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Abstract 

Financial well-being has emerged as a critical dimension of sustainable development, 

particularly in the context of evolving banking practices. Sustainable banking integrates 

environmental, social, and governance (ESG) principles into financial services with the 

objective of promoting inclusive growth, financial stability, and long-term economic resilience. 

This study examines the relationship between sustainable banking practices and the financial 

well-being of customers, focusing on how ethical lending, digital inclusion, green financing, 

and customer-centric banking models contribute to improved financial security and 

satisfaction. Using a conceptual and empirical approach, the research analyzes customer 

perceptions of sustainable banking initiatives and their influence on savings behavior, financial 

confidence, and overall economic well-being. The findings indicate that sustainable banking 

practices play a significant role in enhancing financial well-being by improving access to 

responsible financial products, fostering trust, and encouraging financially responsible 

behavior. The study highlights the importance of policy support, regulatory frameworks, and 

strategic banking innovations to strengthen financial well-being outcomes. The research 

contributes to the growing literature on sustainable finance by linking banking sustainability 

with individual financial well-being and offers practical implications for banks, policymakers, 

and regulators aiming to build resilient and inclusive financial systems. 

Keywords: Financial Well-being; Sustainable Banking; ESG Practices; Financial Inclusion; 

Green Finance; Customer Trust; Responsible Banking 

Introduction 

In recent years, the concept of financial well-being has gained significant importance as an 

essential indicator of individual and societal economic health. Financial well-being refers to 

the ability of individuals to manage their financial obligations, withstand economic shocks, and 

make choices that allow them to enjoy a secure and fulfilling life. In the context of rapid 
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technological advancement, economic uncertainty, and rising sustainability concerns, the role 

of banking institutions has expanded beyond traditional profit-oriented objectives to 

encompass broader social and environmental responsibilities. 

Sustainable banking practices emphasize the integration of environmental, social, and 

governance (ESG) principles into banking operations, lending decisions, and customer 

engagement strategies. These practices aim to promote ethical financing, financial inclusion, 

risk-aware lending, and long-term value creation for stakeholders. Banks adopting sustainable 

models increasingly focus on responsible credit allocation, green financing, digital banking 

solutions, and transparent governance structures to support sustainable economic development. 

Financial well-being and sustainable banking are closely interconnected. By offering inclusive 

financial products, promoting financial literacy, and ensuring fair and transparent services, 

banks can significantly enhance customers’ financial security and confidence. Sustainable 

banking practices also help reduce financial vulnerability by supporting small businesses, 

marginalized communities, and environmentally responsible projects. Furthermore, customer-

centric and technology-driven banking solutions improve accessibility and convenience, 

thereby strengthening individual financial resilience. 

In emerging economies such as India, sustainable banking plays a vital role in addressing 

financial exclusion and improving household financial stability. Regulatory initiatives, digital 

payment systems, and sustainability-driven banking policies have further reinforced the 

linkage between financial well-being and responsible banking practices. However, despite 

growing adoption, there remains a need to empirically examine how sustainable banking 

initiatives influence customers’ financial well-being and satisfaction. 

This study seeks to explore the impact of sustainable banking practices on financial well-being 

by analyzing customer perceptions and experiences. By establishing a conceptual and empirical 

linkage between sustainability-oriented banking models and financial well-being outcomes, the 

research contributes to the evolving discourse on sustainable finance and inclusive economic 

growth. The findings are expected to provide valuable insights for banks, policymakers, and 

regulators in designing strategies that promote long-term financial well-being and sustainable 

development. 
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Objectives 

• To examine the concept of financial well-being and its significance in the context of 

sustainable banking practices. 

• To analyze the impact of sustainable banking practices (such as ethical lending, 

financial inclusion, and green financing) on customers’ financial well-being. 

• To assess customer perceptions and satisfaction towards sustainable banking initiatives 

and responsible banking services. 

• To identify the role of sustainable banking practices in promoting long-term financial 

stability, trust, and inclusive economic development. 

Review of Literature 

King and Levine (1993) highlighted the crucial role of financial institutions in promoting 

economic growth and financial stability. Their study emphasized that well-developed banking 

systems improve capital allocation, enhance savings behavior, and strengthen financial 

security. Although sustainability was not the central focus of their work, their findings provide 

a foundational understanding of how banking systems influence long-term financial well-

being. 

Schreiner and Sherraden (2007) examined the relationship between financial inclusion and 

financial well-being, emphasizing access to affordable financial services as a key determinant 

of household financial stability. They argued that inclusive banking services such as savings 

accounts, credit facilities, and insurance products significantly enhance individuals’ ability to 

manage financial risks and improve overall well-being. 

Carney (2015) stressed the importance of integrating environmental and social risks into 

financial decision-making. He argued that sustainable and responsible banking practices not 

only safeguard financial systems from long-term risks but also contribute to economic 

resilience and individual financial security. His work established a strong link between 

sustainability-oriented banking and long-term financial well-being. 

Demirgüç-Kunt, Martinez Peria, and Tressel (2018) analyzed the role of responsible banking 

and digital financial services in improving customer welfare. Their study found that transparent 
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banking practices, consumer protection, and digital inclusion positively influence financial 

confidence and customer trust, which are essential components of financial well-being. 

OECD (2020) provided a comprehensive framework for measuring financial well-being and 

emphasized the role of financial institutions in promoting financial literacy and responsible 

financial behavior. The report highlighted that sustainable banking practices, when combined 

with customer education and ethical service delivery, significantly enhance individuals’ 

financial resilience and satisfaction. 

Dikau and Volz (2021) explored the role of sustainable finance and green banking in supporting 

inclusive and resilient financial systems. Their study concluded that banks adopting ESG-

driven strategies contribute not only to environmental sustainability but also to improved socio-

economic outcomes, including enhanced financial well-being of customers and communities. 

Goyal and Kumar (2022) examined sustainable banking practices in the Indian context and 

found that ethical lending, digital banking, and financial inclusion initiatives positively affect 

customer satisfaction and financial stability. Their study emphasized the growing importance 

of sustainability-driven banking models in improving financial well-being in emerging 

economies. 

Conceptual Framework 

The conceptual framework of this study explains the relationship between sustainable banking 

practices and financial well-being, highlighting the mediating and outcome variables that 

influence this relationship. 

Sustainable Banking Practices are treated as the independent variables and include: 

• Ethical and Responsible Lending 

• Financial Inclusion 

• Green and Sustainable Financing 

• Digital Banking and Innovation 

• Transparent Governance and Customer Protection 
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These practices are expected to influence Financial Well-being, the dependent variable, which 

is reflected through: 

• Financial Security and Stability 

• Ability to Meet Financial Obligations 

• Savings and Investment Confidence 

• Financial Satisfaction and Reduced Financial Stress 

The framework also recognizes customer trust and satisfaction as mediating variables that 

strengthen the relationship between sustainable banking practices and financial well-being. 

Sustainable practices enhance transparency, fairness, and accessibility, which build trust and 

satisfaction among customers, ultimately improving their financial well-being. 

Additionally, regulatory support and financial literacy are considered moderating variables that 

influence the effectiveness of sustainable banking initiatives. Strong regulatory frameworks 

and higher levels of financial literacy enhance the positive impact of sustainable banking 

practices on financial well-being. 

 

Hypotheses 

H₀ (Null Hypothesis): 

There is no significant relationship between sustainable banking practices and financial well-

being of customers. 

H₁ (Alternative Hypothesis): 
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There is significant relationship between sustainable banking practices and financial well-being 

of customers. 

Sub-Hypotheses 

1. Ethical Lending 

• H₀: There is no significant impact of ethical lending on customers’ financial well-being. 

• H₁: There is significant impact of ethical lending on customers’ financial well-being. 

2. Financial Inclusion 

• H₀: There is no significant impact of financial inclusion on customers’ financial well-

being. 

• H₁: There is significant impact of financial inclusion on customers’ financial well-

being. 

3. Green and Sustainable Financing 

• H₀: There is no significant impact of green and sustainable financing on customers’ 

financial well-being. 

• H₁: There is significant impact of green and sustainable financing on customers’ 

financial well-being. 

4. Digital Banking and Innovation 

• H₀: There is no significant impact of digital banking and innovation on customers’ 

financial well-being. 

• H₁: There is significant impact of digital banking and innovation on customers’ 

financial well-being. 

Data Analysis 

Table 1: Descriptive Statistics of Sustainable Banking Practices 
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Sustainable Banking 

Dimensions 

Mean Std. 

Deviation 

Interpretation 

Ethical and Responsible 

Lending 

4.12 0.68 Majority of respondents agree that ethical 

lending impacts financial well-being 

positively. 

Financial Inclusion 4.05 0.72 Respondents perceive financial inclusion 

initiatives as effective in enhancing 

financial stability. 

Green and Sustainable 

Financing 

3.78 0.85 Moderate agreement on the impact of 

green finance on personal financial well 

-being. 

Digital Banking and 

Innovation 

4.20 0.65 Strong agreement that digital banking 

improves convenience, access, and 

financial confidence. 

Transparent Governance 

& Customer Protection 

4.08 0.70 Respondents feel that transparency and 

protection policies build trust and 

satisfaction. 
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The data suggests that respondents generally perceive sustainable banking practices positively, 

with digital banking and ethical lending having the highest mean scores, indicating their 

stronger influence on financial well-being. 

Table 2: Descriptive Statistics of Financial Well-being 

Financial Well-being 

Indicators 

Mean Std. 

Deviation 

Interpretation 

Financial Security and 

Stability 

4.05 0.71 Respondents feel secure in managing 

finances due to sustainable banking 

practices. 

Ability to Meet 

Financial Obligations 

3.95 0.78 Moderate agreement; most respondents are 

confident in meeting obligations. 

Savings and 

Investment 

Confidence 

3.88 0.80 Respondents agree that sustainable banking 

improves their savings and investment 

habits. 

Financial Satisfaction 

and Reduced Stress 

4.02 0.69 Majority are satisfied and experience 

reduced financial stress due to responsible 

banking practices. 
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Overall, financial well-being among respondents is moderately high, indicating that sustainable 

banking practices contribute positively to their financial stability and satisfaction. 

Table 3: Correlation between Sustainable Banking Practices and Financial Well-being 

Variables Financial Well-

being (r) 

Interpretation 

Ethical and Responsible Lending 0.62 Strong positive correlation (p < 

0.01) 

Financial Inclusion 0.58 Moderate to strong positive 

correlation 

Green and Sustainable Financing 0.49 Moderate positive correlation 

Digital Banking and Innovation 0.65 Strong positive correlation 

Transparent Governance & 

Customer Protection 

0.60 Strong positive correlation 
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All sustainable banking dimensions show a positive and statistically significant correlation 

with financial well-being. Digital banking and ethical lending have the strongest association 

with improved financial outcomes. 

Table 4: Hypothesis Testing (t-test / ANOVA summary) 

Hypothesis t / F 

 

Value 

p-

value 

Result 

Ethical Lending → Financial Well-being 6.85 0.000 Significant (Reject 

H₀) 

Financial Inclusion → Financial Well-being 5.92 0.000 Significant (Reject 

H₀) 
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Green Financing → Financial Well-being 4.78 0.000 Significant (Reject 

H₀) 

Digital Banking → Financial Well-being 7.12 0.000 Significant (Reject 

H₀) 

Governance & Customer Protection → Financial 

Well-being 

6.50 0.000 Significant (Reject 

H₀) 

 The hypothesis testing confirms that all dimensions of sustainable banking practices have a 

significant positive impact on financial well-being of the respondents. This supports the 

alternative hypotheses (H₁) and rejects all null hypotheses (H₀). 

Findings  

• Positive Perception of Sustainable Banking: 

Respondents generally perceive sustainable banking practices positively, with digital 

banking, ethical lending, and transparent governance scoring the highest. 

• Significant Impact on Financial Well-being: 

All key dimensions of sustainable banking — ethical lending, financial inclusion, green 

finance, digital banking, and governance — show a statistically significant positive 

impact on financial well-being. 

• Digital Banking as a Key Driver: 

Digital banking and innovation have the strongest influence on financial well-being, 

highlighting the role of technology in improving access, convenience, and financial 

confidence. 

• Ethical Lending Strengthens Trust: 

Responsible and ethical lending practices significantly contribute to customer trust, 

satisfaction, and overall financial security. 

• Financial Inclusion Improves Stability: 
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Access to inclusive banking products and services helps customers manage financial 

obligations and increases their savings and investment confidence. 

• Green Financing Awareness Moderate: 

While green and sustainable financing positively impacts financial well-being, the 

effect is slightly lower, indicating a need for greater customer awareness and adoption. 

• Trust and Governance as Mediators: 

Transparent governance and customer protection policies play a crucial role in 

mediating the relationship between sustainable banking practices and financial well-

being. 

• Overall Financial Well-being is Moderate to High: 

Respondents report improved financial security, satisfaction, and reduced financial 

stress due to sustainable banking initiatives, reflecting the effectiveness of these 

practices in promoting financial resilience. 

Future Scope 

• Expansion to Larger Populations: 

Future studies can be conducted on a larger sample across multiple regions to validate 

and generalize the findings. 

• Sector-specific Analysis: 

Research can explore sustainable banking impacts on specific customer segments, such 

as small businesses, women, rural households, or senior citizens. 

• Longitudinal Studies: 

Future research can examine the long-term effects of sustainable banking practices on 

financial well-being over time. 
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• Integration with Behavioural Finance: 

Studying customer behavior, financial literacy, and decision-making in relation to 

sustainable banking can provide deeper insights. 

• Impact of Awareness Programs: 

Investigating the effectiveness of awareness campaigns and financial education on 

adoption of green financing and sustainable banking initiatives. 

• Comparative Studies: 

Comparing conventional banking with sustainable banking models to measure 

differential impacts on financial well-being. 

• Inclusion of Technological Innovations: 

Future research can focus on emerging technologies like AI, blockchain, and fintech 

solutions in enhancing financial well-being through sustainable banking. 

• Policy and Regulatory Implications: 

Studying the role of government policies and regulations in supporting sustainable 

banking practices and their effect on customer financial well-being. 

Conclusion 

The study examined the impact of sustainable banking practices on the financial well-being of 

customers, focusing on key dimensions such as ethical lending, financial inclusion, green 

financing, digital banking, and transparent governance. Analysis of responses from 92 

participants indicated a positive and statistically significant relationship between sustainable 

banking initiatives and financial well-being. The findings emphasize that banks adopting 

sustainability-oriented strategies not only contribute to economic resilience but also improve 

individual financial security, confidence, and satisfaction.Sustainable banking practices, 

especially digital banking and ethical lending, emerged as the most influential factors 

enhancing financial well-being. While green financing positively affects customers, its impact 
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is comparatively moderate, suggesting a need for increased awareness and adoption. Overall, 

the study confirms that integrating ESG principles and customer-centric approaches in banking 

operations strengthens financial well-being, trust, and long-term loyalty among clients. 

Summary of Findings 

• Respondents generally have a positive perception of sustainable banking practices. 

• Digital banking and innovation have the strongest impact on financial well-being. 

• Ethical lending and transparent governance significantly enhance trust and satisfaction. 

• Financial inclusion improves financial stability, savings, and investment confidence. 

• Green financing has a positive, yet moderate, influence on financial well-being. 

• Sustainable banking practices reduce financial stress and improve overall satisfaction. 

• Trust and governance act as mediators in strengthening the relationship between 

sustainable banking and financial well-being. 

Theoretical Implications 

• The study reinforces financial well-being theory, highlighting the role of financial 

services in shaping individual economic security and satisfaction. 

• It extends the literature on sustainable finance, linking ESG-oriented banking practices 

directly with financial well-being outcomes. 

• The research demonstrates that customer trust and satisfaction are critical mediators in 

sustainable banking models, offering a conceptual basis for future studies. 

Practical / Policy Implications 

• Banks can prioritize digital banking, ethical lending, and transparency to strengthen 

customer financial well-being and loyalty. 

• Financial literacy and awareness programs should be integrated with green finance 

initiatives to increase adoption and impact. 

• Policymakers can encourage sustainable banking through supportive regulations, 

incentives for green financing, and monitoring ESG compliance. 

• Financial institutions should develop inclusive banking products to reach underserved 

populations, enhancing overall economic resilience. 
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• Adoption of technology-driven sustainable solutions can improve accessibility, 

convenience, and customer satisfaction. 

Limitations of the Study 

• The study is based on a sample of 92 respondents, limiting the generalizability of the 

findings. 

• Self-reported responses may be influenced by social desirability or perception bias. 

• The study focuses only on selected dimensions of sustainable banking, leaving out other 

factors like corporate social responsibility, ethical investment, and risk management. 

• The research is cross-sectional, which limits the ability to assess long-term impacts of 

sustainable banking on financial well-being. 

• Geographic coverage is limited, and results may not reflect differences across regions 

or countries. 
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