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support the transition to a low-carbon economy, but varying degrees of
adoption among financial institutions have been noted. This study aims
to understand the differences in the adoption of green banking by large
and small financial institutions. The literature studied shows that larger
banks tend to have more advanced sustainability strategies, better
governance, more advanced environmental risk management, and more
green loans when compared to small banks. The reasons for this are less
studied. The aim of this study is to synthesize 12 peer-reviewed studies
published from 2018 to 2026, 11 articles and 1 book chapter, and
organize the studies under the pillars of bank resources, governance and
stakeholder pressure, regulation and compliance, and bankable projects.
Two contributions are made. The first is a Capability, Pressure,
Opportunity (CPO) framework. A bank adopts green banking when the
pressure it faces, the opportunities for financeable green projects, and the
bank's adoption capability are aligned. These dimensions are distinct and
cannot be compensated for by others. This framework is grounded in
resource-based theory, institutions, and legitimacy and resource
dependence theory. The second is the separation of a transparency gap
(the difference in the level of sustainability disclosures by large and small
banks) from a performance gap (the difference in levels of green
financing and the incorporation of environmental risks in credit
decisions). Disclosure-based analysis further reinforces the perception of
a performance gap in banking, because green banking practices are more
evident than would otherwise be the case.
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Introduction

As economies move towards a low-carbon future, there are new and broadened expectations
for banks, beyond traditional intermediation. They are expected to introduce responsible
allocation of capital, pricing of environmental risks, and support for the overall economic
transition. Green banking is a response to this expectation. It comprises the inclusion of
environmental factors in credit and investment decisions, the assessment of environment-
related risks, the consideration of environmental factors in the development of banking
products, governance and banking services, and the operation of the bank. Early efforts were
largely devoted to eliminating paperwork and designing eco-friendly offices. More recently,
the scope of green banking has been enlarged to incorporate green credit, environmental due
diligence, sustainable investment, climate risk management, and sustainability disclosure
(Bukhari et al., 2020; Sharma & Choubey, 2022). Banks are crucial to this transition for a
number of reasons. First, banking investment directly or indirectly finances either high carbon-
intensive development or a shift to low carbon development through renewable energy and
cleaner production and greater resource efficiency. The interest in green banking and its impact
on firm-level environmental behaviors as well as wider sustainable development outcomes has
grown rapidly both in policy and academia (Bose et al., 2018; Sarma & Roy, 2021).

Sustainable finance has grown more institutionalized, but green banking adoption is still
uneven. One aspect of this unevenness has been studied much more than it has been explained.
We call it the bank-size gap. It refers to the systemic differences between large and small banks
regarding the adoption and institutionalization of green banking. Financial assets, staff,
technological infrastructure, and governance structures are more formal, and reporting is more
frequent at large banks. Large banks attract more scrutiny from regulators and” institutional
investors, clients and even civil society. As a result, large banks have a greater incentive to
create green banking products and climate change-related governance and to disclose
sustainability information. For smaller banks, the opposite is true. All of the systems, personnel
training, and sustainability data acquisitions, and the increased complexity of disclosure and
supervision add to their costs. This is especially true for smaller banks with constrained and
undiversified portfolios, and the resulting challenges to finding bankable green projects which
do not meet risk-return standards.

It has been well documented that larger companies report more on environmental issues, a point
this study will not dwell on. A voluminous literature on corporate disclosure relates firm size
to environmental reporting due to visibility, resource slack, and regulatory burden, and Bose et
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al. (2018) use institutional theory, corporate governance, and bank size to explain green
banking disclosure by Bangladeshi commercial banks. Akasumbawa et al. (2026) go one step
further and incorporate size as an explicit moderator of governance on Islamic green banking
disclosure. These studies demonstrate a strong correlation between size and what banks report.
However, these studies do not answer if the same correlation exists for what banks invest in or
how this correlation is explained.

This study will attempt to answer these questions in two ways. First, a framework for financing
green projects is posited based on three independent components: the bank’s capability, the
bank’s perceived pressure, and the density of bankable green projects within the bank’s
domain. The second attempts to unravel two entangled variables that are typically reported as
one. The visibility gap is the difference in sustainability disclosure and reporting between large
and small banks. The depth gap refers to the disparity in green financing and the integration of
environmental risks into credit assessment. Different factors affect each of these gaps, therefore
the two do not necessarily correlate, and a measure based on disclosure will capture the first
element, but not the second.

This is not just about the disparity in total assets. Size of organization is associated with
managerial ability and governance, the business model, exposure to regulation, relationships
with stakeholders and opportunities for green investments that can be used. Commitment of
upper management can actually create organizational responses to stakeholder pressure, and in
a resource constrained environment, this cannot be assured (Bukhari et al., 2022).

Regulations can also be both facilitating and constraining for similar reasons. There is a case
where first clear regulations are a strong incentive to adopt, because expectations are clear and
have a standard. However, compliance has high fixed costs and is a greater burden on smaller
organizations. This is especially the case in developing economies, where green taxonomies,
environmental information systems, and enforcement and green projects are segmented
(Chandran et al., 2025). Differences in adoption are better explained by how different internal
factors and external pressures of the institutions interplay in the business environment of green
financing.

The literature on green banking is growing rapidly but remains fragmented in four ways. One
way is the lack of integration of concepts. Studies typically apply stakeholder, institutional,
legitimacy, or governance or resource-based approaches, but do so independently and do not
try to understand how these approaches interact and create different sizes of banks. Empirical
studies are also fragmented by the banking system and region. Research tends to focus on
commercial and Islamic banks in some Asian and emerging markets, while examining other
banking systems such as cooperative banking, credit union, community banking, regional
banking, and smaller banking systems. Lack of a consistent terminology is a third challenge.
The terms green banking, sustainable banking, environmental finance, green finance, and
sustainable finance are used interchangeably which creates analysis confusion. Fragmentation
is also evident in the way impacts are measured. Implementation is measured by several
indicators which include levels of disclosure, operational practices, and green banking products
among others. This makes it unclear if the reported difference is a real change in the distribution
of capital compared to a difference in the level of reporting. Since most studies are either
conceptual or regional, knowledge about how bank size impacts the adoption of green banking
is still at an early stage.
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These restrictions go beyond what is published in scholarly literature. Many regulatory
frameworks set sector-wide sustainability goals, with little consideration for the diverse levels
of technology, finance, and organization among banks. Goals and regulations designed for the
large banks' resources will increase the challenges faced by small banks. Overly generous
exemptions will push small banks out of sustainable finance entirely. Taking size of banks as
a control variable also creates problems in research, where it conceals the mechanisms and
pathways through which participants reach the scale required for success. This approach
assumes the participant banks have adequate data systems and governance structures; diverse,
secure funding; and green projects that are bankable. Much of this case is complex to define
and answers are more qualitative in nature. For this case, a narrative review would be most
appropriate. It would allow for convergence of heterogenous conceptual, empirical, and policy-
derived evidence that are too disparate for typical synthesis, and structuring this evidence in a
more thematic manner will allow for the identification of gaps, clarify mechanisms for
sustaining the bank-size gap, and distinguish structural issues from those that can be resolved
by innovation, regulation that is appropriate for scale, shared services, and focused capacity
building.

The goal of this review is to analyze the disparities in the adoption of green banking practices
among large and small institutions. It integrates the literature in a conceptual way and looks at
organizational resources and technological readiness, governance and leadership, stakeholder
and regulatory pressures, compliance gaps, and bankability and business models. This review
employs a narrative synthesis and outlines three guiding questions instead of explicit
hypotheses. The first question focuses on the mechanisms used to explain the variation among
large versus small banks in terms of resources, governance, and leadership. The second
question focuses on how regulatory, institutional, and market conditions affect this variation.
The third question centers around the conceptual, methodological, and contextual limitations
of the existing literature and what they imply for future research, policy, and practice. The
review builds on and integrates the existing literature and frameworks and aims to clarify the
conceptual underpinnings of the bank size divide.

After presenting the review methodology and summarizing the literature to be reviewed, the
review provides the theoretical background and defines key constructs. The thematic analysis
will follow and provide a synthesis of the literature, and a critical analysis will provide an
appraisal of the literature. The theory, concepts, and methods will be integrated within a
framework, along with recommendations, and the review will be finalized with a conclusion
and a discussion of the limitations of the research.

Review Approach

This paper employs a narrative structure to integrate and interpret studies focused on the bank-
size gap in green banking adoption. Systematic reviews are designed to address narrow
questions through systematic and replicable research. Narrative reviews provide more
flexibility to incorporate different views, empirically based and conceptually based, in an area
that is still taking form (Baumeister & Leary, 1997; Green et al., 2006). The desired flexibility
may be appropriate in this case. Research on the adoption of green banking spans across several
banking and sustainable finance subdisciplines and combines environmental economics and
corporate governance as well as institutional theory. Therefore, a narrative approach is
appropriate to determine common research lines, identify gaps in concepts, and apply a needed
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theoretical perspective. The three main questions guide the synthesis and interpretation of the

literature and help focus the synthesis. They do not provide a systematic review framework.

Search Strategy and Selection

The Boolean search strategy used in this study is presented in the next section. As indicated in
the last section, the fourth part of the string shown below incorporates an explicit difference
term, making the search string restrictive by design. Studies that investigate size effects but do
not use this terminology will not come up in the search and the limitations presented in the

paper may apply.

("bank size" OR "financial institution" OR "banking sector" OR "credit union") AND ("green
banking" OR "sustainable banking" OR "eco-friendly banking" OR "environmental finance")
AND ("adoption" OR "implementation" OR "acceptance" OR "integration") AND ("gap" OR
"disparity" OR "difference" OR "variation").

This search includes studies on green banking that have been published between 2010 and 2026
since it is an area that started to develop in academia and policy around the same time. In this
case, twelve studies that were published between 2018 and 2026, were the only studies to meet
the criteria and were included in this review. The first couple of years of this search produced
no studies that were relevant to this review.

From hundreds of retrieved records, studies were selected that examined the adoption of green
banking, the practices of sustainable banking, environmental finance, or the discrepancies
between institutions in financial sectors of varied sizes, considering factors of banking size,
capacity, and governance, as well as the differences in banking regulation, stakeholder
pressures, and implementation disparities. In the full-text analysis, it was decided whether each
study added something novel to the discussion of the banking size gap.

Studies that focused exclusively on non-bank financial institutions and made no observations
that would relate to banks or studied green finance solely in terms of instruments or investment
markets, or in the absence of adoption in banking institutions, were excluded. Additional
exclusions were made for conference abstracts, editorials, book reviews, notes, and non-peer-
reviewed publications that were published in various languages other than English.

One inclusion criterion warrants a brief clarification. Alongside articles, peer-reviewed
chapters in edited scholarly volumes were also included, and one of the twelve studies included
is a chapter of this type. Riaz et al. (2023) is a bibliometric and systematic review of 44 articles
indexed in Scopus that were published in an Emerald edited volume consisting of chapters that
undergo editorial peer review. This level of synthesis speaks to the question posed in the review
and is not available in the journal literature, so excluding it on document type would have
resulted in the loss of the broadest representation of how previous literature has measured the
adoption of this]. No commercially available assessment tools were used, as this was a narrative
review. We instead looked for studies that contained significant conceptual, theoretical,
empirical, or policy frameworks and that studied the variation in adoption across different sized
institutions [Baumeister & Leary, 1997].
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Twelve studies passed the evaluation. These twelve studies comprise the review and are
presented in Table 2 in Appendix A along with their features. Baumeister and Leary (1997)
and Green et al. (2006) are cited for review method and database coverage only. Other sources
added in later sections provide theories and evidence and are not part of the corpus. The corpus
was integrated thematically as opposed to statistically. Each study was read for concepts and
theories that were repeated, for the driving forces and barriers of the theories, the characteristics
of the organizations, regulatory frameworks, and the dynamic nature of both the stakeholders
and the gap between large and small banks. Reading across the different contexts made it
possible to construct a description of the bank-size gap while pointing out the questions that
remain. Each study in Table 2 explains how green banking was defined and how bank size was
measured and introduced into the analysis. This is the basis for the observations described in
the critical discussion and the limitations.

Table 1: Search Strategy And Selection Criteria

Component Description
Database Scopus (primary)
Search string ("bank size" OR "financial institution" OR "banking sector" OR "credit

union") AND ("green banking" OR "sustainable banking" OR "eco-
friendly banking" OR "environmental finance") AND ("adoption" OR
"implementation" OR "acceptance" OR "integration") AND ("gap" OR
"disparity" OR "difference" OR "variation")

Publication 2010 to 2026
timeframe

Publication years of 2018 to 2026
included studies

Date of search 2 August 2026

Document type Peer-reviewed journal articles and peer-reviewed chapters in edited
scholarly volumes

Language English

Inclusion criteria Studies examining green banking, sustainable banking, environmental

finance implementation, or adoption in banking institutions. Studies
discussing bank size, organizational capacity, governance, regulation,
stakeholder pressure, implementation barriers, or institutional
differences.

Exclusion criteria Conference abstracts, editorials, book reviews, notes, non-peer-reviewed
publications, duplicate records, studies unrelated to banking adoption,
and studies published in languages other than English.

Selection approach Structured narrative review involving title screening, abstract screening,
full-text assessment, and thematic synthesis of conceptually relevant
studies.

Final corpus 12 peer-reviewed studies (11 journal articles and 1 book chapter)

Source: Authors' Own Work
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Note. The search was carried out in the database and on the date shown. The limitations discussed at the end of
the paper set out what follows from that choice, and Table 2 in Appendix A lists the studies retrieved.

The sample size of 12 studies is small and therefore deserves justification and explanation.
While evaluating adequacy, three issues are important. First, the search terms require a term of
differentiation in every case in order to retrieve studies that actually treat the bank-size gap as
the focus of inquiry, rather than all studies which include a size dimension in a model.
Literature that addresses the gap in such a way is considerably young, with the earliest study
in this sample dated 2018 and five studies published in 2025 and 2026. A narrative synthesis
for an emerging topic strives toward conceptual saturation instead of exhaustive coverage, and
the four themes in this report were described throughout the entire sample of studies prior to
the latest studies being read (Baumeister & Leary, 1997). All twelve studies were read in their
entirety, and other sources were sought for developing theory and context.

All this does not suggest any of the 12 studies are sufficient to constitute a larger evidence base.
A sample of this size cannot afford any degree of empirical generalization and the framework
developed out of it is, at best, provisional. The points and limitations presented do set out
clearly what the corpus can bear.

Conceptual Background

Two issues must be addressed before analyzing the literature. This first is the definition of
green banking, as the term is used to describe a number of similarly related, but distinct,
concepts. The second is the grounding of green banking in theory. The existing literature draws
on a variety of different theories, each explaining different aspects of adoption, and no theory
provides a complete understanding of adoption. This section presents key definitions and
principal theoretical frameworks in the order of their importance and establishes the context
for the proposed synthesis and the integrative framework to follow.

Definitions

Early on, green banking focused on the banking sector’s environmental footprint. It has since
evolved to mean the incorporation of sustainability within banking, including the process of
financial intermediation, banking governance, banking risk management, banking lending and
banking investment, as well as bank stakeholder engagement. Based on synthesis of research
in the field and a systematic review, Riaz et al. (2023) indicate that a working consensus has
been reached on the definition of green banking as the incorporation of banking policies and
practices, banking products, and financing within the banking sector that takes into
consideration the risks and opportunities to sustainability and the environment. This definition
of green banking goes beyond zero carbon transactions and banking operations in energy
efficient premises. It also refers to the banking sector’s financing of sustainable projects and
banking activities directed to climate change, as well as banking assessments of sustainability
and climate risks, due diligence, and banking investments directed to sustainability. The
broader definition is indicative of increasing banking sector’s role in climate change and the
transition to a low carbon economy.

Although there are differences, green banking overlaps with sustainable banking,
environmental finance, and green finance. Sustainable banking incorporates the environmental,
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social, and governance dimensions of all banking activities. In contrast, green banking dwells
exclusively on the environmental sustainability dimension. Environmental finance focuses on
the financial instruments designed to support the preservation of the environment and the
mitigation of climate change. Green finance has an even broader scope covering financial
instruments invested in environmentally sustainable activities. Riaz et al. (2023) note that a
lack of conceptual clarity in the use of these terms has resulted in a lack of comparability across
studies. This review focuses on green banking for two main reasons. First, it provides a
platform to discuss the environmental strategies and financing activities of banking institutions.
Second, it is the concept that best captures the operational measures of banking institutions.
Within that domain, this review focuses on the ‘bank-size gap’ in green banking adoption. The
‘bank-size gap’ refers to the systematic difference in the extent and effectiveness of green
banking among large and small banks. The term is new and does not yet have a fixed definition.
So far, the evidence published on the adoption of the practice seems to indicate a certain
tendency. Based on the evidence available, it seems that large banks engage more with the
practice than small banks (Aguila et al., 2026). There are differences in the extent of adoption
across green loans, the management of environmental risk, sustainability reporting, the
governance of the banking entity, the disclosures related to the banking entity’s climate change
risk, the banking entity’s digital capability, and the banking entity’s investment in green
financial products. The ‘bank-size gap’ can’t be attributed to bank size alone. Aguila et al.
(2026) state that the ‘bank-size gap’ is a result of differences in access to financial and human
capital, gaps in regulatory oversight and the expectations of the banking entity’s stakeholders,
gaps in the banking entity’s learning and the institutional framework.

Since this review focuses heavily on bank size, we now give the definition for size. In this
context, we see size as relative comparative scale to other banks within the same national
banking system, along with accompanying capabilities, visibility, and portfolio characteristics.
Rather than size being total assets, a small bank within a large banking system could be mid-
sized within a small banking system, and the challenges faced and the opportunities available
to the bank will depend on the bank's relative position rather than the absolute value. The
different approaches employed by the studies in the corpus to define size are described in Table
2, Appendix A. When the framework refers to categories of banking institutions, these are
assumed to be context specific and pertain to particular banking systems, rather than general
classifications of banking institutions based on asset size, for which the current available
evidence is weak.

The term 'adoption' also needs defining. Here, it is not just about the first choice to incorporate
sustainability in operations. Rather it involves the long-drawn process of incorporating the
necessary changes in business models, systems, and cultures to integrate environmental
sustainability within the organization. Adoption is viewed along the spectrum of
understanding, policy making, and adopting to the continuous improvement and sustainability
reporting (Bukhari et al. 2025). It is easier to differentiate the ways in which banks of different
sizes integrate green banking policies, whether it is through the extent to which banking
services are provided or the banking operations themselves, if adoption is viewed in this way.

Key Theories or Frameworks

Research on green banking adoption relies on several different theoretical frameworks, which
is useful for looking at the various aspects of the problem. Stakeholder theory is one of the
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most utilized, and it helps broaden the focus beyond just shareholders to include regulators,
customers, investors, staff, and the community and the public at large (Freeman, 1984). In this
regard, green banking practices can be considered responses to increasing demand for
environmental accountability and sustainable practices. Larger banks face more intense
scrutiny since they are more visible, systemically more important, and more publicly
accountable. As a result, larger banks have stronger obligations than smaller institutions to
formalize and detail their green banking initiatives (Bukhari et al., 2025).

Institutional theory places this behavior in the context of the regulatory and normative
environment. Banks undertake green initiatives for a number of strategic and competitive
reasons, but more fundamentally, they do so in order to secure legitimacy. From this
perspective, the driving factor of adoption can be attributed to the coercive, normative, and
mimetic components of the regulation framework. This perspective is useful for understanding
bank adoption of sustainability practices across different countries that are at varying levels of
regulatory development (DiMaggio & Powell, 1983; Chandran et al., 2025).

For the argument being made here, the most relevant distinction offered by institutional theory
is Meyer and Rowan (1977). They noted that in the face of significant external pressures,
organizations adopt formal structures that they then loosely couple to the operating core, thus
maintaining a ceremonial distance. The means-ends decoupling literature describes how
policies can be adopted fully in the face of little to no change in end-state outcomes (Bromley
& Powell, 2012). This is the direct precursor to the symbolic-versus-substantive tension
discussed under Theme 2, as well as the distinction between the visibility gap and the depth
gap made in the framework.

Legitimacy theory adds an additional external perspective and is found commonly in studies
on environmental disclosure. It is argued that to retain their social license to operate, banks
adjust their practices to align with the values of the societies in which they operate and engage
in green practices (Suchman, 1995). Large banks are particularly visible, while media,
investors, and regulatory scrutiny is more intensive, which suggests that larger banks face more
serious consequences for failing to act legitimately and thus have a stronger incentive to adopt
more formal policy and extended reporting on their environmental practices (Bose et al., 2018).
As such, legitimacy theory accounts for why the bank-size gap is most evident in disclosure-
based assessments of adoption. It also sounds a note of caution, given that large, visible green
banking commitments may remain largely symbolic, a tension addressed under Theme 2.

Unlike externally-focused perspectives, the resource-based view examines what internal assets
and capabilities enable a firm to execute a successful implementation. Organizational
performance is linked to resources that are valuable, rare, hard to imitate, and irreplaceable and
that the firm is able to exploit (Barney, 1991). In this context, the degree of rarity is most
important. If the same climate risk infrastructure is purchased by many large banks from the
same vendors, the resource-based viewpoint argues that there is no competitive advantage, and
the theory does less for the capability argument than a simple resources-help argument would.
From the viewpoint of green banking, it is financial resources, infrastructure, special abilities,
effectiveness of governance, and the ability to learn as an organization that determine whether
green banking is successfully implemented. Large banks tend to have more of all these, which
gives them the ability to invest in climate risk, sustainability, digital and green banking
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innovations. Aguila et al. (2026) hold that small banks lack the requisite resources to meet
advanced sustainability goals or to create successful green banking products.

The theory of corporate governance expands upon the formalization of the decision-making
process relating to the execution of environmental strategies. Formal board oversight, executive
leadership, sustainability committees, and the management control system are some of the
factors that define the focus of a company on environmental issues and the consideration of
environmental issues in the company’s day-to-day activities (Cadbury, 1992). There is a
positive relationship between effective governance mechanisms and the quality and the extent
of disclosures and implementation of green banking practices, and the relationship seems to be
amplified by bank size, since large banks have more developed governance frameworks and
reporting systems (Akasumbawa et al., 2026).

This sixth perspective is rarely identified as a theory. It relates the banking business model and
the structure of banking markets to the primary explanation. It has a close relative in resource
dependence theory whereby an organization’s scope of decision-making is defined by the
resources it can access in its external environment and how strongly it can influence them
(Pfeffer & Salancik, 1978). On this account, the nature of a bank’s financing activities is
defined more by the structure of funding, market relationships, and underwriting capacity and
trade-offs on the balance sheet than by environmental commitment or stakeholder pressure.
This perspective also explains the banking center framework as this theory focuses the banks’
primary attention outwards, to the supply of bankable projects, and to the credit market that a
bank can serve. It defines this framework’s third constraint because it is the only theory among
the six perspectives that explains the constraints of adopting an international framework from
beyond the bank.

No single theory provides the complete answer. The bank-size gap is the combination of
stakeholder expectations, institutional pressures, legitimacy concerns, internal resources, the
quality of governance, and regulatory constraints. Most of the disparities in the current
literature are explained by this plurality, and this is the rationale for the attempt to develop an
exhaustive, integrative framework. The framework places its resource condition within the
resource-based view, its pressure condition within the stakeholder, institutional, and legitimacy
perspective combined with the regulatory conditions in Theme 3, and its opportunity condition
in resource dependence theory and from the perspective of business models and market
structures. The distinction between substantive and symbolic adoption is derived from
corporate governance and from the decoupling literature.

Thematic Review of Literature

The synthesis presented here organizes studies by theme as opposed to studying each theme in
order of appearance. Integrating studies in this way provides the opportunity to relate evidence
from different backgrounds of theory, diverse contexts of research, and varying approaches of
methodology. It allows cases of convergence, cases of divergence, or cases of ambiguity to
become more apparent.

Four themes provide the structure for this synthesis. The first of the themes focuses on the

resources, capabilities, and technologies that an organization possesses, as well as the readiness
of an organization, and poses the question of the role of internal resources and capabilities of
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an organization in the shaping of implementations. It answers the question of why similar forms
of Virginia commitments lead to disparate operational levels. This is because capability is
constructed at an absolute level, whereas the others construct it at a proportional level. The
second of the themes includes the components of governance, leadership, and the pressures of
stakeholders. It includes the components of corporate governance, the management
commitment of a business, and the pressures of external stakeholders. Of special importance
in this theme is the idea of mediation, which states that pressures of external stakeholders only
influence the extension of credit with the internal governance and leadership of the business,
and thus, is absorbed in the reporting.

Theme 3 looks at regulation, institutions, and compliance capacity. It looks at the role of
regulation and institutions in enabling or impeding adoption. This theme is the only one which
talks about cost that is external to the bank, and therefore about how the regulatory architecture
may end up replicating the gap it is intended to close. Theme 4 looks at bankability, business
models, and market opportunities. It looks at the role of financing structures and the availability
of bankable green investments. This is the only theme in which the constraint may be fully
external to the banking sector, meaning both banking capability and project supply may be gap-
creating. Figure 1 presents a framework, placing the key ideas and main actors of each theme
next to unresolved issues and the theory each is grounded in. This is meant to show them side
by side, in order to facilitate more targeted reading of the distinctions.

Theme 1: Organizational
Resources, Capabilities &

Technological Readiness

Core Idea:
Adoption depends on internal
- s, capabilities &
cal readiness, not

willingness alone

How the Gap Emerges:

costs of experti
reporting systems;
lack organizatiof

Key Players:
Bank Management; Sustainability,
Risk & Compliance Functions

Unresolved Issue:
Whether size itself is decisive
or a proxy for capabilities &
maraqa'\a\ commitment

Pathways to Narrow the Gap:
Shared platforms; common climate
databases; interbank

parinerships; technical

assistance

Theoretical Lens:

Resource-Based View

Theme 2: Governance,
Leadership & Stakeholder
Pressures

Core Idea:
Stakeholder pressure translates
into adeption only through
governance quality & leadership
commitment

How the Gap Emerges:
Visibility & systemic importance
expose larger banks to stronger

scrutiny & disclosure incentives
Key Players:
Boards & Top Management;

Regulators; Investors; Customers
& Communities

Unresolved Issue:
Symbolic versus st
adoption; disclosure may
overstate the large-bank
advantage

Pathways to Narrow the Gap:

Board oversight; executive
accountability; adoption measures
that look beyond disclosure

Theoretical Lens:

Stakeholder, Legitimacy &
Corporate Governance Theories

Theme 3: Regulation,
Institutional Conditions &
Compliance Capacity

Core Idea:
Regulatory design & institutional
maturity enable or constrain
adoption

How the Gap Emerges:

Uniform rules impose fixed
compliance costs that weigh

disproportionately on smaller
banks
Key Players:
Regulators & Supervisors;

Policymakers; Standard-Setters

Unresolved Issue:
Whether stronger regulation
narrows of widens the gap

Pathways to Narrow the Gap:

Proportional regulation;
simplified taxonomies; shared
data infrastructure; capacity
building

Theoretical Lens:
Institutional Theory

Core Idea:
The gap is jointly produced by
bank capabilities & the supply of
bankable green projects

How the Gap Emerges:
Diversification & project-finance
expertise favour larger banks
smaller banks rely on
relationship lending

Key Players:
Borrowers & SMEs; Development
Finance Institutions; Capital
Markets

Unresolved Issue:
Scale advantages versus
relal at

adoption measures overlook

Pathways to Narrow the Gap:

Credit guarantees; blended
finance; green credit lines;
standardized project assessment

The

Business-M:

tical Lens:

Market-Structure
pectives

Figure 1: Synthesis Of The Four Interconnected Themes
Source: Authors' Own Work
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Theme 1: Organizational Resources, Capabilities, and Technological Readiness

The first of the themes looks at the uneven resources and capabilities banks have for turning
green pledges into operational realities. Green banking is more encompassing than simply
developing a range of eco-labeled products. It involves environmental risk assessment, climate-
related data management; the design and development of sustainable products and the
accompanying services; and reporting to comply with regulations and to sustainability
frameworks. Everything requires capital, as well as the alignment of the firm's staff and IT
resources across the lines of business. Larger banks have a competitive advantage in this
respect given their ability to allocate resources across broader business lines and departments,
and to fund larger technology expenditures and sustain the fixed costs of the systems required
for assessment and reporting. Smaller banks, credit unions, and regional banks may well have
the intent to support sustainability activities but lack the structural flexibility to incorporate it
across their operational activities. Green banking, therefore, is recognized in the literature as a
capability constraint, one of size rather than intent, with capacity in this sense limiting the depth
and breadth of implementation, rather than the initiation of the process (Aguila et al., 2026;
Riaz et al., 2023). The costs here are the bank's costs of developing its own capability.

Although the literature is largely aligned on the importance of organizational resources to the
adoption of green banking, there is much less consensus on what is conveyed by the size of a
bank. Some studies view larger banks as having superior IT resources, more specialized staff,
and dedicated sustainability units, and more robust capability of reporting.

Others position managerial commitment and green capabilities as the mechanisms that
transform resources into practices (Bukhari et Al., 2022). This distinction is important. Having
an abundance of resources does not automatically result in environmental changes, and large
banks do not necessarily channel their capabilities to substantial sustainability endeavors.
Smaller institutions can offset being smaller to some extent through focused strategies, local
knowledge, partnerships, and strong leadership. There is evidence that bank size strengthens
the association between governance and environmental disclosure and thus shows something
more restrictive than what it appears, it does not show that size leads to deeper implementation
or better environmental outcomes (Akasumbawa et al., 2026).

Table 2 highlights a critique against much of the existing literature. The same authors
commonly use bank size as a control variable or a moderator instead of exploring bank size in
great detail. Thus, it is unclear what causes the observed bank size gap. Some possible
explanations for the gap include finite amounts of financial capital and human capital, data,
technology, and available external professionals, and the absence of fixed cost compliance with
regulation in a smaller asset base. Much of the empirical studies do not distinguish these
factors. Little research examines how smaller banks may overcome these limitations through
shared service providers, taxonomy, public assistance, shared databases, and partnerships.
Exploring these limits would help differentiate the structural obstacles to scale from capability
challenges that policy and design potentially could address. Therefore, the overall argument of
this review is strengthened. It is best to view the bank size gap as a disparity in
multidimensional capabilities rather than a difference in total assets.
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Theme 2: Governance, Leadership, and Stakeholder Pressures

The final theme concerns governance structures, senior management commitment, and
stakeholder pressure. Banks experience eco-driven regulatory, investor, customer, employee,
community, and competitor expectations. However, these do not generate organizational
change. Internally, governance and leadership determine the next course of action. Committees
of the Board, sustainability, and accountability to the environment together with environmental
policies and dedicated reporting make green banking part of the strategic decision-making
process. The commitment of senior management is of particular importance. Environmental
goals only become real to an organization when resources are allocated, and an operational seal
of approval is given. Bukhari et al. (2022), in their study of 419 branch managers in Pakistan,
show that top-management commitment moderates the relationship between stakeholder
pressure and adoption, which means that external pressure operates through internal
management, not around it.Bukhari et al. (2025) show the same for the green capability (using
the same background and source data).

When considering size, large banks tend to have more visibility due to systemic importance,
international outreach, and the participation of large institutions. Large banks also tend to
publish environmental policies and engage in disclosure of activities related to green banking.
As noted in the case of Islamic banking, evidence suggests size might amplify the impact of
corporate governance on green banking disclosure, thus indicating that, in combination with
size and capacity for reporting, certain governance mechanisms might generate effects that are
more noticeable (Akasumbawa et al., 2026). However, one must make a clear distinction
between size, disclosure, and formal governance on the one hand, and environmental
integration on the other. Smaller banks may be largely absent from the reporting systems at the
national level, yet they might be more responsive to serve local clientele and communities, and
large banks may develop a sophisticated narrative in the field of sustainability, while adopting
no material change to their credit allocation policy or substantive financing to activities that
may be harmful to the environment (Aguila et al., 2026).

A challenge of symbolic and substantive adoption persists within this theme, and it represents
the issue of decoupling that institutional theory has addressed in the past (Bromley & Powell,
2012; Meyer & Rowan, 1977). Some studies utilize policies, disclosures, managerial
perceptions, or self-reported engagement, which tend to favor banks with advanced
communication and reporting systems. These types of measurements can easily define the
bank-size divide as being attributed to differences in the disclosure of banking activities instead
of discrepancies in lending practices, portfolio emissions, incorporation of environmental
concerns, and financing of the transition. In addition, literature pays little attention to
ownership, composition of boards, executive compensation, and the internal balance of power
particularly in the way these elements relate to size. Therefore, we view governance and
stakeholder pressure as conditional rather than as causal. They can play a role in encouraging
adoption and can lead managers to engage in compliant or symbolic activities geared toward
larger systems.

Theme 3: Regulation, Institutional Conditions, and Compliance Capacity

The third theme focuses on regulatory and institutional factors related to green banking.
Development of green banking is influenced by sustainable finance regulations, environmental
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risk management, disclosure requirements, supervisory expectations, green taxonomies, and
national development priorities. Clarity and enforceability of rules result in lower uncertainty
and greater certainty for banks to incorporate the environmental factor in lending and risk
management. In many environments, however, the constraints are weak, voluntary, and
fragmented, particularly in emerging markets. Kartiko et al. (2024) emphasize enforcement
gaps in sanctions and incentives on green banking.

More developed architecture elsewhere in the region includes the Climate Change and
Principle-based Taxonomy (2021) by Bank Negara Malaysia. This provides a common
framework for Malaysian banks to assess the alignment of economic activities to the climate
objectives. ASEAN Taxonomy for Sustainable Finance provides a similar framework at the
regional level. In more advanced economies, the European Union Taxonomy and Corporate
Sustainability Reporting Directive along with the supervisory expectations of the Network for
Greening the Financial System (2020) are the major references. These frameworks vary greatly
in whether compliance is required, how they are enforced, and the anticipated level of technical
capacity of the institutions subject to these frameworks. Weak enforcement leads adoption to
be dependent on the resources of each bank, on their interpretation of the regulatory
frameworks, as well as their commitment to strategic alignment, hence, the larger banks are
likely to adopt those frameworks, and the smaller banks adopt them only partially or not at all.
There is a direct connection between green finance and regulatory clarity. Some ambiguity
remains surrounding the impacts of changes in the regulatory environment on the bank-size
gap. The first position argues that as banks are required to meet more common needs and
obligations, the overall disparity narrows. The second position argues that the structuring of
complex regulations across banking sectors creates significant fixed costs for data collection,
training, risk modeling and verification, and reporting, and thus deepens the bank-size gap.
These fixed costs are external to the institution while the build costs are internal. The Basel
Committee's work on proportionality acknowledges that requirements meant to apply to large
banks can have a disproportionate effect on small banks. Large banks have the opportunity of
scale and have more sophisticated compliance systems, while smaller banks feel the effects of
sustainability regulation most. One European study provides additional evidence. Aguila et al.
(2026) cite interviews with bank staff, regulators, and civil society across eight European
countries. They argue that the supply of bankable green projects is crucial to the formation of
regulatory measures and business models. When, on the other hand, profitability of
conventional lending remains, and green opportunities do not meet the requirements of an
acceptable risk-return, little will have been achieved by regulatory measures.

While the differentiated or proportional approach has been historically used in prudential
banking regulation (Basel Committee on Banking Supervision, 2022), the evidence reviewed
shows that, in sustainable finance, it has been used to a much lesser extent. Uniform
sustainability requirements ensure consistency of sustainability requirements; however, they
are based on the assumption that banks have the same financial and technical capacity.
Exempting smaller banks reduces their short-term compliance costs and could also exclude
them from the sustainable finance market, thus widening the gap the exemption was aiming to
solve. Many other regulatory tools, including tiered disclosure requirements, simplified
taxonomies, supervisory support, common data infrastructure, and targeted capacity building,
merit further study. Along with cross-country studies, the goal should be to identify which
regulatory tools will help narrow the implementation gap under varying institutional
frameworks. The main point is that uneven adoption of regulatory tools should not be attributed
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solely to smaller banks. It may also be a result of complex regulatory systems designed around
the operational capacities of large banks.

Theme 4: Bankability, Business Models, and Market Opportunities

The fourth theme looks at the interconnection of project bankability, banking business models,
and the availability of green financing. Banks assess prospective projects primarily on the basis
of expected returns, the borrower’s ability to repay the loan, available collateral, the size of the
liability, and the degree of risk and regulatory capital. Many green projects fail to meet these
criteria. They feature new and unknown technologies, inaccessible or low-volume revenue
streams, lengthy pay-back periods, underdeveloped or non-existent performance records, and
significant reliance on public subsidies. Traditional credit assessment frameworks struggle to
account for all of these. Carbon-intensive enterprises and activities, on the other hand, are often
profitable and well collateralized and are sustained longstanding relationships with banks. The
disparity in the uptake of green banking indicates more than just disparities among different
banks. Rather, it indicates a disparity between the features of green projects and the
requirements of prevailing credit practices. Aguila et al. (2026) describe the problem along the
axes of bankability, business models, and the regulatory framework. They illustrate how banks
engaged in a public endorsement of decarbonization continue to extend credit on the basis of
traditional risk/return considerations.

Large and small banks have different ways of dealing with certain problems. Large banks can
draw upon a large number of sources creating less risk for the bank and from international
finance and can additionally draw on a variety of different financing techniques to support large
renewable energy and infrastructure projects or be the first to develop new types of finance.
Small banks use relationship lending, coupled with small local customer base deposits and
limited credit processes, and draw on geographically focused clientele. These are generally the
characteristics of small-bank intermediation in the larger banking literature, not of green
banking. Close geographic proximity to small businesses gives smaller banks soft information
about customers that large, hierarchical banks have difficulty providing (Berger & Udell, 2002;
Stein, 2002), although a small banks limited capability to diversify project risk results in them
being even more careful with unknown and/or unproven technologies. Therefore, large banks
may be in the first position for the majority of financing for green initiatives, though smaller
banks may have the relational advantages that are lost when common financing metrics are
applied.

Column four of Table 2 indicates that there is a lot of diversity in banking business models.
However, this diversity is overlooked in the literature. The mandates, funding gaps, customer
bases, and risk portfolios of commercial banks, Islamic banks, cooperative banks, credit unions,
development banks, and community banks differ significantly. Most literature focuses on
formal disclosure and institution-level adoption of green projects. This tends to ignore the
supply of green projects at the appropriate scale, the demand for green credit, and the use of
guarantees and blended financing to make green projects bankable. An important research gap
is whether public guarantees, the use of green credit lines, securitization and other forms of
risk transfer, and standardized project risk assessment tools will allow banks to engage in
sustainable financing. This research gap illustrates the lack of internal banking and market-
based externalities that produce the bank-size gap. Bridging this gap will require changes in
how banks operate and changes in the financial tools that make green activities lendable.
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Critical Discussion

Having synthesized the literature, this section moves from description to evaluation. Rather
than repeating findings, this section engages with four lenses. The first is agreement, where
convergent evidence suggests common explanations. The second is disagreement, where
theoretical and empirical trenches pull apart. The third is gaps, which point to the conceptual,
methodological, and contextual limitations. The fourth is implications, which asks what all of
this means for research, policy, and practice. Using these four orientations in the literature helps
understand the adoption of large versus small institutions and establishes the goals that the
framework and the recommendations will address.

Agreements in the Literature

Twelve studies were analyzed and among these two study the size of banks directly. Both of
these studies show that larger banks show higher levels of adoption compared to smaller banks.
In one of these studies Akasumbawa et al. (2026) show that the size and the corporate
governance of Indonesian as well as Malaysian banks influence the level of disclosure of
Islamic green banking. In the other study Aguila et al. (2026) show that Green lending by
European banks is lacking. The other ten studies ignore the size of banks or use it as a control
variable or a contextual variable, and therefore what this corpus shows has more to do with ‘no
contradiction’ than with ‘numerous confirmations.

This same consensus applies to the reported levels and not to lending behavior. Several studies
capture green lending, Sustainability disclosure, Environmental risk management, and
Climate-related governance and investment in Green financial products, and in most of these
studies, what the banks publish about themselves is what is captured. The framework proposed
in this study argues that this measurement is one of the things that contributes to the gap. The
other factors could be the financial strength of the bank and the level of governance. There is
also wide agreement that. in these environments, the level of regulation and the pressure of
stakeholders influence the pace and the extent of the adoption, and this is especially true in
Asia, where the sustainable finance ecosystems are at an early stage of development (Bukhari
et al. 2025; Chandran et al. 2025; Riaz et al. 2023).

Furthermore, the literature encapsulates green banking as more of an organizational change as
opposed to a singular technological, operational, or legislative change. The implementation of
green banking is the integration of multiple factors including theright governance and a long-
term commitment to sustainability, environmental risk management, a sufficient digital
infrastructure, and a full-fledged organizational capability. This is not a collection of
fragmented sustainability programs. (Bukhari et al., 2020; Riaz et al., 2023; Sharma &
Choubey, 2022). There are some valid concerns about the existing literature, because most of
the cited studies focus on the larger and more centralized commercial banks. We do not know
if these same mechanisms apply to community banks. There is a theory and a business case to
be made with respect to size, because the position of a bank in the market could be more
important than size, and better-quality governance and institutional resources may explain the
adoption of green banking practices.
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Disagreements

A consensus exists among researchers that there is a gap as large as a bank. Researchers
disagree extensively about the reasons behind this gap. One approach emphasizes the internal
organizational capability of the banks and suggests that most of the gap can be explained by
the presence of financial capital, technology, management, and good governance (Aguila et al.,
2026; Akasumbawa et al., 2026). Other researchers suggest that most of the gap is attributable
to the presence of external factors, such as the quality of the market, pressure from stakeholders,
and the maturity of the market and the presence of an enabling policy (Bukhari et al., 2025;
Chandran et al., 2025). Regulations also generate similar debates. Some of the studies position
the presence of a strong regulatory framework as positively associated with the rapidness of
the adoption process. Other studies argue that the introduction of new regulations results in an
increasing burden of compliance, and that burden is disproportionately higher and could
explain the gap between small and large institutions (Aguila et al., 2026).

These positions reflect deeper disparities in the ways adoption is defined and evaluated. Many
studies assess adoption by measuring sustainability disclosure, governance structures, or self-
reported practices. Comparatively few assess adoption by measuring substantive outcomes,
such as changes in lending, integrating environmental risks, or financing the low-carbon
transition. As such, different metrics are used to measure adoption. As a result, it is difficult to
compare the findings across studies, a challenge that is all too easy to miss. There are similar
challenges when considering the development of theory. As the term ‘compartmentalization’
suggests, the different theories (Stakeholder theory, Institutional theory, legitimacy,
governance, and the resource-based view) have been applied independently far more than they
have been integrated, and this has impaired our understanding of how the capabilities of the
organization, the institutions, the governance, and the market interact to create the gap. The
framework presented here seeks to address this problem.

Gaps

Rapid expansion in green banking research has left certain gaps. First, the distribution of
available evidence is uneven and limited, centering on a few developing countries and a few
developed financial systems. This restricts the scope for comparative studies on various
banking frameworks and institutions, creating a challenge for determining the nature and
degree of bank-size gaps across different contexts. Similarly, the scope is lacking in terms of
the banking sector. Commercial and Islamic banks are covered far more extensively, while the
rest (e.g. community banks, cooperative banks, rural banks, development banks, and credit
unions) are covered less, even though they play a significant role in the financing of local
economies. A third challenge is research design. As illustrated in column five of Table 2, three
of the studies are conceptual, theoretical, or normative rather than empirical, and two are
literature reviews. Of the seven empirical studies, only Akasumbawa et al. (2026) and Bose et
al. (2018) employ multi-year panel data, while the rest of the studies are cross-sectional in
nature. The studies contribute little to understanding how green banking evolves as institutions
gain experience and as expectations around sustainability become more robust. Riaz et al.
(2023), when analyzing a larger corpus, have made the same observation as me.

Both conceptual and methodological limitations exist. Bank size is most frequently treated as
a control or moderating variable in the absence of analysis of the complexity of mechanisms
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through which scale is constructed. As a result, we have limited understanding of the
combinations of technological capability, quality of governance, management, culture,
financial capital, and institutional support that enable smaller banks to work around structural
constraints. The available data on such interventions is also scant. This includes the use of
proportionate regulation, the provision of technical assistance, the development of shared
sustainability infrastructures, collaborative green finance initiatives, and partnerships between
public and private sectors. Addressing these gaps will enable the construction of more robust
theories and provide policymakers with the opportunity to develop evidence-based policies.

Implications

The implications of this review are theoretical, rational, and practical. Theoretically, this
review suggests that no framework is sufficient to address the bank-size gap. What is necessary
is the integration of stakeholder, institutional, legitimacy, and resource-based views under the
corporate governance umbrella. This would allow the author to address internal factors in the
context of external institutions. This would push the current approach of explaining adoptions
in isolation and move the field toward understanding the adoption of systems and institutions
as a constructive and dynamic process. It would also encourage the use of comparative,
longitudinal, and mixed methods to address not only if adoptions differ in banks, but also how
and why they change over time. The next section will present a framework as well as some
propositions.

The practical implications are in line with some of the recommendations, which will be
presented in detail instead of being summarized here. The key point is that closing the bank-
size gap will require more than just policy adjustments. The solutions differ as to which of the
constraints they alleviate. The consequences go beyond the performance of institutions. For all
banks to contribute to sustainable development and the low-carbon transition, this gap must
close. It will require concerted efforts by regulators, banking groups, and policymakers.

An Integrated Framework for the Bank-Size Gap

The synthesis and the critical discussion converge on the same problem. Each theoretical
tradition explains a part of the bank-size gap and none of them explains the whole, and the four
themes describe forces that clearly interact without specifying how. This section responds by
setting out what we call the capability, pressure, and opportunity framework. It holds that green
banking adoption rests on three conditions that have to be satisfied together, and that
governance quality determines how much of the resulting adoption is real.

We state the theoretical pillars, as a framework built on multiple traditions can, without
warning, seem like an arbitrary listing. Capability depth is a resource-based theory, based on
the argument that performance is a function of resources that the organization can deploy
(Barney, 1991). Pressure salience is an institutional theory and also a legitimacy theory,
integrating the coercive, normative, and mimetic aspects of institutional theory and the
stakeholder and legitimacy theory of banks' responses to external demands (DiMaggio &
Powell, 1983; Freeman, 1984; Suchman, 1995). Opportunity density is a resource dependence
theory, since the freedom of action of a bank is dependent on the conditions in the external
environment as opposed to the internal conditions of the bank (Pfeffer & Salancik, 1978).
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Governance enters through corporate governance theory and the decoupling literature. The
unique aspect of this integration is not the use of these theories, but the way they are integrated.
The tripartite structure is neither novel nor should it be presented as such. Ability, motivation,
and opportunity are argued to combine non-additively in the AMO account of work
performance (Appelbaum et al., 2000), and capability, opportunity, and motivation are shown
to be the same in the COM-B model of behavior (Michie et al., 2011). In both models, the
question surrounding the combination of the three components remains unanswered. What our
framework does is built upon the heritage of the tripartite structure and the combination
question, while what Michie and others add are models that focus primarily on definitions of
behavior through the framework of psychology and health rather than finance.

The first contribution of our model is the measure of opportunity density. In small banks, not
only is opportunity less, but the opportunity is distributed differently based on the costs
associated with originating and monitoring a deal. Consequently, the same market presents
different opportunities to banks of varying sizes. The second is the distinction between a
visibility gap and a depth gap, which brings the separation of earlier categorical arguments in
line with different conditions. With this, the two gaps can move in the opposite direction.

Governance must be considered as its own unique fourth element rather than as one of the three
conditions. Its formal position must be explained. Governance does not create adoption. It
separates adoption and defines how much of the response generated by capability, pressure,
and opportunity is expressed as a reallocation of credit instead of as a report. Banking size,
lastly, does not appear as a cause in the framework at all. It appears as a summary variable that
correlates with all three of the conditions to diverse extents. Due to this, studies of adoption
measurement that are performed in different ways tend to generate very diverse opinions
regarding how important size is. Figure 2 illustrates the structure.

Three Conditions

Capability depth. The first criterion is what a bank can actually do. It encompasses financial
capacity, expertise, and the availability and accessibility of streams of environmental data, as
well as the capability to develop and sustain risk-modelling systems and draws on the resource-
based view of Theme 1. The approach assumes that capability is lumpy, and this assumption is
flagged rather than presented as a finding of the review. A climate risk model, a taxonomy
mapping, or a sustainability unit costs broadly the same to build whether the balance sheet
behind it is small or very large, so a bank must clear an absolute threshold rather than a
proportional one. Supervisory work on proportionality relies on the same assumption,
acknowledging that fixed compliance and infrastructure costs weigh more heavily on smaller
banks (Basel Committee on Banking Supervision, 2022), even though we do not know of any
published estimates of the cost of green banking infrastructure. Therefore, capability is
expected to increase with size at the lower end of the distribution and to level off once the
threshold is crossed. Based on this assumption, the framework predicts that the adoption gap
will be the largest between very small and mid-size institutions and the smallest between large
and very large institutions. A single size coefficient estimated across the whole distribution
will conceal this pattern.

Pressure salience. The second condition is whether or not someone is looking and what it will
cost the bank if they are. This integrates the stakeholder, institutional and legitimacy

1722



Advanced International Journal of
Business, Entrepreneurship and SME's  A| JBES

EISSN: 2682-8545

Volume: 8 Issue: 29 (September 2026) PP. 1704-1738
explanations in the conceptual background along with the regulatory conditions in Theme 3.
Pressure salience has little to do with the level of regulation. Two banks may have to abide by
the same rulebook but may face substantially different levels of effective pressure depending
on how much each supervisory unit focuses on Systemically Important Banks, how much
media coverage each bank receives, and how often each bank's shares change hands at the
proxy voting stage. A community bank may be subject to the same written requirement as a
national bank but may face lower pressure for non-compliance as well as less potential
visibility surrounding its failure. Pressure will increase with greater visibility which, in turn,
will increase with greater size. It is unclear if the relationship will be truly convex, so that
pressure would increase at a greater rate than the increase in visibility. Everything that follows
will be independent of that assumption. Of the four configurations that follow and with the
assumption of Proposition 2, this relationship, more than any other, is the most likely to cause
small banks to adopt superficially while large banks adopt substantially.

Opportunity density. The third condition asks how many financeable green projects within
the bank’s reachable market exist at a size, tenor, and risk profile that are in line with the bank’s
balance sheet. It extends the bankability argument found in Theme 4. The important aspect of
this is the two-way deal size filtering on opportunity. The large bank is efficient in utility-scale
renewable energy and inefficient in performing small efficiency retrofits for a family firm,
where the costs of origination and monitoring diminish the profit margin. The reverse is true
for a small bank, which is able to underwrite a small firm retrofit and is too small to hold a
stake in a wind farm. Therefore, opportunity density is not the same for small banks as it is for
large banks and is likely differently distributed. Some of the explained gap comes from the fact
that measurement of adoption is typically found in the large bank’s opportunities, in large
individual deals and public deal portfolios, as opposed to where small banks’ opportunities are.
Governance connects with all three conditions, as opposed to being adjacent. Strong
governance with oversight of the board, and executive and operational responsibility, with clear
escalation pathways, allows capability, market pressures, and available opportunities to be
converted to crediting changes. In their absence, the three conditions generate activity, but it is
used for reporting rather than reallocation, and opportunities that are identified are not
converted to credit. Therefore, the quality of governance is what determines the extent of
adoption that is meaningful, and Theme 2 suggests it does this largely independent of size.

Two constructs and one comparison are the basis of the propositions below, and each needs to
be clearly expressed. The primary outcome of adoption depth is how much environmental
criteria impact credit allocation and risk decisions, versus how much a bank formalizes policies
or discloses activities. The substantive share is a derivative measure that is the proportion of
adoption that a bank actually undertakes that represents a shift rather than a reporting exercise.
The bank-size gap is a between-group comparison that is not a feature of any one bank, and the
groups across which it will be considered are named with the propositions. Propositions 1, 3,
and 4 are articulated in terms of adoption depth and the substantive share. Propositions 2 and
5 are articulated in terms of gaps and are framed as between-group differences.

How the Conditions Combine
The framework presumes that the three components interact in a conjunctural manner. This
means that the three conditions are necessary, and none, in isolation, are sufficient, and so

adoption will not occur if any of the three conditions are absent. In this context, we would say
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that the conditions combine rather than accumulate. If conditions accumulate, it could mean
that a shortfall in a particular condition could be made up by an excess in another condition, so
that a bank that scores low in opportunity could make up for this by investing in capability.
However, the concept of combination precludes this. A bank with deep capability and great
demand will not lend more if there are no green financeable projects in its purview, and a bank
with several such projects will not finance them if it is unable to assess the risk and/or if it is
certain that nothing will happen if they remain unfinanced. In the absence of great external
pressure and/or green investment opportunities, deep capability will not lead to adoption. The
statement above focuses on the interaction of the three components rather than on the main
effects of the conditions, and it also suggests that the three components will not trade off against
each other.

This assumption provides a preliminary account of the contradictions reported above. Let us
consider four of the examples. High capability and high pressure (and low opportunity) result
in the "European case," as described by Aguila et al. (2026), where significant banks face
challenges, but still lend to highly carbon-intensive firms, because the threshold for green deals
is high. High capability and low pressure (and moderate opportunity) result in the "Indonesian
case" described by Kartiko et al. (2024), where legal provisions exist, sanctions are absent, and
it is a voluntary decision of firms to adopt the provisions. Low capability and high-pressure
result in "symbolic compliance (or doing things to look like one is complying), at a cost, with
no substance," our interpretation of what smaller banks have reported in the literature when
they are subject to the same requirements, as opposed to any corpus study that makes a claim
to the contrary. Low pressure and high opportunity result in a "missed market," the most visible
example being the demand for green credit by small and medium-sized enterprises, which, once
again, is our interpretation, as the phenomenon remains unstudied.

Four narrative examples cannot choose between functional forms, and no such choice is
intended in this paper. In order to assess the assumption, we must rely on the configurational
and necessary-condition approaches, since both are appropriate for the identification of
conjunctural causation (Dul, 2016; Ragin, 2008).

The framework separates the bank-size gap into two gaps that are often reported as one. Each
of these gaps has its own definition. The visibility gap is the disparity between large banks and
small banks in the things they formalize and disclose, which is to say the disparity in
sustainability reporting. It is predominately caused by the salience of pressure and the formality
of governance. Large banks almost lead this by default. The depth gap is the disparity in the
real amount of credit that moves, which is to say the disparity in the volumes of green financing
and the extent to which environmental risk is integrated in lending and in risk assessment. This
is a joint effect of capability and opportunity.

Two regulators do not always need to travel in the same direction. A regulator that increases
disclosure requirements may increase the visibility gap, leaving the depth gap unchanged. This
is exactly what the friction between symbolic and substantive adoption in Theme 2 anticipates.
Separating them explains why in disclosure-based measures, the size gap appears to be wider
than in lending-based measures. It also suggests that part of the consensus that was previously
reported is measurement related and is not actually about the banks. The distinction sharpens
decoupling, rather than replacing it. What the decoupling literature argues is that in formal
adoption and subsequent operational practice, there can be a separation. What the framework

1724



Advanced International Journal of
Business, Entrepreneurship and SME's  A| JBES

EISSN: 2682-8545

Volume: 8 Issue: 29 (September 2026) PP. 1704-1738
provides is that the two gaps have distinct drivers. The visibility gap is driven by the salience
of governance formality, whilst the depth gap is driven by capability and opportunity. Because
of this, they may move in opposite directions, which decoupling as it is commonly described.

Size only fits into the three of the framework's conditions. Size summarizes capability, pressure
salience, and opportunity density poorly, and the framework expects the impact of size to
change accordingly. Size is expected to be largest in studies based on disclosure measures, be
smaller in studies based on lending measures, and will substantially decline when capability
and pressure are inserted directly. Size mediates the outcome through the framework
conditions, and this does not claim that the reported size effects are spurious. In the absence of
studies that have integrated the databases, this hypothesis is testable given the existing data.
The Bank-level financial data from Orbis Bank Focus, coupled with structural data and
sustainability and governance indicators from the LSEG or similar ESG database, the now
mandatory climate-related disclosures in the EU's Pillar 3, and (where available) credit-register
data on the composition of lending, all provide the database required to evaluate the prediction.
This prediction provides a theory for the pattern of results seen in the studies reviewed in this
paper and does not claim any of the results reviewed were inaccurate.

Figure 2 combines the different sections as follows. The three components appear as parallel
cards at the top showing their elements and how they vary with the size of the bank, with the
conjunction operator between the components indicating that all three are required
simultaneously and in their absence none of the components is sufficient. All three components
are directed to the full-width governance band below, across which the partition is made. Weak
governance converts capacity, pressure, and opportunity into reporting, and strong governance
converts them into reallocation. From this band, the Figure separates into two outcome boxes,
the depth gap and the visibility gap, each box labeled with the conditions that drive it. The
panel at the bottom indicates where bank size enters, which is only via the three components
and never directly on adoption.
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Capability Pressure
depth salience
What it is What it is What it is
Financial capacity, specialized staff Whether regulators, investors, media and Financeable green projects within reach
environmental data and risk-modelling communities are watching, and what at a size, r and risk the balance
systems, and the room to build them failure actually costs the bank sheet can hold
How it scales with bank size How it scales with bank size How it scales with bank size
Assumed lumpy. Build costs are largely Visibility weighted. Rises with size Filtered by deal size in both
absolute rather than proportional, so under a common rulebook; convexity is directions. Nat simply lower for small
the condition binds hardest below a conjectured, not established banks, but differently distributed
4 threshold ) g P,

Conjunction: all three are required together, none is individually sufficient

r )
Governance quality
Board oversight, executive accountability and internal escalation decide how much of the response is real
Weak governance turns the three conditions into reporting. Strong governance turns them into reallocation
- J
\J \J
s '
Depth gap Visibility gap
Difference in how much credit actually moves. Difference in what banks formalize and disclose
Driven by capability and opportunity together Driven by pressure salience and governance formality.
Understated by disclosure-based measures. Large banks lead it almost by construction
- J

Where bank size enters

Size acts only through the three conditions. It summarizes pressure salience very well, capability reasonably well and opportunity density poorly,
so the estimated effect of size is largest for disclosure measures, smaller for lending measures, and attenuates substantially once the conditions are measured directly.

Figure 2: The Capability, Pressure And Opportunity Framework

Source: Authors' Own Work
Propositions and Scope
Five propositions follow from the framework and can be taken directly into empirical work.

Proposition 1. The effect of capability on adoption depth is conditional on a threshold set by
the fixed cost of environmental risk infrastructure. The marginal effect of size on adoption
depth is therefore largest among smaller institutions and declines as size rises. Since the corpus
contains few very small institutions, the proposition extrapolates beyond the observed range,
as the scope conditions below make clear.

Proposition 2. Uniform regulation raises pressure salience more for visible institutions than
for less visible ones and so widens the visibility gap. Its effect on the depth gap is indeterminate,
because the same requirement imposes a fixed compliance cost that degrades the capability of
smaller institutions while the added pressure raises their incentive to adopt. The depth gap
widens or narrows according to which of the two effects dominates. Only where the
requirement is disclosure-only, or where the fixed cost is subsidised, should the depth gap be
left broadly intact.

Proposition 3. Capability, pressure, and opportunity are jointly necessary and individually

insufficient, so that banks scoring low on any one condition should not appear among
institutions showing deep substantive adoption. It would be disconfirmed by the identification
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of a substantial group of banks that are demonstrably weak on one condition and are
nonetheless reallocating credit at levels comparable to institutions strong on all three.
Interaction-based and necessary-condition designs are the appropriate tests.

Proposition 4. Governance quality determines the substantive share of adoption, that is the
proportion taking the form of reallocated credit rather than of reporting, and it does so
independently of bank size.

Proposition 5. Since opportunity density is filtered by deal size, adoption measures anchored
on large transactions and formal disclosure overstate the bank-size gap relative to measures
anchored on portfolio composition within each bank's reachable market. Two dimensions
define the reachable market, namely the bank's geographic lending footprint and the loan-size
band its balance sheet and single-name concentration limits allow it to hold.

None of the three conditions has yet been measured in any of the literature, and until that
happens, these propositions will remain untestable. That said, some candidate measures are
available. The depth of capability might be approximated by sustainability and environmental-
risk staff per unit of assets, the presence of an internal climate risk model, or spending on
environmental data services. Pressure salience might be approximated by supervisory
designation or systemic-importance status, the number of analyst or media mentions, or the
equity held by institutional investors with climate policies. Of the three, opportunity density is
the most difficult to approximate. One potential proxy is the number of green-eligible projects
within a bank's reachable market at ticket sizes less than the bank's single-name concentration
limit. This proxy could be used in conjunction with local data on renewable energy and
building-retrofit investments on a per capita basis as a preliminary proxy. These examples are
meant to make the propositions testable, and not to advocate a particular instrument. The
important thing is that each of the three conditions contains at least one proxy that can be used
to test the framework.

Three elements are associated with the framework. It is comparative and ideal-typical,
describing how classes of institution differ and predicting the behavior of any particular bank.
Those classes are of two kinds. By scale, and always relative to the national banking system in
which they operate, they are small, medium and large. By business model they are profit-
oriented commercial banks, cooperative and community institutions, and development banks.
Hence, the propositions are group-level comparative statements and are testable at this level. It
would be a refutation of Proposition 1 if a finding occurred that very small and medium sized
institutions diverged no more in their adoption depth than large and very large institutions.

The framework assumes profit-oriented, lending-driven institutions, so development banks that
operate under an explicit policy mandate would be facing a pressure condition of a different
kind, and thus, including them would necessitate the framework to be extended rather than just
applied. It is finally built upon twelve studies confined to a small number of countries, on which
basis it is best to consider the propositions as hypotheses to be tested as opposed to already
existing findings. Given the reasons stated, the propositions are deliberately expressed in a way
that will make them testable at the group level. The first and foremost thing to investigate,
therefore, is whether the framework will maintain its validity outside the boundaries where it
was created, and in particular in banking systems where cooperative and community
institutions constitute a substantial portion of credit.
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Recommendations and Future Directions

Recommendations for Practice

Closing the gap between the sizes of banks requires more than adhering to sustainability
standards, and the framework outlined previously suggests where most of the work should be
done first. Since the three conditions are conjunctural, ameliorating a condition that is not
binding brings very little benefit, and so the practical question is which condition binds.
Although three questions may not be sufficient for answering this, for practical purposes they
settle it well enough. Does the bank have staff, systems, and data to assess environmental risk
at all, or would it have to build them from scratch? Does anybody outside the bank notice what
it does and does anything follow if the bank does nothing? Are there any green projects that
the bank can finance within its lending capacity? A bank that answers no to the first question
has a capability constraint. A bank that answers no to the second question does not have a
capability constraint, and in that case capability improvement will generate better reporting
rather than additional lending.

When capability is the limiting condition, small and medium sized banks generally can benefit
the most from a pragmatic, phased approach that considers their available resources. A first
step may envision the development of a firm-wide sustainability policy, the incorporation of
environmental risk assessments into the credit evaluation process, the strengthening of job-
related sustainability skills, the development of sustainability-related expertise within the
institution, and the deployment of digital tools to assist the bank in better managing and
reporting environmental data. Cloning the machinery of a large commercial bank’s
sustainability practice should not be the goal. The appropriate aim should be to develop
capability within the context of the clientele, the market niche, and the strategic aspirations of
the bank (Aguila et al., 2026).

Collaboration should be prioritized and the framework helps sort the options by the condition
each address. Smaller banks can create partnerships with development finance institutions and
universities who can help with access to technical climate risk and finance tools through their
expertise and access to climate finance. Developing these partnerships relieves the capability
constraint. Similar constraints can be relieved with sector-wide partnerships or initiatives that
have standardized environmental reporting, harmonized environmental due diligence, and
common databases of climate information. Other partnerships or instruments relieve the
opportunity constraint. These include aggregation of small transactions into larger portfolios,
standardized assessment templates for small green loans, and guarantee schemes that, once
local barriers to new and innovative technologies are addressed, can make green technologies
bankable. They are the most important instruments when the constraint is the business pipeline
rather than capacity, and they are the most lacking in capacity building efforts. None of this
can happen without a clear mandate and overall support from the board and management
toward the governance of the institution, given that the main challenge faced is the absence of
the will to change the way credit is extended in line with the improvements in sustainability
reporting. (Bukhari et al. 2025, Riaz et al. 2023).
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Recommendations for Policy or Organizational Use

Policy design should take into account the varying financial, technological, and personnel
resources of banks. Uniform requirements based on the assumption that large banks and small
banks have simultaneous ability to meet complex sustainability requirements may worsen the
asymmetries that already exist. Therefore, regulators may want to consider tailored approaches
in which the environmental goals remain constant, while there is flexibility in the reporting,
compliance, and technical standards based on the institutions’ abilities. An approach of this
nature encourages greater participation, while maintaining the same level of rigor. Further
supports for compliance and more consistent implementation would include technical
assistance, standardized environmental risk assessments, supervisory guidance, and sector-
based sustainability taxonomies (Aguila et al., 2026; Chandran et al., 2025).

This type of approach to regulation is not a novel approach for prudential regulation. Capital
and disclosure requirements are typically introduced in a staged manner based on the size of
the bank, the status of the listing, or the bank’s systemic importance (Basel Committee on
Banking Supervision, 2022). The main question to be resolved here is what requirements
should scale with the bank’s resources and what requirements should remain constant. For
example, the environmental objectives and the scope and quality of the taxonomy should
remain. The integrity of the taxonomy and the objectives would be undermined by dilution of
coverage and the quality of the taxonomy. Potentially, the frequency and granularity of reports,
the assurance requirements, the sophistication of modeling, and compliance timelines could all
potentially scale. We do not suggest an affluence ladder approach, nor do we suggest asset
thresholds. Evidence gathered herein is not sufficient to warrant calibration, and we strongly
oppose making calibration proposals in the absence of evidence.

Here is one warning that is directly related to the framework and is against most contemporary
policies. Disclosure requirements elevate the pressure and salience for the institutions they are
focused on, thus creating a disparity for institutions that are more visible. Therefore, reforms
on the disclosure side are projected to widen the visibility gap and leave the depth gap largely
unchanged, leading to an overall improvement in the sector’s environmental sustaining profile
due to reporting rather than lending. For reforms on the depth gap, mechanisms, and
opportunities need to be addressed. Other limitations of supply-side efforts are obstacles to
demand. Hallunovi and Uku (2025) interviewed 350 members of the public in Albania and
found that there was a strong belief among the respondents of the potential of green banking,
and a moderate level of prior knowledge of green banking, indicating that reform needs to
address level of informed demand of the banking services first.

An appropriate policy ecosystem is as important as the rules themselves. credit guarantees,
blended finance, green investment funds, and partnerships between the public and private
sectors comprise some of the tools that reduce perceived risk of financing and improve the case
for sustainable investment. National reporting standards, centralized climate-risk databases,
and targeted capacity building programs would help reduce disparities for institutions of all
sizes. While external measures of this nature are important, banks should enhance these efforts
by addressing sustainability in strategic planning, performance assessments, and risk
management. Green banking should become a long-term strategic goal of the organization,
rather than a regulatory burden (Hallunovi & Uku, 2025; Riaz et al., 2023).
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Future Research Directions

The main emphasis should be integration. As it stands, studies apply stakeholder theory,
institutional theory, legitimacy theory, corporate governance theory, and the resource-based
view in a disjointed manner, which leads to fragmented descriptions of the bank-size gap. The
framework presented here is one effort at integration and should be considered preliminary.
Research should focus on the framework’s propositions, sharpen the three conditions, and
explore the interplay of organizational resources, governance quality, stakeholder demands,
institutional environments, and market conditions in various banking environments. Research
of this nature would substantiate our knowledge of how banking and financial systems adapt
to sustainability, and why there are discrepancies in the size of the organizations (Bukhari et
al., 2025; Chandran et al., 2025).

To design empirical research on the lines of sustainability to help fill the gaps in focus on
methods, geographies, and sectors, longitudinal studies are required to understand the evolution
of green banking. Cross-country studies could also help understand disparate adoption of green
banking and how regulatory frameworks, institutions, and quality, as well as the characteristics
of financial systems, drive such discrepancies. Of greater importance are community banks,
cooperative banks, rural financial institutions, credit unions, and development banks, among
others. Measurement also needs to focus on parameters other than sustainability disclosures.
Green banking and sustainability research will help better articulate the existing gaps and help
strengthen the knowledge base with respect to the challenges and the effectiveness of green
banking initiatives and climate-related practices and policies, integration of climate risk, and
development of related banking capabilities (Aguila et al., 2026; Riaz et al., 2023)

Conclusion and Limitations
This final section draws the review together and sets out its limitations.
Conclusion

This narrative synthesis examines the bank-size gap in green banking through a four-level
framework of organizational resources and technological readiness, governance and
stakeholder pressure, regulation and compliance, and bankability and business models. In
combination, these levels indicate that the gap in the adoption of green banking cannot be
attributed to size of the bank in question. Size overlaps many other complexities of an
organization and the market that determines environmental sustainability, such as a bank’s
governance, lending, and risk management. Factors such as governance, technological, and
financial resources also contribute to a bank’s ability to implement green banking practices.
Smaller banks have less capacity and resources and pay higher compliance costs than larger
banks (Aguila et al., 2026; Bukhari et al., 2025).

The review also indicated that the literature is both conceptually and empirically disjointed,
despite its growth. The different definitions of green banking and of sustainable banking and
of environmental finance, along with the application of different theories and the usage of
different adoption indicators, make them almost impossible to compare across texts (Riaz et
al., 2023). Much of the available evidence is also unevenly located across countries and
banking sectors, and it is focused on the banking sectors of a select group of emerging
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economies, especially on the commercial and Islamic banks. Therefore, the existing literature
can at best describe some of the institutional contexts and conditions that relate to placement
of the bank-size gap. Integrating the literature under broad themes enables convergence across
the different levels of explanation, divergence, and the gaps that remain unexplained.

Two additions follow and go beyond the broad finding that large banks possess greater green
banking capacity. The first is the capability, pressure, and opportunity framework. It states that
combined capability, pressure, and opportunity create the condition for adoption, with
governance determining how far adoption will extend to credit decisions. Each of the three
conditions is grounded in a resource-based view, institutional and legitimacy theory, and
resource dependence theory, respectively. The interaction of these theories is of great
importance to the framework. Deal-size filtering of opportunity density holds no equivalent in
existing tripartite models of behavior.

The second addition distinguishes the visibility gap in disclosure from the depth gap in
financing. Because they respond to different stimuli, they can move in opposite directions. An
indicator based on reporting will capture progress that has not materialized through lending.
The two contributions are summarized in twelve propositions and, together, provide a more
comprehensive view of bank size. It is the sum of numerous structural and market-based
conditions rather than a stand-alone organizational attribute. Gapping the divide will
consequently require several actors across the sustainable finance ecosystem.

The review addresses several unresolved conceptual problems and methodological limitations
and proposes some suggestions for future work that is both theoretical and empirical. As green
banking systems begin to take shape in the context of more advanced climate policies and
ongoing reform of the financial sector, the development of banking systems to support financial
resilience and sustainable goals will become increasingly important.

Limitations

Some caveats apply. Firstly, the search was primarily done in Scopus. While it has a wide
coverage of peer-reviewed research in the fields of business, finance, economics and
sustainability, a single database will miss publications indexed in Web of Science, Dimensions,
Google Scholar and specialized sustainability collections, and recent, regional and discipline
specific publications may not have been captured. The search string is a second constraint but
more importantly, as each record must contain an explicit difference term, this constrains the
search to studies which examine size effects and therefore will miss a large proportion of
relevant empirical work, so the studies in this collection are best understood as studies which
explicitly address the gap, rather than all studies which relate to the gap.

The fourth review presented publications for the years 2010 to 2026. This range captures the
development of the area of green banking in research, however this means it does not include
studies which could have provided context for the area from the existing research on
environmental finance and the corporate sector's responsibility to the environment, and in the
end, no studies which were published before 2018 fulfilled the criteria for inclusion, leaving
an eight-year gap.
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Limitations to the size of the corpus constrain what can be claimed. Twelve studies reflect the
recent focus on the bank-size gap as an explicit area of interest, and the reasons for treating that
number as workable are outlined in the review approach above. It is still a small evidence base.
Two of twelve studies examine bank size directly, five offer secondary (rather than primary)
evidence, and no quantitative synthesis is attempted. Nothing should be interpreted as an
empirically derived generalization concerning banking systems in the aggregate. The
framework is an interpretation constructed from the corpus rather than a finding exclusively
derived from it, and the conclusions need to be reassessed as the research progresses.

Coverage is uneven across banking sectors and geographical regions. The literature focuses
predominantly on commercial banks, and more recently on Islamic banks, while the other
types, such as cooperative banks, community banks, credit unions, regional banks, and
development banks, are still under-researched. Most of the empirical studies are concentrated
in a few developing countries, which restricts the extent to which the results can be generalized
across different regulatory and institutional contexts. The conclusions presented should not be
interpreted as equally applicable to all banking systems. Reviews with a broader geographical
scope and a more diverse representation of various banking models would help determine if
the bank-size gap is context-dependent (Chandran et al., 2025; Riaz et al., 2023).

Distribution of citations (as evidence) is another limitation, and one that impinges on the
proposed framework. Several sources merge to form the synthesis. In this case, Aguila et al
(2026) synthesizes Theme 4 and one of the four configurations discussed above, and appears
16 times in the framework, whereas Riaz et al (2023) is cited ten times (even though it is a
review, and therefore not primary research). Three of the twelve studies come from a single
research program that were published in one journal (Bukhari et al., 2020, 2022, 2025), and
two of those three studies report the same survey of 419 Pakistani branch managers, so the
corpus is less independent than a count of twelve. A framework that cites part of the evidence
to support the framework cannot be considered independently corroborated, and the
propositions must be read accordingly.

Another constraint is the conceptual confusion in the literature. Although it is easily recognized
that Green Banking, Sustainable Banking, Green Finance, Sustainable Finance, and
Environmental Finance are different concepts, they are used interchangeably. The
measurement of these concepts ranges from disclosures to governance, from the management
of environmental risks to the development of environmental behaviors in the organization. The
lack of consistent concepts and measures makes it difficult to make comparisons and also
makes the development of cumulative theory more challenging. The attempt to integrate these
concepts was made. However, the synthesis contains the inconsistencies of the sources that it
draws on.

Lastly, narrative review is an interpretive method. Unlike systematic reviews and meta-
analyses, it aims for conceptual integration instead of statistical integration, and relies on the
researcher’s judgement to identify, synthesize, and interpret different and diverse sources of
evidence (Baumeister & Leary, 1997; Green et al., 2006). It is useful for a new and fragmented
field and involves some degree of subjectivity for both what is selected and for the reading of
it. The results and the interpretation should be considered an integrated view, rather than a set
of final integrative conclusions. Systematic reviews, bibliometrics, and meta-analysis can be
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leveraged to verify the propositions made in the present study against more systematically and
extensively derived evidence.
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Appendix A
Table 2: Characteristics Of The Twelve Included Studies
Study Outlet and Country or Bank type(s) Research design Sample and How adoption is Bank size, Theoretical lens Reported finding
document type region covered period operationalised measure and on bank size
role
Aguila et al. Competition & Europe, with Commercial Qualitative 88 semi- Interview Not formally Business model Green lending is
(2026) Change, journal interviewees in banks, including empirical structured accounts of green measured. Large and market constrained by
article (advance Belgium, France, seven G-SIBs, interviews, lending and and smaller structure, political | bankability,
online) Germany, together with including 21 bank | decarbonisation institutions are economy of business models
Luxembourg, the non-bank staff across 11 practice compared banking and regulation.
Netherlands, financial banks. Cross- qualitatively Well-resourced
Switzerland, the institutions, sectional large banks
UK and the US regulators and continue lending
civil society to carbon-
intensive clients
Akasumbawa et International Indonesia and Islamic banks Quantitative 13 Indonesian Islamic Green Explicit Corporate Bank size
al. (2026) Journal of Islamic | Malaysia empirical and 8 Malaysian Banking moderator of the governance, strengthens the
Finance and Islamic banks, Disclosure Index governance- magqasid al- effect of
Sustainable 2009 to 2024. constructed by the | disclosure Shari'ah corporate
Development, Panel, fixed authors relationship governance on
journal article effects green banking
disclosure
Bose et al. (2018) | Asia Pacific Bangladesh Commercial Quantitative Commercial Green banking Included as a Institutional Central-bank
Journal of banks empirical banks, 2007 to disclosure index firm-level control | theory, corporate guidance issued
Management, 2014. Panel coded from annual | among the governance in 2011 raised
journal article content analysis reports determinants of disclosure.
of annual reports disclosure Governance and
institutional
factors drive
disclosure
Bukhari et al. International Pakistan, Not applicable Conceptual Not applicable Not measured. Not applicable Stakeholder No size analysis.
(2020) Journal of Ethics conceptual Proposes an ESG- theory, ESG The roadmap is
and Systems, based roadmap of offered as
journal article green banking applicable at any
practices stage of adoption
Bukhari et al. International Pakistan Commercial Quantitative Survey of 419 Self-reported Not measured Stakeholder No size finding.
(2022) Journal of Ethics banks, branch empirical branch managers, | green banking theory, corporate Top-management
and Systems, level cross-sectional, adoption at branch environmental commitment
journal article PLS-SEM level ethics moderates the
effect of
stakeholder
pressure on
adoption
Bukhari et al. International Pakistan Commercial Quantitative Survey of 419 Self-reported Not measured Stakeholder No size finding.
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(2025) Joumnal of Ethics banks, branch empirical branch managers, | green banking theory, Green capability
and Systems, level cross-sectional, adoption institutional moderates the
journal article PLS-SEM. Same theory effect of
(advance online) evidence base as stakeholder

Bukhari et al. pressure, and

(2022) community
pressure is not
significant

Chandran et al. Discover India Banking sector Theoretical / Not applicable Not applicable Not applicable Institutional No size analysis.

(2025) Sustainability, generally conceptual theory, regulatory | Regulatory
journal article perspectives uncertainty and

institutional
barriers are
identified as the
binding
constraints

Hallunovi & Uku | Corporate Albania Not bank-level, Quantitative 350 general- Public awareness Not applicable Corporate No bank-size

(2025) Governance and general public empirical (survey) | population of, and stated governance, evidence.
Sustainability respondents, demand for, green sustainable Moderate public
Review, journal cross-sectional banking products development awareness at 42
article per cent, with

cost, knowledge
and regulation
reported as
barriers

Kartiko et al. Administrative Indonesia All banks within Normative legal Statutory and Not applicable Not applicable Legal and No size analysis.

(2024) and the regulatory analysis conceptual regulatory Weak sanctions
Environmental perimeter approach, no analysis and enforcement
Law Review, sample leave green
journal article banking

dependent on
voluntary
initiative

Riaz et al. (2023) | Emerald edited Global (Scopus All bank types Review 44 Scopus- Not measured. Not applicable Multiple lenses No primary size
volume, peer- corpus) (bibliometric and indexed articles, Maps how prior mapped across the | finding. Reports
reviewed book systematic) PRISMA work measures prior literature that 82 per cent of
chapter protocol, adoption the prior literature

VOSviewer is survey-based
and that
terminology is
used
inconsistently

Sarma & Roy Journal of Global All bank types Review Green banking Not measured. Not applicable Six dimensions No primary size

(2021) Sustainable (scientometric) literature, 1995 to | Maps the structure identified across finding. The
Finance & March 2019 of the literature the literature literature clusters
Investment, into conceptual,

journal article

legal, model,
stakeholder, green
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performance and

sectional

financial
dimensions
Sharma & Environment, India 12 public and Qualitative 36 semi- Green product Not measured Conceptual model | No size analysis.
Choubey (2022) Development and private empirical structured development, of green banking Green initiatives
Sustainability, commercial interviews with green CSR and initiatives, green are found to
journal article banks middle and senior | green internal brand image and strengthen green
managers, Cross- process green trust brand image and

green trust

Source: Authors' Own Work
Note. "Not applicable" indicates that the study design does not admit the field. Conceptual, normative and review entries have no sample, no adoption measure and no size
variable, and that is itself part of what the table is intended to disclose. Two of the twelve studies analyse bank size directly. Three are conceptual, theoretical or normative
and two are reviews of prior literature, so five of the twelve supply secondary rather than primary evidence. Bukhari et al. (2022) and Bukhari et al. (2025) report the same
survey of 419 branch managers.
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