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Abstract	
This	 study	 examines	 the	 relationship	 between	 Perceived	 Fossil	 Fuel	 Financing	 Practices	 (PFFP)	 and	 Perceived	
Environmental	Sustainability	Outcomes	(PESO)	among	private-sector	bank	employees	in	Assam,	India,	while	assessing	
the	direct	and	moderating	role	of	Perceived	Institutional	Quality	(PIQ).	A	quantitative,	cross-sectional	research	design	
was	 employed	 using	 data	 collected	 from	 100	 private-sector	 bank	 employees	 through	 a	 structured	 questionnaire.	
Climate	 Risk	 Awareness	 (CRA)	 and	 Organisational	 Factors	 (OF)	 were	 incorporated	 as	 control	 variables.	 The	
hypothesised	relationships	were	analysed	using	Partial	Least	Squares	Structural	Equation	Modelling	(PLS-SEM).	The	
measurement	model	demonstrated	satisfactory	reliability,	convergent	validity,	and	discriminant	validity.	The	structural	
model	explained	45.8%	of	the	variance	in	PESO.	The	results	revealed	that	PFFP	had	a	significant	negative	association	
with	PESO	(β	=	−0.298,	p	<	0.001),	supporting	H1.	In	contrast,	PIQ	showed	a	positive	but	statistically	non-significant	
association	with	PESO	(β	=	0.180,	p	=	0.134),	while	the	interaction	between	PFFP	and	PIQ	was	also	non-significant	(β	=	
0.080,	p	=	0.276);	hence,	H2	and	H3	were	not	supported.	CRA	and	OF	exhibited	significant	positive	associations	with	
PESO.	The	study	contributes	to	sustainable-banking	literature	by	shifting	attention	from	predominantly	studied	green	
banking	practices	toward	employees’	perceptions	of	carbon-intensive	financing	and	by	providing	evidence	from	the	
comparatively	 underexplored	 Northeast	 Indian	 banking	 context.	 The	 findings	 highlight	 the	 relevance	 of	 financing	
practices	and	internal	organisational	conditions	in	shaping	perceived	environmental	sustainability	outcomes.	
Keywords:	Climate	Risk	Awareness,	Environmental	Sustainability,	Fossil	Fuel	Financing,	Institutional	Quality,	PLS-
SEM,	Sustainable	Banking.	
	

Introduction	
Financial	 institutions	 are	 important	 in	 the	
transition	 to	 a	 low-carbon	 economy	 because	 the	
allocation	 of	 6inancial	 resources	 through	 their	
lending,	 investment	 and	 underwriting	 decisions	
affects	the	allocation	of	6inancial	resources	across	
economic	 activities.	 Green	 banking	 has	 thus	
become	 a	 way	 of	 integrating	 environmental	
concerns	 into	 banking	 activities,	 lending	 policies	
and	 6inancial	 products,	 so	 as	 to	 minimize	
environmental	 impacts	 and	 promote	 sustainable	
development	(1,	2).		While	the	direct	environment-
al	impact	of	banks	can	be	relatively	low	compared	
to	 the	 environmental	 impact	 of	 carbon-intensive	
industries,	 the	 indirect	 environmental	 impact	 of	
banks	 through	 their	 6inancing	 decisions	 can	 be	
signi6icant	(3).	While	there	has	been	growing	focus	
on	 environmental,	 social	 and	 governance	
principles	 and	 climate-risk	 management	 and	
sustainable	6inance,	signi6icant	6inancial	resources	

are	still	being	directed	towards	 fossil-fuel-related	
activities	 (4).	 The	 promotion	 of	 green	 6inancial	
products,	 however,	 does	 not	 necessarily	 mean	 a	
decrease	 in	 6inancing	 for	 carbon-intensive	
activities	 (5).	 Important	 relationships	 between	
banking	 practices	 and	 environmental	 outcomes	
have	 been	 established	 in	 previous	 studies.	 Green	
banking	practices,	employee	green	behaviour	and	
top	management	 commitment	were	 important	 in	
accounting	 for	environmental	performance	based	
on	 responses	 received	 from	 460	 banking	
employees	 in	 Delhi	 NCR	 (6).	 Indian	 employee-
based	studies,	however,	have	largely	concentrated	
on	the	positive	aspects	of	sustainable	banking	such	
as	 green	 banking,	 green	 6inance	 and	 employee	
green	behaviour,	with	comparatively	less	attention	
paid	to	the	perceptions	of	the	employees	regarding	
the	continuation	of	carbon-intensive	6inancing	(7).	
Secondary	6inancial	data,	like	syndicated	loan		
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databases	and	bank	disclosures,	have	also	been	the	
primary	source	of	research	on	fossil-fuel	6inancing.	
For	 instance,	 past	 study	 discovered	 that	 banks	
seemed	to	be	factoring	climate	risks	into	their	loan	
pricing	 (8),	 but	 signi6icant	 lending	 to	 fossil-fuel	
companies	persisted.	This	evidence	can	be	useful	
for	 understanding	 real	 6inancing	 patterns,	 but	 it	
does	not	give	much	insight	into	what	employees	as	
internal	 stakeholders	 think	 about	 the	 6inancing	
patterns.	The	link	between	6inancing	practices	and	
sustainability	can	also	be	affected	by	institutional	
conditions	 (9).	 New	 Institutional	 Economics	
focuses	 on	 the	 importance	 of	 formal	 rules,	
regulatory	 structures	 and	 enforcement	 mecha-
nisms	in	in6luencing	the	behaviour	of	organisations	
(10).	 The	 empirical	 evidence	 shows	 that	 good	
institutional	 quality	 can	 help	 to	 support	
sustainable	 development	 and	 improve	 the	
effectiveness	 of	 green	 6inance	 (11).	 Speci6ically,	
institutional	 quality	 can	 enhance	 accountability,	
regulatory	implementation	and	6inancial	resource	
allocation	for	sustainable	activities.	But	the	current	
research	 mainly	 focuses	 on	 the	 country	 or	
macroeconomic	 level	of	 institutional	quality	(12).	
The	 link	 between	 employees'	 perception	 of	 the	
quality	 of	 the	 regulatory	 environment,	 its	
enforcement	 and	 accountability	 and	 their	
perception	 of	 the	 environmental	 sustainability	
outcomes	 of	 banks	 is	 relatively	 less	 understood.	
Furthermore,	 while	 the	 positive	 impact	 of	 green	
6inance	 on	 sustainable	 development	 has	 been	
demonstrated	 (13),	 its	 potential	 to	 reduce	 the	
negative	relationship	between	perceived	fossil-fuel	
6inancing	 and	 perceived	 environmental	
sustainability	 outcomes	 has	 been	 under-
researched.	
These	 restrictions	 highlight	 a	 number	 of	
interrelated	research	gaps.		
a) First,	 research	 on	 fossil-fuel	 6inancing	 focuses	

mainly	 on	 objective	 measures	 of	 volumes,	
pricing	and	climate-related	6inancial	risks,	and	
the	 perceptions	 of	 internal	 stakeholders	 are	
relatively	under-researched.		

b) Second,	 Indian	 employee-based	 banking	
research	 focuses	 primarily	 on	 good	 practices	
for	the	environment	and	not	on	the	competing	
sustainability	 signal	 that	 can	 be	 sent	 by	 the	
continued	 6inancing	 of	 carbon-intensive	
operations.	

c) Third,	 the	 direct	 and	 moderating	 effects	 of	
perceived	 institutional	 quality	 on	 this	
employee-level	relationship	are	not	clear.		

d) Lastly,	there	is	a	lack	of	empirical	evidence	from	
Assam	 and	 the	 broader	 banking	 landscape	 in	
Northeast	India.		

Stakeholder	Theory	offers	a	justi6ication	for	doing	
so,	as	employees	are	key	internal	stakeholders	who	
are	 affected	 by	 organisational	 policies,	 practices	
and	 communication	 (14).	 Importantly,	 employee	
perceptions	should	not	be	taken	as	objective	bank-
level	 6inancing	 or	 environmental	 performance.	
Therefore,	 Perceived	 Fossil	 Fuel	 Financing	
Practices	 (PFFP)	 and	 Perceived	 Environmental	
Sustainability	 Outcomes	 (PESO)	 are	 not	 actual	
volumes	of	6inancing	or	environmental	outcomes,	
but	rather	perceptions	of	the	respondents.	In	this	
study,	 environmental	 sustainability	 outcomes	 are	
examined	 from	 a	 perspective	 of	 employee	
perceptions,	instead	of	as	an	objective	measure	of	
environmental	 performance.	 PESO	 should	 not	 be	
viewed	 as	 a	 measure	 of	 emissions	 reduction,	
environmental	impact	or	bank-level	sustainability	
performance,	 but	 rather	 as	 the	 employees'	
perception	 of	 the	 outcomes	 of	 their	 bank's	
environmental	 sustainability	 efforts.	 Likewise,	
Perceived	 Fossil	 Fuel	 Financing	 Practices	 (PFFP)	
measure	 employees'	 perceptions	 of	 their	 bank's	
fossil-fuel	 6inancing,	not	 the	amount	of	 fossil-fuel	
loans	or	veri6ied	fossil-fuel	6inancing	exposure.		
In	this	context,	the	overall	objective	of	the	study	is	
to	study	the	relationship	between	PFFP	and	PESO	
among	 the	 employees	 of	 private	 sector	 banks	 in	
Assam	 and	 to	 evaluate	 the	 effect	 of	 Perceived	
Institutional	 Quality	 (PIQ)	 on	 the	 relationship	
between	 PFFP	 and	 PESO.	 Speci6ically,	 the	 study	
investigates	whether	PFFP	hurts	PESO	(H1),	if	PIQ	
has	 a	 positive	 effect	 on	 PESO	 (H2),	 and	 if	 the	
negative	 relationship	 between	 PFFP	 and	 PESO	 is	
weaker	 at	 higher	 levels	 of	 PIQ	 (H3).	 Control	
variables	 include	 Climate	 Risk	 Awareness	 and	
Organisational	Factors.	
The	study	is	novel	in	three	ways.		
a) First,	it	focuses	on	the	negative	side	of	carbon-

intensive	 6inancing,	 rather	 than	 the	 positive	
aspects	that	have	been	studied	so	far	 in	green	
banking.		

b) Second,	 it	brings	 together	 fossil-fuel	 6inancing	
and	 the	quality	of	 institutions	 in	a	moderated	
employee-level	framework,	thus	extending	the	
institutional	 arguments	 in	 the	 realm	 of	 green	
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6inance	to	the	potential	negative	sustainability	
impacts	of	fossil-fuel	6inancing.		

c) Third,	it	offers	an	employee-centred	view	from	
Assam,	 offering	 evidence	 from	 a	 relatively	
under-researched	 banking	 context	 in	 the	
Northeast	of	India.			

The	 conceptual	 framework	 in	 Figure	 1	 positions	
PFFP	as	the	principal	predictor	of	PESO	and	PIQ	as	
both	a	direct	predictor	and	moderator.	CRA	and	OF	
are	 included	 as	 control	 variables.	 H1	 proposes	 a	
negative	 PFFP-PESO	 relationship,	 H2	 a	 positive	

PIQ-PESO	 relationship,	 and	 H3	 that	 higher	 PIQ	
weakens	the	negative	PFFP-PESO	relationship.	
The	 framework	 draws	 on	 Signaling	 Theory,	
Stakeholder	 Theory	 and	 New	 Institutional	
Economics.	 Financing	 decisions	 may	 signal	 a	
bank's	 environmental	 priorities;	 employees	 are	
treated	 as	 relevant	 internal	 stakeholders;	 and	
regulatory	quality,	enforcement	and	accountability	
provide	 the	 institutional	 conditions	within	which	
6inancing	behaviour	occurs	(15).	

	

	
Figure	1:	Research	Model		

Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors.	
	

Methodology	
The	study	employed	a	quantitative,	cross-sectional,	
and	 explanatory	 research	 design.	 The	 research	
process	 was	 conducted	 sequentially.	 The	
conceptual	 framework	 and	 hypotheses	 were	
formulated	 based	 on	 literature	 and	 theoretical	
background.	Second,	the	study	operationalised	the	
constructs	 of	 the	 study	 (Perceived	 Fossil	 Fuel	
Financing	Practices	(PFFP),	Perceived	Institutional	
Quality	 (PIQ),	 Perceived	 Environmental	
Sustainability	 Outcomes	 (PESO),	 Climate	 Risk	
Awareness	(CRA),	and	Organisational	Factors	(OF)	
using	 a	 structured	 questionnaire.	 The	
measurement	 items	 were	 developed	 for	 the	
present	study	based	on	an	extensive	review	of	the	
relevant	 literature	and	 the	 conceptual	de6initions	
of	 the	 respective	 constructs.	 Rather	 than	 being	
directly	adopted	from	a	single	previously	validated	
scale,	 the	 items	 were	 formulated	 by	 drawing	 on	
concepts,	dimensions,	 and	measures	 identi6ied	 in	
earlier	 studies	 and	 were	 contextualised	 to	 the	
banking	 and	 sustainable-6inance	 setting.	 There-
fore,	 the	 instrument	 is	 treated	 as	 a	 literature-
informed,	 study-speci6ic	 questionnaire.	 Third,	

purposive	sampling	was	done	to	approach	eligible	
private	sector	bank	employees	of	Assam	and	data	
collection	 was	 done	 by	 cross	 sectional	 survey.	
Fourth,	 collected	 responses	 were	 pre-segmented	
and	 coded	 for	 statistical	 analysis.	 Data	 were	
analyzed	 using	 IBM	 SPSS	 Statistics	 for	Windows,	
Version	 26.0	 (IBM	 Corp.,	 Armonk,	 NY,	 USA),	 for	
descriptive	 statistics	 and	 the	 assessment	 of	
common	 method	 bias.	 SmartPLS	 4	 (SmartPLS	
GmbH,	Oststeinbek,	Germany)	was	used	to	assess	
the	 measurement	 model,	 including	 indicator	
reliability,	 internal	 consistency	 reliability,	
convergent	 validity,	 and	 discriminant	 validity.	
Finally,	the	structural	model	was	assessed	with	the	
collinearity	 diagnostics,	 coef6icient	 of	 determi-
nation	 (R2),	 effect	 size	 (f2),	 path	 coef6icients	 and	
bootstrapping	 to	 test	 H1-H3,	 including	 the	
moderating	 in6luence	 of	 PIQ	 on	 the	 relationship	
between	PFFP	and	PESO.	Perceived	Environmental	
Sustainability	Outcomes	(PESO)	were	assessed	as	
the	perception	of	the	environmental	sustainability	
outcomes	 that	are	 linked	 to	 the	activities	of	 their	
banks.	 The	 construct	 is	 thus	 a	 subjective	 rather	
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than	 objective	 indicator	 of	 environmental	
performance.	 PESO	was	 not	measured	 using	 any	
bank-level	 information	 regarding	 carbon	
emissions,	 bank-6inanced	 emissions,	 energy	 use,	
environmental	 ratings	 or	 other	 independently	
veri6ied	 environmental	metrics.	 Therefore,	 in	 the	
empirical	 analysis,	 the	 term	 PESO	 will	 be	 used	
speci6ically	 to	 refer	 to	 perceived	 environmental	
sustainability	outcomes.		
Participants	of	the	Study	
The	 study	 was	 conducted	 in	 Assam,	 Northeast	
India,	 geographically	 located	 approximately	
between	 24°N–28°N	 latitude	 and	 90°E–96°E	
longitude.	The	study	covered	employees	of	private-
sector	banks	with	branch	operations	across	Assam,	
including	 HDFC	 Bank,	 ICICI	 Bank,	 Axis	 Bank,	
IndusInd	Bank,	 Kotak	Mahindra	Bank,	 IDFC	 First	
Bank,	 Federal	 Bank,	 South	 Indian	Bank,	 and	RBL	
Bank.	As	respondents	were	recruited	from	multiple	
banking	locations	across	the	state	rather	than	from	
a	single	research	site,	the	geographical	coordinate	
range	of	Assam	is	reported	to	represent	the	overall	
study	 area.	 Eligible	 respondents	 are	 current	
employees	of	these	institutions,	aged	18	or	above.	
Since	 the	study	examines	employees'	perceptions	
of	 fossil-fuel	 6inancing	 and	 sustainability-related	
banking	 practices,	 attention	 was	 given	 to	
respondents'	professional	familiarity	with	relevant	
banking	 activities.	 The	 questionnaire	 included	 a	
screening/pro6ile	 item	 concerning	 respondents'	
visibility	 into	 corporate	 lending	 decisions.	 The	
sampling	 frame	 covers	 branch	 employees	 across	
Assam's	 principal	 banking	 centres,	 with	
anticipated	 concentration	 in	 Guwahati	 as	 the	
region's	 6inancial	 hub,	 supplemented	 by	
respondents	 from	 district	 towns	 including	
Dibrugarh,	Silchar,	 Jorhat,	Tezpur,	 and	Nagaon,	 to	
avoid	the	sample	being	disproportionately	drawn	
from	a	single	city.		
Purposive	 (judgmental)	 sampling	 is	 employed,	
given	the	absence	of	a	complete,	publicly	available	
list	of	individual	private-bank	employees	in	Assam	
from	which	to	draw	a	random	sample.	Employees	
were	approached	through	direct	personal	contact	
and	email	communication.	Sampling	is	deliberately	
weighted	toward	roles	with	plausible	exposure	to	
lending	 and	 sustainability	 decisions	 Branch	
Operations,	 Compliance,	 Credit/Loans,	 Finance/	
Accounts,	 Relationship	 Management,	 Risk	

Management	 rather	 than	 treating	 all	 roles	 as	
equally	informative	respondents,	since	large	fossil	
fuel	 6inancing	decisions	are	 typically	made	at	 the	
institutional/corporate	 banking	 level	 rather	 than	
the	branch	level.	
Data	Collection	Procedures	
A	 total	 of	 120	 questionnaires	were	 administered	
during	 the	 data-collection	 process.	 Following	
screening	 for	 completeness	 and	 eligibility,	 20	
questionnaires	were	 excluded	because	 they	were	
incomplete	or	did	not	satisfy	the	eligibility	criteria,	
resulting	 in	 100	 usable	 responses	 for	 the	 6inal	
analysis.	 Thus,	 the	 usable	 response	 rate	 was	
83.33%	 (100/120	 ×	 100),	 which	 comfortably	
exceeds	 the	 10-times	 rule	 of	 thumb	 for	 PLS-SEM	
given	 the	 model's	 maximum	 of	 6ive	 predictors	
pointing	 at	 PESO.	 Data	 are	 collected	 via	 a	
structured,	 self-administered	 questionnaire	
comprising	six	sections:		
Section	 A:	 screening	 and	 respondent	 pro6ile,	
including	 role,	 experience,	 and	 visibility	 into	
corporate	lending	decisions;		
Section	B:	Perceived	Fossil	Fuel	Financing	Practices	
(5	items);		
Section	C:	Perceived	Institutional	Quality	(5	items);		
Section	D:	Perceived	Environmental	Sustainability	
Outcomes	(6	items);		
Section	E:	Climate	Risk	Awareness	(4	items,	control	
variable);	and		
Section	F:	Organisational	Factors	(3	items,	control	
variable).		
Sections	B	through	F	use	a	5-point	Likert	scale	(1	=	
Strongly	Disagree	to	5	=	Strongly	Agree).		
Data	were	analyzed	using	 IBM	SPSS	Statistics	 for	
Windows,	 Version	 26.0	 (IBM	 Corp.,	 Armonk,	 NY,	
USA),	for	descriptive	statistics	and	the	assessment	
of	 common	method	 bias.	 SmartPLS	 4	 (SmartPLS	
GmbH,	Oststeinbek,	Germany)	was	used	to	assess	
the	 measurement	 model,	 including	 indicator	
reliability,	 internal	 consistency	 reliability,	
convergent	validity,	and	discriminant	validity.	
Table	 1	 summarises	 the	 demographic	 and	
professional	 pro6ile	 of	 the	 100	 respondents.	 The	
sample	includes	male	and	female	employees	across	
different	age	groups,	banking	functions,	and	levels	
of	 work	 experience.	 Credit/Loans,	 Risk	 Manage-
ment,	 Branch	 Operations,	 and	 Relationship	
Management	are	represented	among	the	principal	
functional	roles.	
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Table	1:	Respondent	Pro6ile	
Variables	 Groups	 Frequency	 Percentage	
Gender	 Male	 54	 54.0	

Female	 46	 46.0	
Total	 100	 100.0	

Age	 25-34	years	 45	 45.0	
35-44	years	 32	 32.0	
45-55	years	 17	 17.0	
Above	55	years	 6	 6.0	
Total	 100	 100.0	

Designation	 Branch	Operations	 30	 30.0	
Compliance	 9	 9.0	
Credit/Loans	 21	 21.0	
Finance/Accounts	 8	 8.0	
Relationship	Management	 13	 13.0	
Risk	Management	 19	 19.0	
Total	 100	 100.0	

Work	Experiences	 Less	than	2	years	 12	 12.0	
2-5	years	 25	 25.0	
6-10	years	 30	 30.0	
11-15	years	 21	 21.0	
More	than	15	years	 12	 12.0	
Total	 100	 100.0	

	

Table	2	presents	 the	descriptive	 statistics	 for	 the	
retained	indicators	of	PFFP,	PIQ,	PESO,	CRA,	and	OF.	
Mean	values	generally	fall	between	3.11	and	3.58,	
indicating	 moderate	 agreement	 across	 the	

measured	items.	The	standard	deviations	indicate	
suf6icient	 response	 variation	 for	 subsequent	
multivariate	analysis.	

	

Table	2:	Descriptive	Statistics	
Construct	 N	 Mean	 Standard		Deviation	
PFFP1	 100	 3.24	 0.955	
PFFP2	 100	 3.11	 0.994	
PFFP3	 100	 3.26	 1.031	
PFFP4	 100	 3.15	 1.029	
PFFP5	 100	 3.24	 1.055	
PIQ1	 100	 3.39	 0.942	
PIQ2	 100	 3.42	 0.901	
PIQ3	 100	 3.37	 0.906	
PIQ4	 100	 3.41	 0.911	
PIQ5	 100	 3.49	 0.87	
PESO1	 100	 3.29	 0.891	
PESO2	 100	 3.37	 0.812	
PESO3	 100	 3.43	 0.795	
PESO4	 100	 3.36	 0.823	
PESO5	 100	 3.43	 0.782	
PESO6	 100	 3.39	 0.827	
CRA1	 100	 3.58	 0.819	
CRA2	 100	 3.52	 0.847	
CRA3	 100	 3.56	 0.925	
CRA4	 100	 3.55	 0.821	
OF1	 100	 3.32	 0.931	
OF2	 100	 3.38	 0.919	
OF3	 100	 3.4	 0.91	
Valid	N	(listwise)	 100	 	 	
Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors.	
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Results	
Table	3	reports	indicator	reliability	and	indicator-
level	collinearity	for	the	6ive	re6lective	constructs.	
The	outer	loadings	vary	between	0.735	and	0.905,	
with	 all	 being	 statistically	 signi6icant	 (t	 =	 9.275-
47.652).	 The	 value	 of	 the	 indicators'	 VIF	 ranges	

between	1.695	and	3.498,	and	while	PFFP2	(3.122)	
and	 PFFP4	 (3.498)	 are	 above	 the	 conservative	
threshold	of	3,	they	are	still	below	5.	The	retained	
indicators	are	therefore	reliable	and	do	not	suffer	
from	problematic	indicator-level	collinearity.		

	

Table	3:	Outer	Loadings	and	Indicator	VIF	
Construct	 B	 Standard	deviation	 T	statistics	 VIF	
CRA1	<-	CRA	 0.792	 0.085	 9.373	 1.846	
CRA2	<-	CRA	 0.831	 0.046	 18.194	 1.710	
CRA3	<-	CRA	 0.798	 0.053	 15.161	 1.738	
CRA4	<-	CRA	 0.854	 0.058	 14.725	 2.087	
OF1	<-	OF	 0.843	 0.034	 24.969	 1.755	
OF2	<-	OF	 0.861	 0.027	 31.671	 2.018	
OF3	<-	OF	 0.893	 0.019	 47.652	 2.102	
PESO1	<-	PESO	 0.792	 0.042	 18.943	 1.902	
PESO2	<-	PESO	 0.838	 0.032	 26.445	 2.288	
PESO3	<-	PESO	 0.735	 0.051	 14.341	 1.695	
PESO4	<-	PESO	 0.763	 0.053	 14.358	 1.809	
PESO5	<-	PESO	 0.777	 0.049	 15.687	 1.819	
PESO6	<-	PESO	 0.787	 0.039	 20.011	 1.898	
PFFP1	<-	PFFP	 0.838	 0.090	 9.275	 2.475	
PFFP2	<-	PFFP	 0.873	 0.077	 11.409	 3.122	
PFFP3	<-	PFFP	 0.873	 0.068	 12.803	 2.707	
PFFP4	<-	PFFP	 0.905	 0.067	 13.536	 3.498	
PFFP5	<-	PFFP	 0.851	 0.078	 10.915	 2.437	
PIQ1	<-	PIQ	 0.839	 0.036	 23.571	 2.405	
PIQ2	<-	PIQ	 0.860	 0.028	 30.678	 2.446	
PIQ3	<-	PIQ	 0.846	 0.027	 31.092	 2.230	
PIQ4	<-	PIQ	 0.783	 0.049	 16.116	 1.874	
PIQ5	<-	PIQ	 0.835	 0.043	 19.371	 2.476	
Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors.	
	

Table	 4	 shows	 that	 the	 internal	 consistency	
reliability	for	the	items	ranged	from	0.833	to	0.919,	
the	 rho_A	 ranged	 from	 0.841	 to	 0.930	 and	 the	
composite	reliability	(rho_C)	ranged	from	0.891	to	
0.939.	 All	 values	 were	 above	 the	 recommended	

value	 of	 0.70.	 Convergent	 validity	 was	 also	
con6irmed	as	the	average	variance	extracted	(AVE)	
values	 were	 between	 0.613	 and	 0.754,	 which	 is	
above	the	minimum	value	of	0.50.		

	

Table	4:	Reliability	Statistics	
Construct	 Cronbach's	alpha	 Composite	reliability	

(rho_a)	
Composite	

reliability	(rho_c)	
Average	Variance	
Extracted	(AVE)	

CRA	 0.838	 0.853	 0.891	 0.671	
OF	 0.833	 0.841	 0.900	 0.749	
PESO	 0.873	 0.877	 0.905	 0.613	
PFFP	 0.919	 0.930	 0.939	 0.754	
PIQ	 0.890	 0.905	 0.919	 0.694	
Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors.	
	

The	heterotrait–monotrait	ratio	(HTMT)	was	used	
to	 test	discriminant	validity	as	 shown	 in	Table	5.	
The	values	of	the	HTMT	were	between	0.087	and	
0.702,	 which	 is	 below	 the	 conservative	 value	 of	
0.85.	 In	 addition,	 none	 of	 the	 95%	 bootstrapped	

HTMT	 con6idence	 intervals	 included	 the	 value	 of	
1.00.	These	results	corroborate	good	discriminant	
validity	 between	 PFFP,	 PIQ,	 PESO,	 CRA	 and	 OF.	
Overall,	 the	 results	 indicate	 acceptable	 reliability	
and	validity	of	the	6inal	measurement	model,	which	
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can	be	used	 for	 further	 analysis	 of	 the	 structural	
model.	 Common	 method	 bias	 is	 a	 potential	
limitation	of	the	study	because	PFFP,	PIQ,	CRA,	OF	
and	PESO	were	 all	measured	with	 the	 same	 self-
administered	 questionnaire	 and	 administered	 to	
the	 same	 respondents.	 This	 can	 be	 due	 to	 the	
consistency	 of	 the	 answers	 given	 by	 the	
respondents,	the	social	desirability	of	the	answers	
or	the	general	perception	of	the	respondents	about	
their	organisations,	which	can	affect	the	estimated	
relationships	 between	 constructs.	 In	 order	 to	

address	 this	 concern,	 Harman's	 single	 factor	 test	
was	performed	with	Principal	Axis	Factoring.	The	
results	 indicated	that	the	variance	explained	by	a	
single	factor	was	28.006%,	which	is	 less	than	the	
50%	 criterion.	 This	 indicates	 that	 none	 of	 the	
factors	 was	 predominant	 in	 the	 responses.	 But	
Harman's	test	is	only	a	preliminary	diagnostic	test	
and	 does	 not	 prove	 that	 there	 is	 no	 common	
method	 bias.	 Hence,	 the	 estimated	 relationships	
should	be	treated	with	proper	caution.		

	

Table	5:	Heterotrait-Monotrait	Ratio	(HTMT)	
Construct	 Original	Sample	(O)	 Sample	Mean	(M)	 2.50	%	 97.50	%	
OF	<->	CRA	 0.215	 0.237	 0.101	 0.415	
PESO	<->	CRA	 0.424	 0.433	 0.246	 0.629	
PESO	<->	OF	 0.623	 0.624	 0.484	 0.748	
PFFP	<->	CRA	 0.114	 0.167	 0.099	 0.265	
PFFP	<->	OF	 0.087	 0.153	 0.071	 0.294	
PFFP	<->	PESO	 0.269	 0.279	 0.137	 0.446	
PIQ	<->	CRA	 0.442	 0.448	 0.280	 0.609	
PIQ	<->	OF	 0.702	 0.703	 0.546	 0.837	
PIQ	<->	PESO	 0.490	 0.494	 0.302	 0.665	
PIQ	<->	PFFP	 0.286	 0.294	 0.142	 0.473	
Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors,	%	=	Percentage.	
	

Table	6	shows	correlations	ranging	from	-0.242	to	
0.613.	 PESO	 correlates	 positively	 with	 CRA	 (r	 =	
0.369),	 OF	 (r	 =	 0.539)	 and	 PIQ	 (r	 =	 0.448),	 and	
negatively	with	PFFP	(r	=	-0.242).	The	interaction	
term	has	weak	correlations	with	PESO	(r	=	0.090),	

PFFP	(r	=	0.010)	and	PIQ	(r	=	0.131).	No	correlation	
is	 excessively	 high.	 Discriminant	 validity	 is	
assessed	 separately	 through	 HTMT,	 while	
structural	 collinearity	 should	 be	 evaluated	 using	
inner	VIF	values.	

	

Table	6:	Correlations	of	Latent	Variables	
Variables	 CRA	 OF	 PESO	 PFFP	 PIQ	 PIQ	x	PFFP	
CRA	 1	 0.183	 0.369	 -0.023	 0.387	 -0.123	
OF	 0.183	 1	 0.539	 0.041	 0.613	 0.045	
PESO	 0.369	 0.539	 1	 -0.242	 0.448	 0.09	
PFFP	 -0.023	 0.041	 -0.242	 1	 0.248	 0.01	
PIQ	 0.387	 0.613	 0.448	 0.248	 1	 0.131	
PIQ	x	PFFP	 -0.123	 0.045	 0.09	 0.01	 0.131	 1	
Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors.	
	

Table	7:	KMO	and	Bartlett's	Test	
Kaiser-Meyer-Olkin	Measure	of	Sampling	Adequacy.	 0.840	
Bartlett's	Test	of	Sphericity	 Approx.	Chi-Square	 1386.791	

df	 253	
Sig.	 0.000	

Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors,	df	=	Degree	of	Freedom.	
	

Table	7	presents	Kaiser-Meyer-Olkin	and	Bartlett's	
Test	results	for	the	23	retained	items.	Because	all	
constructs	were	measured	through	the	same	self-
administered	questionnaire,	common	method	bias	
was	 assessed	 using	 Harman's	 single-factor	

diagnostic	on	the	23	retained	items.	The	KMO	value	
was	0.840,	and	Bartlett's	test	was	signi6icant	(chi-
square	=	1386.791,	df	=	253,	p	<	0.001),	supporting	
factorability.	A	one-factor	Principal	Axis	Factoring	
solution	 explained	 28.006%	 of	 total	 variance,	
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below	the	commonly	used	50%	heuristic.	Thus,	no	
dominant	 single	 common	 factor	 was	 detected,	
although	 Harman's	 test	 is	 only	 a	 preliminary	
diagnostic	 and	 cannot	 establish	 the	 complete	
absence	of	common	method	bias.	
Table	8	presents	Harman's	single-factor	results	for	
the	 23	 retained	 items.	 The	 6irst	 extracted	 factor	

explains	 28.006%	 of	 the	 total	 variance,	 which	 is	
below	 the	 commonly	 used	 50%	 heuristic.	 This	
result	suggests	that	no	single	factor	dominates	the	
covariance	 among	 the	 measured	 items,	 although	
common	 method	 bias	 cannot	 be	 ruled	 out	
completely.	

	

Table	8:	Harman's	Single-factor	
Total	Variance	Explained	

Factor	 Initial	Eigenvalues	 Extraction	Sums	of	Squared	
Loadings	

	 	

	
Total	 %	of	Variance	 Cumulative	%	 Total	 %	of	

Variance	
Cumulative	

%	
1	 7.050	 30.651	 30.651	 6.441	 28.006	 28.006	
2	 4.550	 19.783	 50.435	

	 	 	

3	 2.294	 9.973	 60.407	
	 	 	

4	 1.427	 6.204	 66.612	
	 	 	

5	 0.972	 4.228	 70.840	
	 	 	

6	 0.708	 3.080	 73.920	
	 	 	

7	 0.651	 2.830	 76.749	
	 	 	

8	 0.560	 2.435	 79.184	
	 	 	

9	 0.529	 2.298	 81.482	
	 	 	

10	 0.519	 2.255	 83.737	
	 	 	

11	 0.469	 2.039	 85.776	
	 	 	

12	 0.430	 1.869	 87.645	
	 	 	

13	 0.416	 1.810	 89.455	
	 	 	

14	 0.374	 1.627	 91.082	
	 	 	

15	 0.366	 1.592	 92.674	
	 	 	

16	 0.295	 1.284	 93.957	
	 	 	

17	 0.276	 1.202	 95.159	
	 	 	

18	 0.252	 1.098	 96.257	
	 	 	

19	 0.233	 1.013	 97.270	
	 	 	

20	 0.197	 0.856	 98.127	
	 	 	

21	 0.179	 0.777	 98.904	
	 	 	

22	 0.138	 0.599	 99.502	
	 	 	

23	 0.114	 0.498	 100.000	
	 	 	

Note:	Extraction	Method	=	Principal	Axis	Factoring.	
	

The	structural	model	was	6irst	evaluated	in	terms	
of	 explanatory	 power,	 effect	 sizes	 and	 statistical	
signi6icance	of	 the	path	 coef6icients	 estimated.	 In	
addition	to	the	main	variables	of	the	model	(PFFP	
and	PIQ),	the	control	variables	of	the	model	were	
CRA	and	OF,	and	the	interaction	term	PFFP	×	PIQ	
was	 used	 to	 examine	 the	 moderating	 effect	 of	
institutional	 quality.	 This	 speci6ication	 is	 in	 line	
with	 the	 conceptual	 framework,	 where	 PIQ	 is	

suggested	to	function	as	an	independent	predictor	
and	as	a	moderator	of	the	PFFP–PESO	association.		
Table	9	reports	the	coef6icient	of	determination	for	
PESO.	The	model	explains	45.8%	of	the	variance	in	
PESO	 (R²	=	0.458),	with	an	adjusted	R²	of	0.429.	
This	 indicates	 meaningful	 in-sample	 explanatory	
power	for	the	combined	effects	of	PFFP,	PIQ,	CRA,	
OF,	and	the	PFFP	×	PIQ	interaction.	

	

Table	9:	Coef6icient	of	Determination		
Endogenous	construct	 R-square	 R-square	adjusted	
PESO	 0.458	 0.429	
Note:	PESO	=	Perceived	Environmental	Sustainability	Outcomes.	
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Figure	2:	Path	diagram	(Adapted	from	SmartPLS	4,	GmbH,	Oststeinbek,	Germany)	

Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors.	

	

The	model	explains	45.8%	of	the	variance	in	PESO	
(R²	 =	 0.458;	 adjusted	 R²	 =	 0.429),	 indicating	
meaningful	 explanatory	 power	 from	 PFFP,	 PIQ,	
CRA,	OF	and	the	PFFP	x	PIQ	interaction.	
Figure	 2	 presents	 the	 estimated	 PLS-SEM	 path	
model.	 The	 diagram	 displays	 the	 structural	
relationships	among	PFFP,	PIQ,	PESO,	CRA,	and	OF,	
together	 with	 the	 interaction	 term	 used	 to	 test	

moderation.	 The	 corresponding	 path	 coef6icients	
and	signi6icance	tests	are	reported	in	Table	10.	
Table	 10	 reports	 the	 estimated	 structural	 path	
coef6icients,	 standard	 deviations,	 t-statistics,	 p-
values,	 and	 effect	 sizes.	 PFFP	 has	 a	 signi6icant	
negative	association	with	PESO,	whereas	the	direct	
PIQ	 effect	 and	 PIQ	 ×	 PFFP	 interaction	 is	 not	
statistically	 signi6icant.	 CRA	 and	 OF	 show	
signi6icant	positive	associations	with	PESO.	

	

Table	10:	Path	Coef6icients	
Relationship	 β	 SD	 t	 p	 f²	 Interpretation	
CRA	→	PESO	 0.230	 0.086	 2.662	 0.008	 0.077	 Signihicant	positive	
OF	→	PESO	 0.395	 0.106	 3.744	 0.000	 0.174	 Signihicant	positive	
PFFP	→	PESO	 −0.298	 0.071	 4.196	 0.000	 0.147	 Signihicant	negative	
PIQ	→	PESO	 0.180	 0.120	 1.499	 0.134	 0.028	 Positive,	not	signihicant	
PIQ	×	PFFP	→	PESO	 0.080	 0.073	 1.088	 0.276	 0.011	 Moderation	not	signihicant	
Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors,	SD	=	standard	Deviation,	t	=	t-value,	p	=	p-value.	
	

Table	 11	 reports	 the	 PLS_predict	 Assessment	 of	
Perceived	Environmental	Sustainability	Outcomes.	
PFFP	 has	 a	 signi6icant	 negative	 association	 with	
PESO	 (beta	 =	 -0.298,	 t	 =	 4.196,	 p	 <0.001;	 f²	 =	
0.147).	PIQ	is	positive	but	non-signi6icant	(beta	=	
0.180,	t	=	1.499,	p	=	0.134;	f²	=	0.028),	and	the	PIQ	
x	PFFP	 interaction	 is	 also	non-signi6icant	 (beta	=	
0.080,	t	=	1.088,	p	=	0.276;	f²	=	0.011).	CRA	(beta	=	
0.230,	p	=	0.008;	f²	=	0.077)	and	OF	(beta	=	0.395,	
p	 <	 0.001;	 f²	 =	 0.174)	 are	 signi6icant	 positive	
controls.	Accordingly,	H1	is	supported,	whereas	H2	
and	H3	are	not	supported.	

In	addition	to	assessing	the	explanatory	power	of	
the	structural	model,	PLSpredict	was	employed	to	
examine	its	out-of-sample	predictive	performance.	
As	shown	in	Table	11,	Q²predict	values	for	all	six	
PESO	indicators	were	positive,	ranging	from	0.163	
to	 0.273,	 indicating	 predictive	 relevance	 for	 the	
endogenous	construct	indicators.	For	instance,	the	
PLS-SEM	 RMSEs	 ranged	 from	 0.698	 to	 0.765,	
whereas	the	Root	Mean	Square	Errors	of	the	Linear	
Model	 benchmark	 ranged	 from	 0.754	 to	 0.842.	
Likewise,	the	PLS-SEM	Mean	Absolute	Error	values	
varied	between	0.552	and	0.603,	while	the	Linear	
Model	 benchmark	 values	 varied	 between	 0.607	
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and	 0.673.	 Together,	 these	 6indings	 show	 the	
structural	model	also	has	out-of-sample	predictive	
relevance	for	PESO	and	that	it	performs	relatively	

well	 across	 the	 six	 indicators	 compared	 to	 the	
linear-model	benchmark.	

	

Table	11:	PLS_Predict	Assessment	of	Perceived	Environmental	Sustainability	Outcomes	
Indicator	 Q²predict	 PLS-SEM	RMSE	 PLS-SEM	MAE	 LM	RMSE	 LM	MAE	
PESO1	 0.273	 0.765	 0.598	 0.839	 0.666	
PESO2	 0.267	 0.700	 0.552	 0.789	 0.619	
PESO3	 0.174	 0.726	 0.603	 0.794	 0.667	
PESO4	 0.163	 0.759	 0.602	 0.842	 0.673	
PESO5	 0.212	 0.698	 0.564	 0.754	 0.607	
PESO6	 0.248	 0.723	 0.571	 0.805	 0.647	
Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors,	RMSE	=	Root	Mean	Square	Error,	MAE	=	Mean	
Absolute	Error,	LM	=	Linear	Model	benchmark.	
	

Discussion	
The	results	should	be	interpreted	at	the	perceptual	
level	 of	 environmental	 performance,	 not	 the	
objective	level.	PFFP	does	not	report	on	the	actual	
amount	 of	 fossil	 fuels	 being	 6inanced,	 and	 PESO	
does	 not	 re6lect	 actual	 environmental	
performance.	 Rather,	 both	 constructs	 re6lect	
employees'	 perceptions	 of	 their	 banks'	 6inancing	
practices	 and	 environmental	 sustainability	
outcomes.	 Employees	 who	 perceived	 greater	
involvement	of	their	banks	in	fossil-fuel	6inancing	

also	 reported	 less	 favourable	 perceptions	 of	
environmental	 sustainability	 outcomes	 It	 should	
not	be	taken	as	proof	that	the	sampled	banks	are	
objectively	worse	environmental	performers.	
Table	 12	 summarises	 the	 hypothesis-testing	
results.	 H1	 is	 supported	 because	 PFFP	 has	 a	
statistically	 signi6icant	 negative	 association	 with	
PESO.	 H2	 and	 H3	 are	 not	 supported	 because	
neither	the	direct	effect	of	PIQ	nor	the	PIQ	×	PFFP	
interaction	reaches	statistical	signi6icance.	

	

Table	12:	Hypothesis	Testing	
Hypothesis	 Relationship	 β	 t	 p	 Decision	
H1	 PFFP	→	PESO	 −0.298	 4.196	 <0.001	 Supported	
H2	 PIQ	→	PESO	 0.180	 1.499	 0.134	 Not	supported	
H3	 PIQ	×	PFFP	→	PESO	 0.080	 1.088	 0.276	 Not	supported	
Note:	 PFFP	 =	 Perceived	 Fossil	 Fuel	 Financing	 Practices,	 PIQ	 =	 Perceived	 Institutional	 Quality,	 PESO	 =	 Perceived	 Environmental	
Sustainability	Outcomes,	CRA	=	Climate	Risk	Awareness,	OF	=	Organisational	Factors,	t	=	t-value,	p	=	p-value.	
	

H1	 suggested	 that	 PFFP	 negatively	 in6luences	
PESO.	 The	 results	 support	 H1,	 as	 PFFP	 had	 a	
signi6icant	negative	effect	on	PESO	(β	=	−0.298,	t	=	
4.196,	 p	 <	 0.001).	 That	 is,	 workers	 with	 more	
negative	 perceptions	 of	 their	 banks'	 fossil	 fuel	
6inancing	report	worse	perceptions	of	their	banks'	
environmental	sustainability	results.	This	is	in	line	
with	 earlier	 studies	 which	 found	 that	 bank	
6inancing	 decisions	 are	 signi6icantly	 related	 to	
environmental	 performance	 and	 climate-related	
issues	(16,	17).	For	Signaling	Theory	(18),	ongoing	
6inancing	of	carbon-intensive	activities	could	be	a	
signal	to	employees	that	the	bank's	core	6inancing	
decisions	 are	 not	 fully	 in	 line	 with	 its	
environmental	 commitments.	 Therefore,	 despite	
the	implementation	of	green	banking	programs	by	
banks,	 continued	 fossil	 fuel	 6inancing	 could	
generate	 mixed	 messages	 about	 banks'	
sustainability	agenda.	

The	 discovery	 also	 builds	 on	 the	 existing	 green	
banking	 literature	 based	 on	 employees.	 Previous	
research	 has	 primarily	 focused	 on	 positive	
sustainability	 practices	 like	 green	 banking,	 green	
6inance,	management	 commitment	 and	 employee	
green	behaviour	(19).	This	study	provides	another	
lens	on	the	issue	of	carbon-intensive	6inancing,	as	
it	 explores	 employees'	 perceptions	 of	 carbon	
6inancing.	 The	 outcome	must	 be	 interpreted	 as	 a	
relationship	 between	 employee	 perceptions,	
however.	 PFFP	 is	 not	 a	 measure	 of	 independent	
fossil	fuel	lending,	and	PESO	is	not	a	true	indicator	
of	banks'	 environmental	performance	 (20).	Thus,	
the	 results	 are	 not	 conclusive	 proof	 that	 speci6ic	
banks	are	causing	worse	environmental	results.	
H2	 proposed	 that	 perceived	 institutional	 quality	
(PIQ)	has	a	positive	effect	on	PESO.	The	coef6icient	
was	 positive	 (β	 =	 0.180),	 but	 not	 statistically	
signi6icant	(t	=	1.499,	p	=	0.134).	Thus,	support	for	
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H2	was	not	 given.	 The	quality	 of	 institutions	has	
been	found	to	have	positive	effects	on	sustainable	
development	and	the	effectiveness	of	green	6inance	
in	the	past	(21).	The	results	of	this	study,	however,	
are	 derived	 from	 employee	 perceptions	 of	
regulatory	quality,	enforcement	and	accountability,	
while	 the	 results	 reported	 in	 the	 literature	 are	
largely	 based	 on	 country-level	 institutional	
measures.	The	 lack	of	 a	 signi6icant	 result	may	be	
due	to	this	difference	in	level	of	measurement.	The	
results	thus	indicate	that	macro-level	institutional	
effects	are	not	necessarily	assumed	to	be	the	same	
at	the	employee-perception	level	(22).	
H3	suggested	that	the	negative	effect	of	fossil	fuel	
6inancing	is	being	mitigated	by	PIQ.	The	interaction	
coef6icient	 was	 positive	 but	 not	 signi6icant	 (β	 =	
0.080,	t	=	1.088,	p	=	0.276),	and	had	a	very	small	
effect	size	(f²	=	0.011).	So,	H3	was	not	supported.	
The	 positive	 coef6icient	 is	 in	 the	 hypothesised	
direction,	 but	 there	 is	 not	 enough	 evidence	 to	
support	 the	 hypothesis	 that	 institutional	 quality	
moderates	 the	 negative	 PFFP–PESO	 relationship.	
This	 is	 in	contrast	 to	evidence	 that	 indicates	 that	
institutional	quality	can	enhance	the	role	of	green	
6inance	 in	 sustainable	 development	 (23).	 It	 is	
possible	 that	 strong	 institutions	 can	 enable	
sustainable	 6inance	without	 altering	 the	 negative	
perceptions	 of	 continued	 carbon-intensive	
6inancing	amongst	employees	(24).	Future	studies	
may	focus	on	institutional	mechanisms	instead	of	
institutional	 quality	 as	 a	 general	 concept,	 for	
example,	 climate-disclosure	 requirements,	
environmental	 lending	 standards,	 supervisory	
practices	and	climate-risk	regulation.	
The	 control	 variables	 offer	 some	 additional	
information.	 CRA	 was	 positively	 correlated	 with	
PESO	(β	=	0.230,	p	=	0.008)	and	OF	was	even	more	
strongly	 correlated	 with	 PESO	 (β	 =	 0.395,	 p	 <	
0.001).	The	6indings	indicate	that	the	perception	of	
environmental	 sustainability	 outcomes	 is	 related	
not	 only	 to	 6inancing	 practices,	 but	 also	 to	
awareness	 of	 climate	 risks	 and	 organisational	
conditions.	 This	 is	 consistent	 with	 the	 general	
sustainable-banking	 literature	 that	 indicates	 that	
organizational	 and	 employee-related	 aspects	 can	
be	 linked	to	environmental	outcomes,	 in	addition	
to	 formal	 green	 banking	 practices	 (25).	 A	 recent	
study	 of	 employees	 in	 India	 has	 also	 shown	 the	
importance	of	employee	and	organizational	factors	
in	 the	 context	 of	 banks'	 environmental	
performance	(26,	27).	

In	 general,	 the	 6indings	 do	 not	 fully	 support	 the	
proposed	 theoretical	 relationships.	 The	 strong	
negative	 association	 between	 PFFP	 and	 PESO	
reinforces	the	importance	of	6inancing	practices	in	
relation	 to	 employees'	 sustainability	 perceptions,	
and	the	nonsigni6icant	PIQ	and	interaction	effects	
highlight	 the	need	 to	be	 careful	 in	 assuming	 that	
better	 perceived	 institutional	 conditions	 lead	 to	
better	perceived	sustainability	outcomes	or	buffer	
the	perceived	impacts	of	fossil-fuel	6inancing	(28).	
The	 results	 should	 thus	 be	 understood	
perceptually.	 Future	 research	 could	 combine	
employee	responses	with	objective	measures	 like	
fossil-fuel	 lending	 exposure,	 6inanced	 emissions,	
climate-related	 disclosures,	 and	 bank-level	 ESG	
measures	 to	 assess	 whether	 the	 perceptual	
relationships	 found	 here	 align	 with	 actual	
environmental	 and	 6inancing	 results.	 In	 general,	
the	 results	 indicate	 that	 Signaling	 Theory	 is	
applicable	as	perceived	carbon-intensive	6inancing	
is	 correlated	 with	 less	 favourable	 perceptions	 of	
environmental	sustainability	 (29).	They	also	help	
to	 illustrate	 the	 importance	 of	 employees'	
perceptions	of	banks'	6inancing	and	sustainability	
practices	 in	 an	 employee-centred	 application	 of	
Stakeholder	Theory	(30).	Concurrently,	the	results	
validate	 the	 hypothesized	 role	 of	 institutional	
quality,	which	was	neither	a	strong	predictor	nor	a	
moderator	in	this	sample.	The	promotion	of	green	
products	should	therefore	be	accompanied	by	the	
management	 and	 communication	 of	 the	 banks'	
carbon	 exposure	 from	 6inancing	 activities	 from	 a	
practical	point	of	view	(31).	Environmental	lending	
policies,	 climate-risk	 training,	 transition-risk	
procedures	and	organisational	 support	can	assist	
in	 better	 aligning	 6inancing	 practices	 with	
sustainability	 goals	 (32).	 The	 non-signi6icant	
results	 for	 the	 PIQ	 should	 not	 be	 interpreted	 as	
evidence	that	regulation	is	not	important;	it	simply	
means	that	a	signi6icant	direct	or	moderating	effect	
was	not	found	in	the	current	sample.	
	

Conclusion		
This	 study	 aimed	 to	 understand	 the	 relationship	
between	 perceived	 fossil	 fuel	 6inancing	 practices	
and	 perceived	 environmental	 sustainability	
outcomes	among	private-sector	bank	employees	in	
Assam	 and	 the	 direct	 effect	 of	 perceived	
institutional	 quality	 or	 the	 moderating	 effect	 of	
perceived	institutional	quality	on	
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this	 relationship.	 The	 results	 thus	 suggest	 that,	
when	 looking	 at	 institutional	 quality	 and	
sustainability	 outcomes	 from	 the	 perspective	 of	
employee	 perceptions,	 such	 macro-level	
institutional	relationships	should	not	be	taken	for	
granted.	 Overall,	 this	 study	 contributes	 to	 the	
sustainable-banking	literature	in	two	ways.	First,	it	
explores	the	under-researched	carbon	side	of	bank	
6inancing,	 and	 second,	 it	 brings	 employees	 as	
internal	 stakeholders	 into	 the	 fold	 for	 the	
relationship	 between	 6inancing	 practices	 and	
sustainable	 outcomes.	 There	 are	 several	
limitations	 of	 the	 study.	 While	 employee	
perceptions	 are	 important	 internal-stakeholder	
data,	 they	 do	 not	 necessarily	 re6lect	 actual	 bank-
level	 6inancing	 or	 environmental	 performance.	
Future	studies	might	then	integrate	data	on	fossil-
fuel	 lending,	 6inanced	 emissions,	 climate	
disclosures,	 ESG	 indicators,	 and	 other	 objective	
environmental-performance	 indicators	 from	 the	
banks	 with	 employee	 survey	 data.	 	 Another	
restriction	relates	to	the	reliance	on	one	source	of	
data.	 All	 constructs	 were	 assessed	 using	 a	 self-
reported	questionnaire	at	a	single	time	point.	As	a	
result,	 the	 observed	 relationships	 could	 be	
partially	due	to	common	response	tendencies	and	
not	 to	 the	 independent	 relationships	 between	
6inancing	 practices,	 institutional	 conditions	 and	
sustainability	 outcomes.	 While	 Harman's	 single	
factor	 test	 did	 not	 uncover	 any	 common	 factor,	
common	 method	 bias	 cannot	 be	 ruled	 out	
completely.	 	 Future	 research	 could	 include	
employee	 surveys	 on	 sustainability	 reporting,	
climate	 disclosure	 and	 bank-level	 lending	
information.	Third,	the	sample	of	employees	of	the	
private	 sector	 banks	 in	 Assam	 is	 limited,	 which	
reduces	 its	 generalisability.	 Multi-state	
comparisons	 and	 public	 sector,	 private	 sector,	
cooperative	 and	 foreign	 banks	 could	 thus	 be	
included	 in	 future	 studies.	 Finally,	 future	 studies	
could	 further	 break	 down	 PIQ	 into	 regulatory	
quality,	 enforcement	 effectiveness,	 accountability,	
and	 climate-speci6ic	 regulatory	 pressure.	 This	
could	 be	 especially	 relevant	 as	 country-level	
studies	 have	 shown	 institutional	 quality	 to	 be	
associated	with	the	effectiveness	of	green	6inance,	
while	the	overall	measure	of	the	employees'		
perceptions	of	institutional	quality	had	no	direct	or	
moderating	 impact.	 Lastly,	 although	 included	 as	
controls,	CRA	and	OF	were	signi6icant	predictors.	
Future	 studies	 could	 expand	 their	 roles	 and	

examine	 if	 organisational	 factors	 are	 intervening	
between	 the	 institutional	 in6luence	 and	 the	
interpretation	 of	 fossil-fuel	 6inancing	 or	 if	 fossil-
fuel	 6inancing	 awareness	 is	 in6luencing	
organisational	factors.	
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D,	Spaggiari	M.	Do	banks	fuel	climate	change.	RePEc:	
Research	Papers	in	Economics.	2021.		
doi:10.2866/825242	

9. Dhiman	 K,	 Jain	 N.	 Green	 banking	 practices	 and	
environmental	 performance:	 unravelling	 the	
mechanisms	 through	 moderation	 and	 mediation.	
Information	Discovery	and	Delivery.	2026;1–14.	
doi:10.1108/idd-04-2025-0094	

10. North	 DC.	 Institutions,	 institutional	 change	 and	
economic	 performance.	 In	 Cambridge	 University	
Press.	1990.		
doi:10.1017/cbo9780511808678	

11. Freeman	 RE,	 McVea	 J.	 A	 stakeholder	 approach	 to	
strategic	 management.	 SSRN	 Electronic	 Journal.	

2001.		
doi:10.2139/ssrn.263511	

12. Sun	X,	Meng	Z,	Zhang	X,	Wu	J.	The	role	of	institutional	
quality	 in	 the	 nexus	 between	 green	 hinancing	 and	
sustainable	development.	Research	 in	 International	
Business	and	Finance.	2024;73:102531.	
doi:10.1016/j.ribaf.2024.102531	

13. Othman	AHA.	Carbon	Footprints	of	Bank	Loans	and	
Economic	 Activities’	 Carbon	 Dioxide	 Emissions:	
Insights	 from	 Advanced	 Economics.	 Research	
Square.	2023.	
doi:10.21203/rs.3.rs-3035490/v1	

14. Wu	 Q,	 Bianchi	 E.	 Can	 innovation	 and	 institutional	
quality	unlock	green	hinance	potential?	Lessons	from	
the	 OECD	 ’S	 Path	 to	 Sustainable	 Development.	
Sustainable	Development.	2026;34(4):5785–5816.		
doi:10.1002/sd.70648	
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