment across departments and enhance internal accountability for sustainability
outcomes.

Second, banks should integrate sustainability across all core banking products and services
rather than treating sustainable banking and finance as a niche activity. This entails incorporating
environmental and social criteria into credit risk management, trade finance, cash management,
and other banking services. Banks can set clear sustainability targets for existing financing
portfolios, including small and medium-sized enterprise (SME) lending, agribusiness, and
infrastructure financing, to ensure these segments contribute meaningfully to sustainable

development outcomes.
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To increase the current level of SDG involvement in SSA through SDG financing, individual
banks can take concrete steps to deepen SDG engagement by designing products and processes
that directly advance specific goals. For example, to increase support for SDG 5, banks can
establish women’s banking desks and develop gender-lens financing solutions, such as loan
products tailored to women-owned and women-led enterprises, or those that significantly improve
the lives of women and girls. Similarly, banks can contribute to SDG 7 (Affordable and Clean
Energy) and SDG 13 (Climate Action) by offering renewable energy financing schemes and other
climate mitigation and adaptation products, such as agricultural financing for climate-smart
practices. These funding mechanisms can be operationalized through blended finance structures
in partnership with development finance institutions such as the African Development Bank
(AfDB), African Guarantee Fund (AGF) and the International Finance Corporation (IFC), which
can provide concessional financing and credit guarantees to de-risk financing these sectors. Such
initiatives would not only contribute towards advancing the SDGs but also create new market
opportunities, enhance banking portfolio resilience and strengthen banks in SSA’s alignment with
global sustainability frameworks.

Furthermore, banks in SSA may consider blending their local sustainability expertise with
internationally recognized frameworks such as the GRI and TCFD (now embedded in IFRS S2),
as very few banks currently adopt them. By adopting these frameworks, banks can improve
transparency and visibility, which could attract international investment and build trust among
stakeholders. Finally, banks should invest in internal capacity building by raising awareness and
understanding of the importance of integrating sustainability and how staff can contribute to these
efforts. Concurrently, banks can draw on their advisory role to support clients in developing

bankable sustainability projects and guide them on meeting environmental and social risk
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management requirements that align with the bank’s credit standards, thereby improving project

quality and creditworthiness.

5.4. Limitations of the Study

While this dissertation highlights several unique theoretical, knowledge, practical, and policy-
related implications, it also has some limitations, which are discussed below.

Across all three manuscripts, the study focused only on Anglophone SSA countries due to the
language barrier. Given that context matters and that there are significant differences between
Anglophone and Francophone SSA countries across legal systems, financial systems and
institutional cultures, the findings may not apply to the entire SSA region, thereby requiring
cautious interpretation and generalization of the results.

For Paper 1, the study examined the link between sustainable banking and financial
performance using only the composite SBP score rather than the individual categories, which could
have produced different results not captured in the study. In addition, the use of one-year time lags
limited the ability to establish strong causal relationships and thus requires some caution in
interpreting the results. While relevant control variables were included, there may have been other
omitted variables that could provide further explanation of the observed relationships.

One of the main limitations in Paper 2 is the reliance on country-level context as a proxy for
measuring institutional pressures. Although this approach was necessary to support the quasi-
experimental design and enable meaningful cross-country comparisons, it may have excluded
other important variables that could provide a more nuanced understanding of how institutional
pressures are operationalized at the firm level. Additionally, the use of cross-sectional data may
not have allowed for a strong establishment of the causal relationships among the various

institutional environments. However, the use of a control group design helped enhance the study’s
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internal validity, thereby strengthening the credibility of the comparison of institutional pressures
across countries.

Finally, in Paper 3, the main limitation of the study was the selective inclusion of only banks
that explicitly addressed the SDGs in their non-financial report. While this was done to ensure
clarity and objectivity in the study, it resulted in a very small final sample, which again has
implications for the generalizability of the findings. In addition, the reliance on cross-sectional
data constrains the study’s ability to capture the longitudinal contribution of banks since the SDG

framework came into effect and was adopted by the sampled banks.

5.5. Future Research Direction

This dissertation has provided several contributions to the literature on sustainable banking,
with a focus on SSA. Nevertheless, the limitations identified across the three manuscripts provide
a starting point for future research to uncover new insights.

First, future studies could increase the sample size by including banks operating in francophone
SSA countries and across the wider African continent and conduct a comparative analysis to
explore nuanced findings from this study that would enhance understanding of the sustainable
banking landscape in Africa as a whole. Future comparative studies may also be conducted
between Africa and other emerging economies to explore differences, similarities, and best
practices that can inform policymaking and further test existing theories.

In addition, further research can extend the inquiry into the sustainability and financial
performance linkage by using the disaggregated components of the SBP framework, for example,
the rollout of sustainable banking products and services and financial indicators, to uncover new

and interesting patterns that could guide future policy and regulatory frameworks. Furthermore,
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future studies could examine the proportion of sustainable financing relative to traditional
financing among high-performing banks.

Third, future longitudinal studies addressing similar research questions in this dissertation
would be beneficial, providing stronger causal evidence and a clearer understanding of the long-
term impact of sustainable banking adoption in the region. In the same vein, future studies can use
alternative data collection methods, such as surveys and interviews, to investigate how the three
institutional isomorphic pressures manifest at the firm level.

Finally, further research on banks' SDG engagement could explore broader, indirect
contributions beyond explicit disclosures. Such studies could complement the present findings and

deepen understanding of the myriad ways banks support the SDGs in the region.

5.6. Reflections on Theoretical Debate

During my doctoral defence, a detailed discussion transpired around the distinction between
Good Management Theory (GMT) and Corporate Sustainability Theory (CST), both of which
informed different papers in this thesis. The examiners noted the conceptual similarities between
these theories, prompting me to reflect on their alignment and differences.

Good Management Theory, as posited by Waddock and Graves (1997), emphasizes the
instrumental link between effective management practices, such as sustainability and, in this case,
sustainable banking practices, and improved financial performance. It frames sustainability as a
component of good management quality that enhances stakeholder relations and competitive
advantage for organizations. On the other hand, Corporate Sustainability Theory, as espoused by
Dyllick and Hockerts (2002), adopts a broader, systems perspective, focusing on embedding
sustainability into corporate strategy to create long-term value across economic, social, and

environmental dimensions over the short, medium, and long term. While both theories advocate
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proactive sustainability and stakeholder engagement, their primary orientations differ: Good
Management Theory is performance-oriented, while Corporate Sustainability Theory is systemic
and future-focused.

Upon further reflection, I recognize that Corporate Sustainability Theory can be viewed as a
subset of Good Management Theory, as sustainability practices constitute a contemporary
dimension of effective management. This perspective reinforces the coherence of my theoretical
choices and highlights how both theories converge on stakeholder engagement and the strategic
integration of sustainability. It also affirms the appropriateness of my multi-theoretical approach:
Good Management Theory provided a lens for explaining the positive relationship between
sustainable banking performance and banks’ financial performance, while Corporate
Sustainability Theory and Legitimacy Theory offered complementary perspectives on banks’
involvement with the SDGs in SSA. Ultimately, this discussion strengthened my appreciation for
theoretical pluralism and the need to articulate why specific lenses are chosen for different research

questions.

5.7. Final Words

This dissertation has examined the sustainable banking landscape in SSA through three
interrelated studies, each offering a distinct perspective on how banks engage with sustainability
practices and their related financial outcomes, respond to institutional pressures, and engage with
the SDGs. While the findings contribute to theoretical and practical insights into sustainability in
the banking sector, they also reflect an underlying reality: sustainable banking is pivotal to
economic resilience, social impact, and environmental integrity in the region.

Sub-Saharan Africa continues to face immense sustainable development challenges, yet it also

possesses substantial potential and opportunities to chart a sustainable development trajectory. The
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banking sector has begun to embrace sustainability, and this dissertation confirms this narrative by
providing evidence, insights, and recommendations that can augment scholarship and inspire the
much-needed action.

As sustainability expectations grow and regulatory environments evolve, it is hoped that the
insights from this study will stimulate continued progress, not only in evaluating sustainable
banking performance but, more importantly, in rethinking the role of banks in SSA as essential
agents and partners in the sustainability agenda. Lastly, while this study may not have all the
answers, it affirms that sustainable banking is not an idealistic ambition but a pragmatic and

essential pathway for the SSA banking sector.
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Appendices

Appendix A
Table A1
Sustainable banking performance framework
Range
Sustainable Banking of Maximum
Performance Category # Indicator score  Score
1. Sustainable Banking Products
and Services
1 Sustainability linked bond 0-4
2 Sustainability linked loan 0-4
3 Sustainable Finance 0-4
4  Other Sustainable financial products 0-4
5 Green Bond 0-4
6  Green loans/financing 0-4
7  Green Microfinance 0-4
8 Climate Financing 0-4
9 Social Bond 0-4
10 Social Loans 0-4
11 Social Microfinance 0-4
12 Mobile/Digital loans 0-4
13 Financial Inclusion 0-4
14 Financial Literacy and Advisory 0-4
15 Sustainability advisory/advocacy
services 0-4 60
2. Environmental Management
16 Environmental policy/framework 0-1
Certified environmental management
17 system 0-1
Sector-specific guidelines and
18 exclusion/exceptions list 0-1
19  Environmental credit risk assessment 0-4
20 Internal environmental management 0-4
Acknowledgement of climate change in
21 reporting 0-1
22 Net Zero commitment in reporting 0-4 16
3. Social Development
23 Social policy/framework 0-1
24 Community involvement and investment
programs 0-4
25 Women economic empowerment 0-4
26 Certified Social management system 0-1
27  Social credit risk assessment 0-4 14

4. Internal Socio-ethical Conduct
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5. Sustainability Code of
Conduct and Reporting

6. Sustainability Governance

Total

28
29
30
31
32
33
34
35
36

37
38

39
40
41

42

43
44

Policy/Statement concerning human
rights

Policy /Statement on business ethics

Policy/statement on labour practices
Policy/Statement on Gender, equity,

inclusion, diversity

Sustainability reporting

Inclusion of sustainability materiality
analysis in reporting
Reporting in line with GRI standards/
Member of GRI

Independent/ Limited assurance on
sustainability report

Signatory to/Adherence to Equator
Principles

IFC performance standards
Adherence/Signatory to UN Global
Compact principles

Signatory/ Adherence to UNEP-FI/PRB
Member of Net Zero Banking Alliance
Supporter /alignment with the TCFD

Sustainability Oversight at
Board/Executive level
Sustainability/ESG
department/team/unit

Sustainability policy/framework/plan
44 Indicators

0-1
0-1
0-1
0-1
0-1

0-1
0-1
0-1

0-1

0-1
0-1

13

110
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Appendix B

Table B1

Description of SDG depth of involvement scoring methodology

Score

Description

Examples

0
1

No SDG information disclosed
Respective SDG is mentioned

Strategy around specific SDG is discussed qualitatively

Quantitative data is included to support the qualitative
description for the specific goal

Target/benchmark for that goal is discussed and provided both
qualitatively and quantitatively

SDG target is mentioned in addition to score 4 above)

All scores increase by 1 if the bank includes the SDG targets in
their reporting

None

As a strategy, CBG’s CSR focuses on three
(3) thematic areas in line with four (4) of the
Sustainable Development Goals (SDG’s):
Health (SDG 3), Quality Education (SDG 4)
and Community and Employee Engagement
(Goal 11 and 17). (Consolidated Bank of
Ghana Annual Report 2022, p. 13)

SDG 12: Encourage the responsible and
efficient use of resources through the Bank’s
operations. * Implementing waste reduction
strategies by establishing recycling programs,
eliminating single-use plastics, and promoting
paperless transactions and communications
(Co-operative Bank Kenya Integrated Report
2022, p.76)

SDG 2: In 2022, we provided support for
Agriculture in seeds and equipment funding to
the tune of N43.2 billion (First Bank Nigeria
Sustainability Report 2022, pp 59)

SDG 5: We scored 26.41 out of 25 for
empowerment financing and enterprise
development. A 12-month programme to
provide business skills and development
support to 100 women-owned businesses. The
programme launched in August 2021 with 74
women. To date a total of 115 women-owned
businesses have been enrolled (Stanbic South
Africa Sustainability Report, pp. 21,23)

SDG 5 Target: We support UN SDG 5.5:
Ensure women’s full and effective
participation and equal opportunities for
leadership at all levels of decision-making in
political, economic and public life. We are
committed to advancing the empowerment of
women in the group and in our marketplaces.
This commitment is reflected in our targets for
representation of women, on our boards and in
executive and senior management positions
(Stanbic Group ESG Report 2022, p.50)
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Appendix C

Semi-structured interview guide

1.
2.
3.

10.

11

12.
13.

Can you briefly explain your role in the bank?

Briefly explain what the Sustainable Development Goals (SDGs) mean to your bank?
Who is responsible for setting the strategy around your bank’s involvement with the
SDGs?

How would you describe your bank’s level of involvement with the SDGs?

What are the motivating factors and drivers promoting your bank’s involvement with the
SDGs?

How does your bank select the SDGs to engage with?

To what degree are the SDGs leveraged in decision-making and/or establishing the bank's
KPIs, if at all?

What indicators and metrics does the bank use to assess its performance in relation to the
SDGs?

According to the quantitative phase of the study, the results indicated that SDG 13, 8, 5, 3
and 4 (in descending order of priority) seemed to be the most prioritized amongst the
banks operating in the sampled Sub-Saharan Africa (SSA) countries. Does that align with
your priority SDGs (if applicable)? What are your thoughts about these results?

How does your bank disclose its involvement with the SDGs (e.g. annual report,
sustainability reports, websites, etc.)

. What do you think are the main challenges faced by banks operating in SSA in their

pursuit of contributing to the SDGs?

How do you think these challenges can be overcome?

Are there any additional insights you would like to provide on how you think that
commercial banks in SSA can further engage in the SDGs?
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