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Abstract

The achievement of the United Nations’ Sustainable Development Goals (SDGs) requires
substantial financial support, institutional commitment, and inclusive economic strategies,
particularly in emerging economies like India. Indian banks, especially Public Sector Banks
(PSBs), play a crucial role in mobilizing financial resources and directing them toward
sustainable development initiatives. This study examines the role of Indian Public Sector Banks
in achieving the SDGs by analyzing their contribution to priority sector lending, financial
inclusion, green financing, social welfare schemes, and support for micro, small, and medium
enterprises (MSMEs). Using secondary data from annual reports, Reserve Bank of India
publications, and government policy documents, the study evaluates how PSBs align their
banking operations with key SDGs such as poverty reduction, quality education, gender
equality, affordable clean energy, and climate action. The findings reveal that PSBs
significantly contribute to SDG implementation through initiatives like Jan Dhan—Aadhaar—
Mobile (JAM) trinity, direct benefit transfers, renewable energy financing, and credit access
for underserved populations. However, challenges such as asset quality concerns, limited
adoption of advanced sustainability reporting, and regulatory constraints continue to affect
their effectiveness. The study concludes that strengthening policy frameworks, enhancing
digital banking capabilities, and promoting sustainable finance practices can further improve
the role of PSBs in achieving India’s SDG targets. This research provides valuable insights for
policymakers, banking professionals, and researchers on leveraging public sector banking to

support sustainable development in India.

Keywords: Public Sector Banks, Sustainable Development Goals (SDGs), Financial Inclusion,
Priority Sector Lending, Green Financing, Social Welfare Schemes, Micro, Small and Medium

Enterprises (MSMESs), India, Sustainable Finance, Digital Banking
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Introduction

Sustainable development has emerged as a global priority in response to growing economic
inequalities, environmental degradation, and social challenges. In 2015, the United Nations
adopted the 2030 Agenda for Sustainable Development, outlining 17 Sustainable Development
Goals (SDGs) aimed at promoting inclusive growth, social equity, and environmental
sustainability. Achieving these goals requires not only strong policy frameworks but also
effective financial systems capable of mobilizing and allocating resources toward sustainable
activities. In this context, the banking sector plays a critical role as a key intermediary in

channelling funds to priority sectors of the economy.

India, as one of the world’s fastest-growing emerging economies, faces unique development
challenges such as poverty alleviation, financial inclusion, infrastructure development, climate
change mitigation, and employment generation. Indian banks, particularly Public Sector Banks
(PSBs), have historically served as instruments of socio-economic development by supporting
government welfare schemes, priority sector lending, and inclusive banking initiatives. With
their extensive branch networks and large customer base, PSBs are strategically positioned to

support the implementation of SDGs at the grassroots level.

Public Sector Banks contribute to SDG achievement through various mechanisms, including
financial inclusion programs, credit support to agriculture and MSMEs, financing renewable
energy projects, and implementation of social security and direct benefit transfer schemes.
Initiatives such as the Pradhan Mantri Jan Dhan Yojana, Mudra Yojana, Stand-Up India, and
green financing policies highlight the growing alignment between banking activities and
sustainable development objectives. These efforts directly support SDGs related to poverty
reduction, decent work and economic growth, gender equality, industry and infrastructure

development, and climate action.

Despite their significant contribution, PSBs face several challenges in effectively integrating
sustainability into their operations. Issues such as non-performing assets (NPAs), capital
adequacy pressures, technological gaps, and limited sustainability reporting practices may
hinder their long-term impact on SDG achievement. Therefore, it is essential to critically
examine the role of Public Sector Banks in promoting sustainable development and assess the

effectiveness of their initiatives in aligning with national and global SDG targets.
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Against this background, the present study seeks to analyze the role of Indian Public Sector
Banks in achieving the Sustainable Development Goals. By examining policy initiatives,
lending patterns, and sustainability-oriented practices, the study aims to provide empirical
insights into how PSBs contribute to India’s sustainable development agenda and identify areas

for improvement to enhance their developmental impact.

Objectives of the Study

e To analyze the role of Indian Public Sector Banks in supporting the achievement of
Sustainable Development Goals (SDGs).

e To examine the contribution of Public Sector Banks toward financial inclusion, social
development, and inclusive economic growth in line with SDG objectives.

e To identify the challenges faced by Public Sector Banks in implementing sustainable

finance practices and to suggest measures for improving their effectiveness in achieving

SDGs.

Literature Review

King and Levine (1993) conducted one of the earliest and most influential studies examining
the relationship between financial development and economic growth. Their research
highlighted that a well-functioning banking system improves capital allocation, enhances
productivity, and supports long-term economic growth. Although the concept of Sustainable
Development Goals (SDGs) did not exist at the time, the study provides a strong theoretical
foundation for understanding how banks contribute to sustainable development by channeling

financial resources toward productive and socially beneficial activities.

Beck, Demirgii¢-Kunt, and Levine (2007) analyzed the role of financial inclusion in promoting
economic growth and reducing income inequality. Their findings revealed that access to
banking services, particularly for low-income and marginalized groups, significantly improves
opportunities for entrepreneurship, education, and employment. This study is highly relevant
to SDGs such as poverty eradication and reduced inequalities and emphasizes the importance
of public sector banks in expanding inclusive banking services in developing economies like

India.
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Rajan and Zingales (1998) explored how financial systems support industrial growth by
reducing information asymmetry and improving access to external finance. Their study
demonstrated that sectors more dependent on external finance grow faster in countries with
well-developed banking systems. This research supports the argument that public sector banks,
through priority sector lending and MSME financing, play a crucial role in achieving SDGs

related to decent work, industry innovation, and economic growth.

Chakraborty (2019) examined the impact of digital banking and FinTech adoption in Indian
banks, highlighting improvements in operational efficiency, customer outreach, and service
delivery. The study emphasized that digitalization reduces paperwork and transaction costs,
indirectly contributing to environmental sustainability. This research underscores how
technological initiatives in public sector banks support SDGs related to innovation,

infrastructure, and sustainable consumption.

Ghosh (2020) studied the role of Indian public sector banks in promoting financial inclusion
through government-sponsored schemes such as Pradhan Mantri Jan Dhan Yojana and Direct
Benefit Transfer programs. The findings indicated that PSBs have been instrumental in
extending banking services to unbanked populations, particularly in rural and semi-urban areas.
The study concludes that such initiatives significantly contribute to SDGs focused on poverty

reduction, social inclusion, and economic empowerment.

Bandyopadhyay and Mitra (2021) analyzed green financing initiatives undertaken by Indian
banks and their alignment with environmental sustainability goals. Their study found that while
public sector banks have started financing renewable energy and environmentally sustainable
projects, the scale of such financing remains limited compared to overall credit deployment.
The authors suggest stronger policy incentives and regulatory frameworks to enhance banks’

contribution to SDGs related to climate action and clean energy.

Reserve Bank of India (2022), in its reports on priority sector lending and sustainable finance,
emphasized the role of public sector banks in supporting agriculture, MSMESs, education, and
renewable energy. The RBI highlighted that regulatory guidelines and policy support have
encouraged banks to align lending practices with national development priorities. However,
the report also pointed out challenges such as asset quality issues and the need for improved

sustainability reporting mechanisms.
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Research Gap

¢ Limited empirical studies on PSBs and SDGs in India: While global studies have
examined the role of banks in economic growth and financial inclusion, few studies
focus specifically on how Indian Public Sector Banks (PSBs) contribute to the United
Nations’ Sustainable Development Goals.

e Insufficient evaluation of sustainability initiatives: Existing literature highlights
priority sector lending and financial inclusion but provides limited analysis of PSBs’
involvement in environmentally sustainable projects, green financing, and climate
action.

e Challenges in measuring impact: Most studies discuss schemes and policies
qualitatively, but there is a lack of quantitative or evidence-based assessments showing
the actual impact of PSBs on SDG achievement.

e Gap in addressing operational and regulatory challenges: Although PSBs play a
critical role in socio-economic development, studies rarely examine the operational
constraints, technological limitations, and regulatory barriers that may hinder effective
SDG implementation.

e Need for actionable recommendations: Current research provides limited guidance
on strategies or policy measures that can strengthen the role of PSBs in achieving SDGs,

particularly in the Indian context.

Research Questions

e What is the role of Indian Public Sector Banks in supporting the achievement of
Sustainable Development Goals?

e How do Public Sector Banks contribute to financial inclusion, social development, and
inclusive economic growth in line with SDG objectives?

e What are the challenges faced by Public Sector Banks in implementing sustainable
finance practices?

e How effective are government-led schemes implemented through PSBs in advancing
the SDGs?

e What measures can be taken to enhance the effectiveness of Public Sector Banks in

achieving India’s SDG targets?
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Conceptual Framework

1. Overview: The conceptual framework illustrates how Public Sector Banks (PSBs) in
India contribute to achieving the Sustainable Development Goals (SDGs). It highlights
the independent variables (banking activities and initiatives), the mediating variables
(financial inclusion, social and economic development), and the dependent variable
(SDG achievement). It also considers the challenges as moderating factors that may

influence the effectiveness of PSBs’ contribution.
Independent Variables (IV) — Banking Activities of PSBs

1. Priority Sector Lending (PSL): Loans provided to agriculture, MSMESs, education,
and housing sectors.

2. Financial Inclusion Initiatives: Programs like Jan Dhan Yojana, digital banking, and
direct benefit transfers.

3. Green Financing and Sustainable Projects: Loans for renewable energy, clean
technology, and environmental projects.

4. Government Scheme Implementation: PSBs’ role in schemes such as Mudra Yojana,

Stand-Up India, and welfare programs.
Mediating Variables

1. Economic Development: Growth in MSMEs, employment generation, and income
enhancement.

2. Social Development: Poverty reduction, education access, gender equality, and social
inclusion.

3. Environmental Sustainability: Adoption of green energy and eco-friendly projects

financed by PSBs.

Dependent Variable (DV)

e Achievement of SDGs in India: Measured through progress in poverty reduction,
financial inclusion, clean energy adoption, economic growth, and social welfare

indicators.
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Moderating/Control Variables

e Challenges in PSB Operations: Non-performing assets (NPAs), regulatory
constraints, technological limitations, and limited sustainability reporting, which can

affect the effectiveness of PSBs in contributing to SDGs.

Hypotheses

H1: Role of Banking Activities and SDG Achievement

e Null Hypothesis (H0): There is no significant relationship between the banking
activities of Public Sector Banks and the achievement of Sustainable Development
Goals in India.

e Alternative Hypothesis (H1): There is a significant relationship between the banking
activities of Public Sector Banks and the achievement of Sustainable Development

Goals in India.

H2: Financial Inclusion and Social Development

o Null Hypothesis (H0): There is no significant impact of financial inclusion initiatives
of Public Sector Banks on social and economic development in India.
o Alternative Hypothesis (H1): There is a significant impact of financial inclusion

initiatives of Public Sector Banks on social and economic development in India.

H3: Green Financing and Environmental Sustainability

o Null Hypothesis (H0): There is no significant effect of green financing and sustainable
project financing by Public Sector Banks on environmental sustainability in India.

e Alternative Hypothesis (H1): There is a significant effect of green financing and
sustainable project financing by Public Sector Banks on environmental sustainability

in India.

H4: Challenges and Effectiveness of PSBs

o Null Hypothesis (H0): There is no significant effect of operational challenges on the

effectiveness of Public Sector Banks in achieving SDGs.
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Data analysis and interpretation

on the effectiveness of Public Sector Banks in achieving SDGs.

Alternative Hypothesis (H1): There is a significant effect of operational challenges

Table 1: Data Analysis of Respondents’ Perception on Role of PSBs in Achieving SDGs

S.No

Statement

SA
(©))

A
C))

N
(&)

D
2

SD
0y

Total

Mean

Score

Interpretation

Public Sector Banks
contribute
significantly to

financial inclusion.

40

35

12

97

4.07

Agree

PSBs’ priority sector
lending supports
economic

development.

38

34

15

97

4.00

Agree

PSBs’ green
financing initiatives
promote
environmental

sustainability.

25

30

20

12

10

97

3.43

Neutral to

Agree

Government schemes
implemented through
PSBs improve social

development.

36

33

18

97

3.99

Agree

Operational
challenges of PSBs
affect them
effectiveness in

achieving SDGs.

30

28

20

12

97

3.61

Neutral to

Agree

Scoring Interpretation:
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e 4.50-5.00 — Strongly Agree

e 3.50-4.49 — Agree

e 2.50-3.49 — Neutral

e 1.50-2.49 — Disagree

e 1.00 - 1.49 — Strongly Disagree

Mean Scores of Perception on PSBs' Contribution to SDGs

Public Sector Banks contribute |

407
significantly to financial inclusion.

PSBs’ priority sector lending supports |

- 4.00
economic development.

Government schemes implemented through | 259
PSBs improve social development.

Operational challenges of PSBs affect | 361
their effectiveness in achieving SDGs.

PSBs’ green financing initiatives | 343
promote environmental sustainability.

0 1 2 3 4
Mean Score (Scale 1-5)

o Financial Inclusion: Respondents largely agree (Mean = 4.07) that PSBs contribute
significantly to financial inclusion, reflecting strong public perception of PSBs’ social
role.

e Priority Sector Lending: Respondents agree (Mean = 4.00) that PSBs’ lending to
priority sectors positively impacts economic growth and development.

e Green Financing: The mean score (3.43) indicates a neutral to slightly positive
perception of PSBs’ green financing initiatives, suggesting that awareness of
environmental sustainability efforts is moderate among respondents.

e Government Schemes: Implementation of social welfare schemes through PSBs is
perceived positively (Mean = 3.99), showing their contribution to social development

and SDQ@G achievement.
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e Operational Challenges: Respondents moderately agree (Mean = 3.61) that
operational challenges affect the effectiveness of PSBs in achieving SDGs, highlighting

potential areas for improvement.

Findings

1. Role in Financial Inclusion:

o The majority of respondents (Mean = 4.07) agree that PSBs play a significant
role in promoting financial inclusion through schemes like Jan Dhan Yojana
and digital banking initiatives.

o This indicates that PSBs are effectively reaching unbanked populations and
contributing to SDG 1 (No Poverty) and SDG 10 (Reduced Inequalities).

2. Priority Sector Lending and Economic Development:

o Respondents agree (Mean = 4.00) that PSBs’ lending to agriculture, MSMEs,
and housing sectors supports economic growth.

o This shows PSBs’ efforts align with SDG 8 (Decent Work and Economic
Growth) and SDG 9 (Industry, Innovation, and Infrastructure).

3. Green Financing and Environmental Sustainability:

o Awareness and perception of green financing initiatives were moderate (Mean
=3.43).

o This suggests that while PSBs are funding renewable energy and eco-friendly
projects, their environmental contributions are less visible to the public or
limited in scale.

o This relates to SDG 7 (Affordable and Clean Energy) and SDG 13 (Climate
Action).

4. Government Schemes and Social Development:

o Implementation of social welfare schemes through PSBs is positively perceived
(Mean = 3.99).

o PSBs effectively act as intermediaries for government programs, contributing
to SDG 1 (No Poverty), SDG 4 (Quality Education), and SDG 5 (Gender
Equality).

5. Operational Challenges:
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Respondents moderately agree (Mean = 3.61) that operational challenges,
including non-performing assets (NPAs), technological limitations, and
regulatory constraints, affect PSBs’ effectiveness.

This highlights areas where policy interventions and internal reforms are

necessary to strengthen SDG-related initiatives.

Solutions / Recommendations

1. Enhance Financial Inclusion Programs:

@)

Expand outreach through digital banking, mobile banking apps, and rural
branches to cover unbanked populations.
Conduct awareness campaigns to educate citizens about financial products and

government schemes.

2. Strengthen Priority Sector Lending:

@)

Provide tailored credit products for MSMEs and farmers with flexible
repayment options.
Monitor and evaluate the social and economic impact of lending to ensure

alignment with SDG objectives.

3. Promote Green Financing Initiatives:

o

Increase financing for renewable energy, waste management, and clean
technology projects.
Introduce public awareness programs about PSBs’ role in environmental

sustainability to improve perception.

4. Improve Government Scheme Implementation:

o

Streamline processes for direct benefit transfers and welfare schemes to reduce
delays and increase transparency.
Train bank staff to enhance customer service and scheme delivery, ensuring

maximum benefit to target populations.

5. Address Operational Challenges:

o

o

o

Reduce NPAs and strengthen internal governance to improve efficiency.
Invest in technology and digital infrastructure for better service delivery.
Encourage sustainability reporting and performance tracking to measure

contribution toward SDGs.
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Conclusion

Summary of Findings

This study examined the role of Indian Public Sector Banks (PSBs) in achieving the Sustainable

Development Goals (SDGs) based on responses from 97 respondents. The key findings are:

o Financial Inclusion: PSBs play a significant role in promoting financial inclusion
through schemes such as Pradhan Mantri Jan Dhan Yojana and digital banking
initiatives, contributing to poverty reduction and reduced inequalities (SDG 1 and SDG
10).

e Priority Sector Lending and Economic Development: PSBs’ lending to agriculture,
MSMEs, and housing sectors supports inclusive economic growth and industry
development, aligning with SDG 8 and SDG 9.

e Green Financing and Environmental Sustainability: Awareness and perception of
green financing initiatives are moderate, suggesting the need to enhance the scale and
visibility of environmentally sustainable projects (SDG 7 and SDG 13).

e Government Scheme Implementation: PSBs effectively deliver social welfare
schemes, supporting social development goals such as quality education, gender
equality, and poverty alleviation (SDG 1, SDG 4, SDG 5).

e Operational Challenges: Respondents highlighted that NPAs, regulatory constraints,
and technological limitations affect the overall effectiveness of PSBs in contributing to

SDGs.

Theoretical Implications

The study extends existing theories on the relationship between financial systems and
sustainable development by providing empirical evidence from India. It reinforces the
developmental role of public sector banks in channeling financial resources toward social,
economic, and environmental objectives. Additionally, it bridges a gap in the literature by
connecting banking operations directly with SDG achievement, which has been underexplored

in prior studies.

Practical / Policy Implications
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1. For Banks: PSBs need to strengthen green financing initiatives and digital banking
infrastructure to enhance outreach and sustainability impact.

2. For Policymakers: The government can formulate incentives for PSBs to prioritize
environmental and social development projects, as well as introduce regulatory reforms
to reduce operational inefficiencies.

3. For Stakeholders: The study highlights the importance of monitoring and reporting
SDG-related outcomes to ensure accountability and transparency in the banking sector.

Limitations

1. The study is based on 97 respondents, which limits generalizability across all PSBs in
India.

2. Responses are perception-based, relying on the views of customers or employees rather
than solely quantitative bank performance data.

3. The study focuses mainly on PSBs; private sector banks and cooperative banks are not
included.

4. Environmental sustainability assessment is limited due to lack of extensive data on

green financing projects.

Future Scope

1. Conduct larger-scale studies involving more respondents and multiple regions to
improve generalizability.

2. Include private and cooperative banks for comparative analysis of SDG contributions.

3. Perform longitudinal studies to measure the long-term impact of PSB initiatives on
SDG achievement.

4. Develop quantitative measures for environmental impact, such as CO: reduction or
renewable energy financing outcomes.

Recommendations

1. Enhance financial inclusion: Expand rural branches, digital banking, and awareness
campaigns.

2. Strengthen priority sector lending: Provide flexible credit for MSMEs and

agriculture with continuous monitoring of impact.
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3.

Promote green financing: Increase funding for renewable energy and eco-friendly
projects, with public awareness campaigns.

Improve government scheme implementation: Simplify procedures, improve
transparency, and train staff for better service delivery.

Address operational challenges: Reduce NPAs, invest in technology, and adopt

sustainability reporting frameworks.

Conclusion Statement:

In conclusion, Indian Public Sector Banks play a critical role in advancing financial inclusion,

social welfare, and economic development, thereby contributing to the achievement of SDGs.

While challenges remain in environmental sustainability and operational efficiency, strategic

interventions, policy support, and technological upgrades can significantly enhance the

capacity of PSBs to support India’s sustainable development agenda. This study provides both

theoretical insights and practical guidance for policymakers, banking professionals, and

researchers to strengthen the developmental role of banks in achieving the SDGs.
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