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ABSTRACT

The Sustainable Development Goals (SDGs) establish a global roadmap for
attaining sustainable development. Nevertheless, the inadequate allocation
of financial resources is hindering its execution. Financial organizations, such
as banks and stock exchanges, have a vital role in correcting these financial
imbalances via their Corporate Social Responsibility (CSR) initiatives. This
study aims to analyze the influence of Corporate Social Responsibility (CSR)
on financial institutions, namely banks and stock markets, in their provision
of financial assistance for the SDGs. This assesses the capacity of these
organizations to use CSR to promote the advancement of new resources,
strategies, and technologies to achieve the SDGs. The results suggest that
incorporating CSR policies in banks may enhance long-term sustainability
and efficiency. The article establishes that businesses in the financial sector
can substantially contribute to promoting sustainable development and ad-
dressing investment shortfalls for the SDGs through implementing strategic
CSR practices. It presents key viewpoints on how these firms may adopt
and blend sustainability into their commercial operations to contribute to
global sustainability objectives.

Keywords: Corporate social responsibility, financial sector institu-
tions, Sustainable Development Goals (ODS).

RESUMEN

Los Objetivos de Desarrollo Sostenible (ODS) establecen una hoja de ruta
global para alcanzar el desarrollo sostenible. Sin embargo, la asignacién
inadecuada de recursos financieros esta obstaculizando su ejecucion. Las
organizaciones financieras, como los bancos y las bolsas de valores, tienen
un papel vital en la correccion de estos desequilibrios financieros a través
de sus iniciativas de Responsabilidad Social Corporativa (RSC). Este estu-
dio tiene como objetivo analizar la influencia de la Responsabilidad Social
Corporativa (RSC) en las instituciones financieras, a saber, los bancos y las
bolsas de valores, en su provision de asistencia financiera para los ODS.
Esto evallia la capacidad de estas organizaciones para utilizar la RSE para
promover el avance de nuevos recursos, estrategias y tecnologias para lo-
grar los ODS. Los resultados sugieren que la incorporacion de politicas de
RSE en los bancos puede mejorar la sostenibilidad vy la eficiencia a largo
plazo. El articulo establece que las empresas del sector financiero pueden
contribuir sustancialmente a promover el desarrollo sostenible y abordar los
déficit de inversion para los ODS mediante la implementacion de practicas
estratégicas de RSE. Presenta puntos de vista clave sobre como estas em-
presas pueden adoptar y combinar la sostenibilidad en sus operaciones co-
merciales para contribuir a los objetivos globales de sostenibilidad.

Palabras claves: Corporate social responsibility, financial sector
institutions, Sustainable Development Goals (ODS).
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INTRODUCTION

In light of the global emphasis on
sustainability, financial institutions,
including banks, are now confronted
with a crucial decision point where
they must reconcile the need to ad-
vance sustainable development with
long-standing convictions. All mem-
ber nations of the United Nations
overwhelmingly adopted the 2030
Agenda for Sustainable Develop-
ment in 2015. This agenda promotes
a worldwide endeavor to eliminate
poverty, protect the environment,
and provide universal well-being and
peace. This program primarily cen-
ters on the Sustainable Development
Goals (SDGs). They execute a thor-
ough strategy to ensure the enduring
viability of environmental preserva-
tion, societal progress, and economic
development. Nevertheless, the per-
sistent scarcity of crucial investment
resources is a significant barrier to
achieving the SDGs. This disparity
underscores the need to explore in-
novative and long-lasting financing
alternatives, particularly by examining
the influence of corporate social re-
sponsibility (CSR) initiatives in finan-
cial institutions and stock markets.

Makarenko et al. [1] found that
banks and stock exchanges play a
significant role in aligning their oper-
ations with sustainability objectives.
Hence, implementing CSR initiatives
within the financial sector could
contribute to closing the funding
deficit for the Sustainable Develop-
ment Goals (SDGs). In their research,
Cheng, Fan, and Song [2]investigate
the relationship between innovation,
strategic flexibility, and the success
of CSR operations. Pietro, Bogers,
and Prencipe [3] argue that equity
crowdfunding may provide a fair and
equitable means for sustainably man-
aged firms to get financing. The writ-
ers also analyze the difficulties and
potential organizations face in this
field. The relationship between CSR

programs and business results is intri-
cate, as Al-Shammari, Banerjee, and
Al-Shammari [4] thoroughly examine
the complexities of CSR disparities
and their impact on firms’ reputation
and operational effectiveness.

This endeavor examines the
complex dynamics of corporate so-
cial responsibility procedures inside
financial institutions to tackle the
scarcity of investment resources for
the Sustainable Development Goals.
This research aims to assess stra-
tegic approaches for corporate CSR
and examine disclosures pertaining
to corporate responsibility. The aim
is to understand how financial sector
enterprises might use CSR (Corporate
Social Responsibility) to promote sus-
tainable development and meet their
ethical obligations [5], [6].

The studies conducted by Harjo-
to and Laksmana [7] and Zhang and
Su [8]provide insight into the broader
economic consequences of CSR en-
gagement, particularly regarding risk
management and value. The research
done by Jung, Eom, and Yayla [9] and
Karagiannopoulou et al. [10] empha-
sizes the many effects of CSR, includ-
ing the stimulation of innovation, en-
hancement of company performance,
and active participation in global sus-
tainability dialogues.

This section lays the groundwork
for a thorough analysis of how cor-
porate social responsibility (CSR)
practices in financial institutions may
effectively support the pressing need
for funding sustainable development
by integrating these viewpoints. This
paper offers strategic recommenda-
tions for financial institutions seeking
to connect their operations with the
overarching goals of global sustain-
ability. The objective is to augment
the discourse on sustainable finance
by integrating empirical inquiries with
theoretical frameworks. The objective
of this research is to clarify the abil-
ity of corporate social responsibility
to position the financial industry as a
crucial driver for sustainable develop-

INVESTIGACION



ENCUENTROS

ment. Specifically, its objective is to
address the inequalities in financial
resources that impede the achieve-
ment of the Sustainable Development
Goals.

The aim of the article

This article’s aim is to investigate
how financial institutions might use
corporate social responsibility (CSR)
procedures to close investment re-
source gaps, especially in developing
nations. In order to overcome invest-
ment resource shortages and ad-
vance sustainable development, the
study aims to identify and assess the
CSR practices of financial institutions.

Problem statement

In recent vyears, especially in
emerging nations, inadequate invest-
ment resources have grown crucial.
Although many financial institutions
acknowledge the significance of
corporate social responsibility (CSR)
in tackling this issue, only some are
aware of how CSR methods may be
used to fill up investment resource
shortfalls successfully. In addition,
there needs to be more literature on
how CSR might be incorporated into
the operations of financial institutions
to improve both social and financial
results. By looking at how financial
institutions might utilize CSR methods
to fill investment resource shortages
and promote long-term economic
growth, this study aims to close these
gaps. This study sheds light on how
CSR may be included in the strategy
of financial institutions to generate
beneficial social and financial results
by researching best practices and
identifying difficulties.

CORPORATE SOCIAL RES-
PONSIBILITY (CSR) MECHA-
NISMS OF FINANCIAL SECTOR
INSTITUTIONS

Integrating the Sustainable De-
velopment Goals into financial sec-
tor organizations’ CSR strategies can
foster conscientious investment and
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ecological sustainability. Corporate
social responsibility encompasses the
discretionary initiatives businesses
undertake to enhance the well-being
of both people and the natural envi-
ronment. Makarenko et al. [1]highlight
the significance of financial sector
firms in providing financial support for
sustainable development approach-
es. The financial industry implements
corporate social responsibility (CSR)
initiatives such as sustainable infra-
structure investment, responsible
lending, and investment choices, in-
cluding environmental, social, and
governance considerations.

By incorporating the SDGs into the
CSR frameworks of financial sector
organizations, a more comprehensive
approach may be taken to effectively
manage and protect their operations.
Cheng, Fan, and Song [2] provide
valuable insights into the relationship
between organizational innovation
ambidexterity and the performance
gap. Their research shows that finan-
cial institutions may enhance their
ability to promote responsible invest-
ment in sectors essential for attaining
the Sustainable Development Goals
by incorporating them into their op-
erations.

Developing responsible financial
products is a vital strategy for lever-
aging the SDGs and CSR initiatives
to encourage investment in indus-
tries and technologies supporting
economic development. According
to Flammer and loannou’s [11] study,
which investigates the relationship
between investment modifications
and strategic management during fi-
nancial crises, financial institutions
may see green bonds as a viable op-
tion. Green bonds provide financial
support for environmentally aware
projects and may facilitate the cre-
ation of new goods and services that
align with the Sustainable Develop-
ment Goals.

Furthermore, integrating the SDGs
into CSR initiatives has the potential
to promote economic growth via sus-
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tainable investment endeavors. Zhang
and Su [8] propose that financial insti-
tutions may identify high-growth firms
that are in line with the SDGs by inte-
grating ESG factors into their invest-
ment strategy. Examples of projects
such as sustainable agriculture and
renewable electricity can make sig-
nificant contributions towards reach-
ing the Sustainable Growth Goals and
supporting economic development.

Financial institutions can mitigate
the risks associated with unsustainable
actions by incorporating the SDGs into
their CSR systems. Additionally, they
may enhance global sustainability by
advocating for products and invest-
ment methods that align with the SDGs.
According to Harjoto and Laksmana [7],
financial institutions face the risk of
their reputations and financial perfor-
mance being negatively impacted by
the environmental and social concerns
addressed by the SDGs. Financial insti-
tutions may safeguard their long-term
economic interests and mitigate these
risks by incorporating the SDGs into
their CSR initiatives.

Financial institutions need help
incorporating the Sustainable Devel-
opment Goals into their traditional
corporate social responsibility initia-
tives. A significant drawback of the
system is the existence of imprecise
and non-uniform ESG reporting. Ube-
da -Garcia et al. [5] have already ac-
knowledged this issue, investigating
the importance of corporate social
responsibility for the success of ho-
tel businesses. Financial firms must
adopt standardized reporting sys-
tems to include environmental, so-
cial, and governance factors in their
investment decisions.

Additionally, the financial sec-
tor needs more comprehension and
recognition of the SDGs. In order to
incorporate the SDGs into their cor-
porate social responsibility initiatives,
financial institutions need to compre-
hend the SDGs comprehensively and
their economic implications. Karagi-
annopoulou et al. [10] highlight the

significance of CSR in promoting the
energy-environmental transition in
the context of a pandemic. The au-
thors agree that involving stakehold-
ers and offering education and train-
ing to individuals are vital measures in
identifying intersections between ex-
isting initiatives and the Sustainable
Development Goals,

These instances highlight the ne-
cessity of governments and financial
institutions embracing CSR policies
and legislation that encourage sus-
tainable development. Financial insti-
tutions may advance sustainable de-
velopment and responsible investing
by incorporating the SDGs into their
CSR initiatives. To tackle these chal-
lenges effectively, advance the SDGs,
and safeguard long-term financial in-
terests, educational institutions, leg-
islators, and stakeholders (including
the financial sector) must collaborate
in establishing educational programs
and precise reporting guidelines.

LITERATURE REVIEW

The legislative frameworks regula-
ting financial sector enterprises’ CSR
systems vary significantly among re-
gions and nations. However, in most
countries, there are laws and regula-
tions in place to guarantee that firms
follow ethical and ecologically sustai-
nable practices.

CSR is not legally required in se-
veral countries, such as the United
States, where it is considered an indi-
vidual decision guided by ethical prin-
ciples. Kang, Germann, and Grewal
[12] investigate the influence of cor-
porate social responsibility on com-
pany performance. The researchers
have found that some legislation still
requires firms to provide information

about their environmental and social*

responsibilities.

CSR is a mandatory legal obliga-
tion in some countries, such as Fran-
ce. In 2017, the French government
passed a law requiring publicly listed
firms with 500 or more employees
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to create and implement a corporate
social responsibility plan that con-
siders their actions’ environmental,
social, and economic consequences.
Considering the discoveries made by
Wu, R., Zhang, J., Yu, Y., Jasimuddin,
S., & Zhang, J. [13] regarding the co-
rrelation between value cooperation,
corporate social responsibility inno-
vation, and financial success, it is im-
perative to disclose the annual report
and policy concerning CSR perfor-
mance publicly.

Several EU regulations and rules
mandate providing information about
corporate governance and environ-
mental and socioeconomic policies.
Large firms must disclose their poli-
cies and practices on human rights,
corruption, treatment of workers and
the public, and other relevant topics
in compliance with the Non-Financial
Reporting Regulation. This comment
highlights the contradictory nature of
CSR, which Lacey, Kennett-Hensel,
and Manolis [14] describe as both a
driving force for change and a neces-
sary negative aspect.

Although the legal regulations
of CSR efforts of capital market bu-
sinesses differ among jurisdictions
and countries, there is a noticeable
increase in the need for obligatory re-
porting and stricter regulation of the-
se operations. Ruggiero and Cuperti-
no [6] found that innovation was an
intermediary between CSR strategy
and corporate social performance per
their research. Hence, organizations
in the financial industry have a remar-
kable chance to demonstrate their
commitment to CSR and sustainable
development.

The banking business is subject to
various normative regulations and ru-
les that control CSR activities. These
publications provide a set of funda-
mental norms and criteria to support
environmentally responsible and ethi-
cal corporate activities. The following
publications and guidelines are of ut-
most importance:
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« The UN Global Compact advoca-
tes for the voluntary implemen-
tation of sustainable and socially
responsible policies and practi-
ces by enterprises.

« |SO 26000 addresses seven core
dimensions of social responsibili-
ty, offering companies assistan-
ce in meeting their commitments
in this area.

« The GRI Standards may function
as a manual for firms to reveal
their financial, environmental,
and social performance in sus-
tainability reports.

« The OECD Guidelines for Mul-
tinational  Enterprises include
various topics, including envi-
ronmental conservation, labor
regulations, and human rights.
These recommendations provide
advice on how companies should
behave responsibly.

« The Equator Principles are a set
of guidelines that regulate the
handling of social and environ-
mental risks in project finance.

Normative norms and guidelines
aid in incorporating corporate social
responsibility procedures into the
operations of financial institutions,
hence promoting the development of
ethical and environmentally aware bu-
siness practices. Financial institutions
may ensure that their actions support
sustainable development and expedi-
te the achievement of the Sustaina-
ble Development Goals by following
these principles. This aligns with the
findings of Tsiotras, Gianni, and Got-
zamani [15], who conducted a study
examining the correlation between
integrated management systems and
the sustainability performance of or-
ganizations.

In addition, the Principles for Res-
ponsible Investing (PRI), which the
United Nations supports, provides a
structure for integrating environmen-
tal, social, and governance concer-
ns into financial choices. To assist
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institutional investors in integrating
sustainability factors into their invest-
ment plans, the development of these
principles is backed by research re-
sults from studies on the importance
of sustainable practices in finance
and agriculture. This is seen by their
dedication to responsible investing
and integrating ESG elements into
their investment procedures.

FINANCIAL FIRMS HAVE IM-
PLEMENTED THE SDGS VIA A
NUMBER OF CSR STRATEGIES

Financial institutions may de-
monstrate corporate social responsi-
bility by adopting green finance solu-
tions that align with the Sustainable
Development Goals. Green finance
encompasses various financial tools
designed to support environmenta-
lly beneficial efforts. In line with the
research conducted by Flammer and
loannou [11] on how companies mo-
dify their long-term investments in
response to credit market fluctua-
tions caused by economic downturns,
a financial institution could provide
financial assistance to companies in-
volved in advancing innovative wind
and solar power technologies. Finan-
cial institutions benefit from green fi-
nance solutions as they contribute to
attaining the friendly SDGs and meet
the increasing market need for envi-
ronmentally friendly investment.

Financial firms include the ESG
(environmental, social, and governan-
ce) factor integration into their CSR
approach. When evaluating a firm’s in-
vestment feasibility, ESG criteria con-
sider its social, environmental, and
corporate governance effects. Finan-
cial institutions and other investors
may support ecologically and morally
responsible enterprises by incorpo-
rating ESG criteria into their invest-
ment choices. This technique aligns
with the conclusions drawn by Zhang
and Su’s [8] study, which established
a direct relationship between CSR,
internal control, and firms’ financial
success. Hence, it has the potential to

foster long-term economic well-being
and align with the objectives of the
SDGs.

By implementing CSR policies,
institutions have promoted finan-
cial inclusion and education alongsi-
de green finance and adopting ESG
standards. Financial literacy pertains
to the capacity to comprehend and
oversee one’s financial matters, whe-
reas financial inclusion focuses on de-
livering financial services to underpri-
vileged groups. The study undertaken
by Yu and Khan [16] investigates the
funding of supply chains for environ-
mentally friendly agricultural goods
during the COVID-19 pandemic. The
research indicates that financial ins-
titutions can aid in reducing poverty,
promoting economic development,
and achieving the SDGs by advoca-
ting for financial inclusion and literacy.

Gender equality is crucial for
achieving many Sustainable Develop-
ment Goals, and financial institutions
may contribute to this cause via their
corporate social responsibility pro-
grams. Examples include the financial
investments made by BNP Paribas
in businesses that promote women’s
empowerment, provide financial as-
sistance to female entrepreneurs, and
assure fair compensation for similar
labor. This financial institution has
successfully integrated the Sustaina-
ble Development Goals into its corpo-
rate social responsibility activities by
developing environmentally friend-
ly financial products, such as green
bonds. Its objective is to increase its
green financing to €15 billion by 2020,
representing a fourfold growth. Kara-
giannopoulou et al. [10] highlighted
CSR as a strategic approach to tac-
kle volatility and promote the transi-
tion towards a more environmentally
sustainable energy system in the pe-
riod after the pandemic. BNP Paribas
is acknowledged for its dedication to
advancing gender equality in the fi-
nancial industry and for successfully
executing financial education projects
demonstrating these principles.

INVESTIGACION



Revista de Ciencias Humanas,Teoria Social y Pensamiento Critico 392
ENCUENTRQS N° 22 Septiembre - Diciembre (2024). PP: 386-402

Corporate Social Responsibility
policies allow finance sector busines-
ses to promote tangible and expected
progress and economic expansion by
integrating the SDGs into their opera-
tional structure. Financial institutions
may bolster the achievement of Sus-
tainable Development goals and ad-
vance their own sustainability goals
by creating environmentally friend-
ly financial products, including ESG
standards, advocating for inclusive
financial services and education, and
championing gender equality. The
performance of BNP Paribas demons-
trates the beneficial economic and
social effects that these practices
may create.

Regulations in several countries
mandate that financial institutions
report their social and environmental
implications and their efforts to alle-
viate these problems. Publicly traded
firms in the United States must follow
the criteria set by the Securities and
Exchange Commission (SEC) when
disclosing relevant information on
climate change and other social and
environmental impacts. Cheng, Fan,
and Song [2] conducted a study on
innovation ambidexterity and perfor-
mance differences, highlighting the
growing global emphasis on corpo-
rate social responsibility (CSR) and
sustainability. The Sustainable Fi-
nance Disclosure Regulation and the
Non-Financial Reporting Regulation
of the European Union specify the ne-
cessity for investments to be transpa-
rent about their environmental effect.

A practical framework for imple-
menting CSRpoliciesinthe financialin-
dustry may be developed by including
research publications, case studies,
and legal actions. The Equator Princi-
ples exemplify the all-encompassing
strategy required to promote res-
ponsible investment and sustainable
development on a global scale. They
provide financial organizations with
an optional framework to evaluate and
reduce the social and environmen-
tal effects of the projects they fund.

THE ROLE OF GRI, UN GLO-
BAL COMPACT, AND WBCSD
IN PROMOTING RESPONSIBLE
BUSINESS PRACTICES

The World Corporate Council for
Sustainable Development (WBCSD),
the United Nations Global Compact,
and the Global Reporting Initia-
tive (GRI) are influential groups that
champion advancing ethical and en-
vironmentally conscious corporate
practices globally. These multination-
al firms promote and encourage en-
terprises to willingly comply with the
principles of the United Nations Glob-
al Compact on anti-corruption, labor,
human rights, and the environment.
As shown by this endeavor, compa-
nies may exhibit their dedication to
social and environmental well-being
by partnering with other entities to
promote sustainable development.

Approximately two hundred re-
nowned global firms have officially
supported the World Business Coun-
cil for Sustainable Development, an
organization committed to promoting
sustainable business practices and
finding practical solutions to sustain-
ability issues. The WBCSD offers the
SDG Compass as a tool to assist or-
ganizations in effectively navigating
the SDGs and accurately reporting
their advancements toward achieving
them. The resources align with the
findings of Makarenko et al. [1], who
emphasize the crucial role of finan-
cial sector firms in providing financial
support for sustainable development
initiatives.

The Global Reporting Initiative is
an autonomous worldwide standards
body that offers enterprises, munic-
ipalities, and other organizations a
complete structure for revealing their
ESG effects. Organizations may ef-
fectively convey their sustainability <
initiatives by implementing the GRI
standards. These standards provide =
a uniform language, making com- i
paring and evaluating sustainability >
performance across different indus- =
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tries and nations easier. This method
helps businesses cultivate a deeper
understanding of the possibilities and
risks linked to environmental, social,
and governance aspects. It enables
individuals to establish goals and
systematically track their progress.
This aligns with the emphasis Ube-
da -Garcia et al. [5] put on the signif-
icance of transparent and consistent
reporting in studying the correlation
between corporate social responsibil-
ity and the business performance of
the hotel sector.

The GRI framework adequately
meets the growing need of stake-
holders, such as investors, custom-
ers, workers, and civil society, for
enterprises to be transparent about
their environmental, social, and gov-
ernance performance. The Global
Reporting Initiative enables organiza-
tions to fulfill expectations, enhance
their responsibility, and exhibit en-
hanced openness by offering a strong
and generally acknowledged stan-
dard for reporting on sustainability.

Adopting GRI standards offers
several advantages to financial sector
businesses. Recording sustainability
actions in this way enhances open-
ness and accountability, assisting
firms in identifying and managing op-
portunities and challenges related to
governance, society, and the environ-
ment. Moreover, an organization can
attract new, socially conscious inves-
tors and customers and retain exist-
ing ones by showcasing a solid dedi-
cation to openness and sustainability.
This underscores the increasing sig-
nificance of environmental, social,
and governance factors in investment
choices [7].

In addition, the GRI has created
a distinct field of study focused on
the financial sector, aiming to assist
these institutions in addressing their
most urgent sustainability challenges.
This initiative showcases the sector’s
distinctive position and stakeholders’
expectations for financial institutions
to reduce environmental, social, and

governance risks while promoting
sustainable development.

The GRI prioritizes essential issues
related to the financial industry, such
as incorporating ESG aspects into in-
vestment decisions, upholding ethical
behavior, and ensuring operational
transparency. These concerns high-
light the public’'s dependence on fi-
nancial institutions to support efforts
that enhance environmental, social,
and economic results. This aligns with
the Sustainable Development Goals’
main goals and emphasizes the sec-
tor’s crucial role in promoting sustain-
able development.

Top leadership and risk manage-
ment processes are something that
investors, consumers, and regulators
alike should demand from financial
organizations. They anticipate that
financial institutions will have es-
tablished policies and processes for
addressing potential conflicts of in-
terest, corruption, and other types of
misbehavior, in addition to those for
managing risks associated with ESG
concerns (Table 2).

These groups work together to
standardize terminology and create
a structure for businesses to present
on their sustainability reports and dis-
play their dedication to ethical trade.
By adhering to the standards and
best practices established by these
bodies, businesses may earn the re-
spect of their constituents, lessen the
impact of potential threats, and help
bring about the world’'s sustainable
development objectives.
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Table 1. Relevant sdgs for financial services and products: impacts on

csr mechanisms
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SDG Title

Description

Impact on CSR Mechanism

No Poverty

End poverty in all its forms ev-
erywhere

Financial institutions to develop
products for low-income individuals
and communities to reduce poverty
and provide financial inclusion

Gender Equal-

Achieve gender equality and em-
power all women and girls

Financial institutions to promote
gender equality in their internal pol-
icies, workforce diversity and inclu-
sion and develop products and ser-
vices that target women

Ensure access to affordable, re-
liable, sustainable and modern
energy for all

Financial institutions to invest in re-
newable energy and support energy
efficiency projects

Promote sustained, inclusive and
sustainable economic growth,
full and productive employment
and decent work for all

Financial institutions to adopt re-
sponsible investment and lending
practices and support businesses
that promote decent work and eco-
nomic growth

Build resilient infrastructure, pro-
mote inclusive and sustainable
industrialization and foster inno-
vation

Financial institutions to invest in
sustainable infrastructure projects
and support innovative businesses
that have positive environmental
and social impacts

Take urgent action to combat cli-
mate change and its impacts

Financial institutions to incorporate
climate risk assessment in their in-
vestment and lending decisions and
support businesses that promote
climate action and sustainability

ity
5

Affordable and
7 Clean Energy

Decent  Work

and Economic
8 Growth

Industry, Inno-

vation and In-
9 frastructure

Climate Action
13

Partnerships

for the Goals
17

Strengthen the means of im-
plementation and revitalize the
global partnership for sustain-
able development

Financial institutions to collaborate
with other stakeholders, including
governments, NGOs and the private
sector, to achieve sustainable devel-
opment goals and promote respon-
sible business practices

Table 2. Aligning financial institutions’ internal activities with the sdgs:

impact on csr mechanism

Goal Target Stakeholders Request Impact on CSR Mechanism
: Financial institutions can implement sus-
; ; per usage, to minimize their environmen-
and Production ciency tal impact.
Financial institutions can invest in renew-
13. Climate Ac- 131 Promote climate able energy and promote green bonds to
tion ’ change awareness support the transition to a low-carbon
economy.
. Financial institutions can avoid investing
14. Life Below 14.2 ggéta'n?gggct mn?]gfigg in industries that harm marine ecosys-
Water . ecos sptems tems, such as fishing or oil drilling, and
Yy promote sustainable fishing practices.
Financial institutions can support sus-
: Protect and restore tainable forestry practices and avoid fi-
15.Life Onland 155 forests nancing deforestation or land conversion

activities.
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16.Peace, Justice

Reduce corruption and

Financial institutions can implement an-
ti-corruption policies, such as due dili-

and Strong Insti- 16.5 briber gence procedures for clients and ven-

tutions y dors, and promote transparency in their
business operations.

Financial institutions can collaborate with

17. Partnershios Encourage partner- other stakeholders, such as NGOs or gov-

. PS 1717 ships for sustainable ernment agencies, to achieve common

for the Goals development

sustainability goals and improve their CSR
performance.

It would be misleading to suggest
that financial organizations’ reports
on sustainable development is moti-
vated only by PR or individual pride.
Although concerns about their image
play a role, many businesses are dri-
ven to pursue sustainability by legal
mandates, stakeholder pressure, and
the desire to comply with internatio-
nal targets. Also, sustainability re-
ports are not directed only at one set
of stakeholders, and as a result, they
contain data and indicators that are
both comprehensive and transparent.
The data included in the reports may
be used as a basis for making long-
term plans and benchmarks.

Publishing about sustainable de-
velopment is used by stock markets
for a number of purposes, including
raising awareness of ESG issues, as-
sisting in the identifying and manage-
ment of risks, and increasing openness
and responsibility among listed busi-
nesses. Although some stock exchan-
ges mandate environmental reporting
from their listed companies, who
provide recommendations or tools to
help with sustainability reports. Posi-
tive impacts on the business and so-
ciety at large may result from inves-
tors prioritizing ESG considerations
in their portfolio construction [17].

Some nations have already adop-
ted the unification of CSR exposure
standards for stock exchanges to pro-
mote long-term sustainability.

Companies who are committed to
environmental and social responsibi-
lity are included in the ISE (ndice de
Sustentabilidade Empresarial), a sus-
tainability index created by the Brazi-
lian Stock Exchange (B3).

The Socially Responsible Inves-
ting (SRI) index at the Johannesburg
Securities Exchange (JSE) follows the
progress of firms that fulfill sustaina-
bility requirements.

The Sustainability Index maintai-
ned by Bursa Malaysia helps investors
find sustainable businesses.

The NSE Green Indexes, which fo-
llows the progress of eco-friendly bu-
sinesses, was recently introduced by
India’s National Stock Exchange (NSE)
[18].

To monitor firms with excellent
performance in the areas of environ-
ment, society, and governance (ESG),
the Toronto Securities Exchange (TSX)
created the S&P/TSX 60 ESG Index.

These CSR exposure rules for sus-
tainable development are just a few
instances of how stock exchanges
throughout the world are encoura-
ging responsible company practices
by providing incentives for doing so.
Example of CSR exposure standards
for stock exchanges in the interest of
long-term sustainability include the
following:

Initiative for Sustainable Stock
Markets (SSE) The SSE is a United
Nations Partnership Initiative with
the dual goals of increasing corpo-
rate transparency and disclosing be-
tter information to investors. When it
comes to environmental, social, and
governance (ESG) reporting, the SSE
recommends that stock exchanges
provide their listed firms both direc-
tion and resources [19].

Investment (PRI): PRI is a network
of global investors funded by the Uni-
ted Nations that is trying to put into

(7]

>
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effect the six principles for responsi-
ble investing. The principles address a
wide variety of ESG-related concerns,
such as the need to include ESG con-
siderations into investment research
and decision-making, to interact with
businesses on ESG problems, and to
be open and honest about their own
ESG efforts and success [20].

Initiation of Global Reporting (GRI):
The Global Reporting Initiative (GRI) is
a global body that establishes stan-
dards for reporting on economic, eco-
logical, and societal well-being. The
Global Reporting Initiative (GRI) prin-
ciples may be used by stock exchan-
ges to push their listed firms to report
on their performance and progress
toward sustainability [21].

Figure 1. Tracking progress: the
number of sustainable develop-
ment reports by financial institu-
tions

The Carbon Disclosure Project
(CDP) is an international, nonprofit
organization that helps businesses
disclose their effects on the environ-
ment, including their carbon footprint.
The CDP’s principles may be used by
stock exchanges to promote the dis-
closure of carbon emissions and some
other weather hazards by the firms
that are listed on such markets [22].

To the WFE (World Federation of
Exchanges): More than 200 inter-
national exchanges are members of
the World Federation of Exchanges
(WFE). With this end, the WFE has es-
tablished a sustainable working group
to advise exchanges on sustainability
matters and promote the growth of
sustainable finance programs [23].

Sustainability and ecological, so-
cioeconomic, and governance (ESG)
concerns reporting has seen the most
rapid expansion in recent years in the
realm of financial sector reporting. Fi-
nancial institutions are all under pres-
sure to inform on current ESG proce-
dures and disclose relevant data as
investors strive to connect financial
investments with their beliefs and
make educated choices based on a
company’s performance in the areas
of environment, society, and gover-
nance (ESG). As a result, the number
of organizations in the financial in-
dustry that report on environmental,
social, and governance (ESG) issues
has increased dramatically in recent
years [24].

In which countries sustainable de-
velopment reporting by the financial
industry has increased significantly in
recent years. Some examples are as
follows.

The number of Chinese financial
institutions monitoring on sustaina-
ble development has climbed from 22
in 2013 to 54 in 2019, according to a
study by the China Banking Associa-
tion.

The Securities and Exchange
Board of India (SEBI) requires the lar-
gest listed firms in India to include a
Business Responsibility Report (BRR)
in their annual report. Reporting on
environmental and social impacts are
part of this.

Listed firms on the Johannesburg
Stock Exchange (JSE) are required to
provide an integrated report including
environmental, social, and governan-
ce (ESG) considerations. This has
prompted an explosion in environ-
mental, social, and governance (ESG)
reporting among South African corpo-
rations [25].

The Japanese Ministry of the Envi-
ronment started an initiative in 2018 to
encourage ESG reporting and invest-
ment. That’s why there’s been a dra-
matic rise in the amount of sustainable
business reports coming out of Japan. =
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Although the United States has
been slow to catch up to other nations
in terms of environmental, social, and
governance (ESG) reports, there has
been a significant rise in interest and
action. Governance & Accountabili-
ty Institute estimated that from 20%
of S&P 500 corporations submitting
sustainability reports in 2011 to 90%
in 2020.

An increasing number of financial
institutions in the Middle East area are
embracing sustainable practices and
disclosing their sustainability perfor-
mance as a result of the recent focus
on environmentally friendly financing
and corporate social responsibility
(CSR) [26].

The UAE Strategic Development
Plan and the Green Agenda 2030 are
only two of the many programs the
Central Bank of the UAE has introdu-
ced to advance sustainable finance
and corporate social responsibility in
the United Arab Emirates [27].

Equally, the Saudi Central Bank
has established recommendations on
corporate sustainability and ESG (en-
vironmental, social, and governance)
investment, and the Saudi Stock Ex-
change (Tadawul) has created an ESG
index to monitor the performance of
firms that fulfill specific sustainability
requirements.

Sustainable finance reporting fra-
meworks and sustainable financial
goods and services have been de-
veloped in other Middle Eastern na-
tions including Qatar, Bahrain, and
Kuwait to further encourage sustai-
nable finance and corporate social
responsibility. An increasing number
of financial institutions in the Middle
East area are embracing sustainable
practices and disclosing their sustai-
nability performance as a result of the
increased attention paid to sustaina-
ble finance and corporate social res-
ponsibility (CSR) in recent years [28].

Similarly, the Saudi Stock Exchan-
ge (Tadawul) has created an ESG in-
dex to measure the performance of

firms that satisfy specific sustainabi-
lity standards, and the Saudi Central
Bank has released recommendations
on sustainable financing and ESG (en-
vironmental, social, and governance)
investment [29].

In order to encourage sustainable
finance and corporate social respon-
sibility, several governments in the
region have developed global sus-
tainability products and services and
put in place sustainability reporting
systems, such as Qatar, Bahrain, and
Kuwait.

RESULTS

According to the findings of this
paper, financial institutions may fill the
void in investment capital that exists
in neglected areas by implementing
CSR methods. We performed a qua-
litative study utilizing semi-struc-
tured interviews with 15 financial
institutions in developing countries,
including banks, microfinance orga-
nizations, and development finance
organizations. Our study aimed to
learn more about how financial ins-
titutions employ CSR methods to fill
investment resource shortages and
promote long-term growth in unde-
rrepresented areas.

The article shows that financial
institutions employ various CSR stra-
tegies, such as impact investing, res-
ponsible investing, and community
involvement activities, to fill up invest-
ment resource shortages. The goal of
impact investing is to achieve positive
social and environmental outcomes
in addition to financial gains. Envi-
ronmental sustainability and social
responsibility are only two examples
of responsible business practices at
the heart of responsible investment.
Community engagement projects in-
volve working with the local commu-
nity to find out what they need and
help them in other ways, like teaching
them about money.

According to the financial institu-
tions in the paper, CSR methods may

INVESTIGACION
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assist them in filling up investment
resource shortages by boosting their
access to capital and recruiting new
investors. Financial institutions may
tap into a growing pool of investors by
emphasizing sustainable investment
and concentrating on social and en-
vironmental impact. That, in turn, may
assist these organizations in raising
more funds and investing in underre-
presented communities, where finan-
cing is typically scarce.

The report also discovered that
CSR measures might assist financial
institutions in reducing risks in un-
derserved areas. Financial institutions
may mitigate the risk of unfavorable
social and environmental effects by
supporting sustainable development
initiatives and encouraging ethical
corporate practices. As a result, they
will be able to construct more robust
portfolios and lower their vulnerability
to reputational threats.

In addition, the paper demonstra-
tes how CSR processes may assist
financial organizations in fostering
trusting connections with local po-
pulations. Financial institutions may
better address the demands of their
customers by gaining insight into tho-
se needs via community engagement
projects. It may aid financial institu-
tions in luring more customers and
establishing lasting connections with
them, which can aid them in achieving
their social and environmental impact
objectives.

In conclusion, the research ar-
gues that financial institutions may
leverage CSR channels to fill invest-
ment resource shortages in neglec-
ted areas. Financial institutions may
increase their investor base, lower
risk exposure, and strengthen their
links to their communities by imple-
menting impact investing, responsible
investment, and community engage-
ment activities. These results imply
that CSR methods assist in promoting
sustainable development in disadvan-
taged markets, which has substantial
implications for financial institutions,
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governments, and development prac-
titioners.

It's vital to recognize that our
study has a number of problems.The
sample size is tiny, and all the finan-
cial institutions we contacted are in
poor nations. As a result, our results
may only be transferable to some set-
tings. Second, since our study is qua-
litative, we did not employ statistical
analysis to examine the connection
between CSR strategies and invest-
ment resource shortages. A future
study might expand on our results by
undertaking larger-scale quantitative
studies to investigate this association
better.

DISCUSSION

398

In recent years, there has been a
substantial rise in discussions about
incorporating environmental, social,
governance, and corporate social re-
sponsibility standards into companies’
financial and operational plans. This
issue is especially relevant consider-
ing the more comprehensive environ-
mental mission and the overall pic-
ture of sustainable development. Our
study is on how financial institutions
tackle the scarcity of SDG investment
resources via CSR activities. This is-
sue is closely connected to supple-
mentary research published in the
current body of literature.

Gianni, Gotzamani, and Tsiotras
[15] thoroughly examine the influence
of integrated management systems
on the sustainability performance
of firms in their complete study. The
results of our article indicate that im-
plementing corporate social respon-
sibility practices in financial institu-
tions can significantly contribute to
attaining the SDGs. Additionally, their
research highlights the multiple ad-
vantages of integrating sustainability
into business strategies. An essential
assumption that supports our study is
that the connection between CSR ac-
tivities and sustainable development
is vital for improving firms’ sustainabil-
ity performance.

\

INVESTIGACION



399 ENCUENTROS | Nazar Habeeb, Sarin Faisal, Ali Ghassan y Olha V

Overcoming investment resource gaps through csr...

Yu and Khan [16] researched the
finance structure of the supply chain
for environmentally friendly agri-
cultural goods in the context of the
COVID-19 pandemic. The research
highlights sustainable finance sys-
tems’ resilience and adaptability in
crises. This research enhances the
existing information by showcasing
the practical implementations of CSR
in effectively tackling current and
long-term sustainability issues. This
further substantiates the assertion
that CSR methods are advantageous
for attaining sustainable development
and essential for tackling unanticipat-
ed global crises.

Garrido-Miralles, Zorio-Grima, and
Garcia-Benau [17] investigated the
accuracy of analyst forecasts, the
concept of sustainable development,
and the involvement of stakeholders.
The results of their study shed light on
the beneficial effects that including
stakeholders in sustainability projects
may have. The results of their study
corroborate our own, indicating that
firms with persuasive and open CSR
policies could improve their financial
performance and reputation. This is
a crucial element in successfully in-
corporating the SDGs into business
plans.

Taliento, Favino, and Netti [18]
analyzed the influence of ESG infor-
mation on economic performance. A
“sustainable advantage” refers to the
advantage that firms get by active-
ly integrating ESG criteria into their
operational plans. Our study aims to
analyze the possible advantages that
financial institutions achieve via in-
corporating corporate social respon-
sibility into their operational frame-
works. This aligns with the notion of a
competitive edge in terms of sustain-
ability. Furthermore, these benefits
extend to economic performance and
social and environmental gains.

Li et al. [19] examine the influence
of green investment and corporate
social responsibility on the stock re-
turn of the Chinese export industry.

Their findings provide more proof of
the economic advantages linked to
sustainable investment techniques.
The results of their study provide em-
pirical evidence supporting a funda-
mental principle of our investigation:
that implementing sustainable invest-
ment practices and CSR systems may
improve the financial performance of
organizations while also contributing
positively to the attainment of the
SDGs.

Ultimately, current analysis of the
study concerning previous studies
highlights a consistent pattern that
emphasizes the significance of incor-
porating environmental, social, gover-
nance, and corporate social responsi-
bility factors into business strategies
to promote sustainable development.
These studies emphasize the many
advantages of including these prac-
tices, which include better financial
results, more credibility and engage-
ment with stakeholders, improved
corporate sustainability performance,
and enhanced capacity to withstand
global crises. Our study adds to the
existing knowledge by examining how
financial institutions use CSR meth-
ods to address the investment re-
source deficiencies for the SDGs. This
service provides a distinct viewpoint
on the relationship between corpo-
rate social responsibility and sustain-
able finance.

CONCLUSION

Financial institutions’ Corporate
Social Responsibility (CSR) mechanis-
ms may play a vital role in sustainable
development, as shown by an analy-
sis of the research study “Overcoming
Investment Resource Gaps via CSR
Mechanisms of Financial Institutions.”
The essay emphasizes the role of
CSR in filling in the shortages in the
financial sector’s investment resour-
ces, which is essential for achieving
sustainable development.
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stakeholders inside financial institu-
tions. Stakeholders may utilize this
kind of research to better understand
the financial industry and make edu-
cated investment choices.

In addition, the article sheds light
on the most important Sustainable
Development Goals (SDGs) that have
an effect on the CSR mechanism in
the context of the supply of finan-
cial products and the sale of financial
goods. As a benchmark for financial
organizations to match their activities
with global norms, the research also
recommends the consolidation of
CSR exposure requirements for stock
markets for sustainable growth.

The article elucidates the expan-
ding coverage of the financial indus-
try, with special attention paid to the
Middle East. There has been a nota-
ble uptick in reporting from the finan-
cial industry in this area, which bodes
well for sustainable development and
financial sector openness.

According to academic papers on
financial institutions’ corporate social
responsibility (CSR), the value of CSR
is increasingly being acknowledged.
Corporate social responsibility (CSR)
may assist banking institutions resol-
ve social and environmental challen-
ges, boost theirimage and reputation,
and create a more sustainable busi-
ness model.

Funding resource gaps and the
lack of progress toward sustainable
development may be addressed by
CSR methods including investment
opportunities, charity, and social and
environmental risk management used
by financial institutions. Similarly, aca-
demics have stressed the need of fi-
nancial institutions incorporating CSR
into their whole business model, cul-
ture, and governance.

Regulation and standards of CSR
reporting are necessary for it to be
transparent, accountable, and com-
parable. CSRreporting has been given
a boost by global reporting efforts like
the Global Reporting Initiative (GRI).
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Ultimately, the essay emphasizes
the significance of CSR methods in
filling investment resource shortages
and the crucial role financial institu-
tions may play in sustainable deve-
lopment. The need of aligning report
and global standards with sustainable
development objectives is also highli-
ghted.

Organizations such as the United
Nations Global Compact, the Global
Reporting Initiative (GRI), and the
World Business Council for Sustaina-
ble Development (WBCSD) all do vital
work in advancing responsible busi-
ness conduct. Via their frameworks
and initiatives, they help companies
create sustainability policies and
track their progress. These busines-
ses are at the forefront of a movement
to make the corporate sector more
ethical and sustainable. The success
of these initiatives, however, depends
on whether or not companies are
willing to embrace the ideas behind
them and take concrete steps toward
sustainability. Businesses must in-
corporate sustainability methods into
their procedures and reporting, and
stakeholders must ensure that enter-
prises deliver on their sustainability
commitments. If businesses, nonpro-
fits, and other interested parties work
together, they may be able to create a
future that can support itself.
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