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The main objective of this study is to understand the level of awareness and green banking
practices in Somali banks. This study focuses on the level of awareness of green banking
practices, daily operations, investments, and banking policies related to green banking in
Somalia. This study adopted a quantitative research method by using descriptive analysis. An
adopted and self-administered questionnaire was distributed to 226 Somali bank employees.
Convenience sampling was used to select the respondents and data was analyzed by employing
Statistical Package for the Social Sciences (SPSS) 23. It was found that Somali bank
employees have a poor level of awareness about green banking practices. Daily operations in
green banking, investments in green banking, and banking policies related to green banking
all showed low levels of green banking practices. As long as the majority of respondents
claimed their banks don't offer any green products, it was also discovered that Somali banks
only offer a small number of green products. The results of this study will help government
officials and bank executives in Somalia in reducing climate change risk and eventually
promoting environmental sustainability and sustainable banking practices. By raising

awareness of green banking practices in Somalia, the survey adds to the literature.

1. INTRODUCTION

Development and acceptance of a more sustainable strategy
for human everyday activities are required in light of the
deterioration of climate change, which is linked to
unsustainable behaviors [1]. Due to the fact that climate
change has been one of the most pressing concerns in the globe
for the past few decades, numerous efforts have been
undertaken to reduce the risk of climate change and make the
planet habitable. We are always taken care of by nature since
we are born, raised, and created by it [2]. However, in reaction
to these natural bounties, humans are damaging the
environment in many ways, including by chopping down trees,
polluting the air and water, and testing nuclear energy as a
representation of scientific growth and the Industrial
Revolution. Thus, nature exacts vengeful retaliation through a
variety of catastrophes like storms, floods, droughts,
earthquakes, extreme heat, and melting ice. When faced with
such horrific natural retribution, many individuals throughout
the world work to raise public awareness and inspire us to
seriously consider global warming, its effects, and possible
solutions in order to make the planet habitable and embrace
eco-friendly policies. It emphasizes the importance of
ecological sustainability and the need to adopt eco-friendly
policies to avoid the adverse effects of global warming and
other natural calamities [2].

Green finance refers to financial products and services that
support sustainable growth while reducing the impact of
economic activities on the environment. It includes investment
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in renewable energy, energy efficiency, sustainable
agriculture, forestry, and other environmentally friendly
projects. Green banking refers to the adoption and
implementation of green finance principles and practices by
banks [3]. Another paper indicates that the green banking
adoption in Pakistan is initial stages and the banks proactively
engage in green banking adoption which will benefit
competitive pre-emption [3]. The Somali people mainly
participate in climate change via degrading forest
deforestation [4]. Therefore, there is substantial influence over
multiple stakeholder groups, which can help make the world’s
future truly green.

The Bank, which is regarded as the foundation of an
economy, affects environmental sustainability both directly
and indirectly [2]. Although the banking sector has historically
been seen as environmentally benign, banks' carbon footprint
has significantly expanded in recent years due to their
extensive energy usage (lighting, air conditioning, computers),
limited space, haphazard construction, and disregard for in-
house sustainability. Consequently, banks are encouraged to
employ eco-friendly technology, environmentally friendly
products, novel procedures, and strategies to reduce carbon
footprints and ensure a sustainable environment. Due to the
importance of banks to the economy, businesses must adopt a
more sustainable strategy [1]. The process of using financial
services and products to foster a successful environment is
known as sustainable banking [5]. There are a small number
of banks that are using this strategy [6, 7]. Despite consumers'
desire for more sustainable business models [8].
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Green banking focuses on two aspects: the greening of
internal operations through the use of renewable energy,
digitization, and other strategies that can cut down on carbon
emissions from banking activities, and the wuse of
environmentally friendly financing such as sustainable
banking, ethical banking, green mortgages, green loans, green
credit cards, mobile banking, online banking, etc [9].
Additionally, banks throughout the world utilize energy-
efficient Green Machines that get their power from emission-
free sources like wind power and make significant investments
in local environmental and wildlife programs in their
neighborhood [10]. Even by the norms of sub-Saharan Africa
(SSA), according to assessments from both international and
national organizations, Somalia receives relatively little
funding for climate change [11]. According to line ministries
like the Ministry for Disaster Management and the National
University of Somalia, climate financing is the most crucial
input for addressing climate change, yet it is mostly absent or
at extremely low levels in Somalia [11]. To adjust Somalia's
sensitivity to climate change and its financial institutions'
practices, a thorough grasp of green finance is essential. Given
that relatively little funding has been committed to assisting
adaptation initiatives, Africa's susceptibility to climate change
raises a demand for national and local governments to support
adaptation measures [12].

In the Somali context, the Somali government has severe
budgetary constraints when it comes to efforts to adapt and
mitigate the changing environment as they have other big
priorities such as securities and other sectors. Thus, financial
institutions are therefore crucial for funding climate change
and helping directly and indirectly to mitigate climate
challenges. Although Somalia is experiencing significant
climate change, the banking sector is not ready to adapt to and
mitigate environmental hazards concerns. There are still no
policies in place to reduce the negative impact of climate
change on the country's banking industry [13]. This might be
because of weak governance institutions[14]. According to
Barre et al. [4], even though over 75% of Somali bank
employees are aware of and prefer green finance, the banks do
not provide their customers with any green finance investment
and the majority of employees see green finance as essential
for their lives. In addition, they suggested that Somali
commercial banks offer green funding to attract more new
clients and retain existing ones.

Although a lot of research has already been conducted in
developed and even developing countries, there is still a long
way to go in Sub-Saharan Africa, particularly Somalia, to
achieve the greatest success regarding green baking and
environmental sustainability issues because the majority of the
population in the country is not that aware of it. There is only
one study that has studied the awareness and preference of
green finance in commercial banks in Somalia [4]. However,
this study examines both the direct use of renewable energy,
digitization, and other strategies that can cut down on carbon
emissions from banking activities and the indirect effects of
the use of environmentally friendly financing such as
sustainable banking, ethical banking, green mortgages, green
loans, green credit cards, mobile banking, online banking. In
addition, the study has a substantial justification from both
regulators and bank management. To the best of my
knowledge, this study is the first to examine the direct and
indirect effects of Somali banks on the environment. There
seems to be no visible study that explores the awareness of
green banking, daily operations, investments, and banking
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policies related to the green banking and environmental
sustainability of Somali banks. In general, this study aims to
understand the level of awareness and green banking practices
in Somali banks. The study specifically aims to achieve the
following objectives:

e To examine the awareness of green banking among
employees of Somali banks.
To investigate the daily activities of the banks related
to environmental protection such as reducing paper
usage and using e-mail, internet, e-statements, and
online approval systems as an alternative.
To examine the level of banks’ investment to
promote and facilitate environmentally oriented
enterprises through special grants, loans, and
guidance.

To identify the policies of banks towards green financing
such as setting up green branches, promoting an
environmentally friendly policy at the corporate level, and
environmental-related agreements with relevant parties.

2. LITERATURE REVIEW
2.1 The need for green banking worldwide

The green banking idea has been described as a strategy to
advance environmentally friendly banking practices, which
attempts to minimize carbon footprint and to attract clients
based on these distinctive practices [15]. However, the green
banking idea is a stakeholder effort for a healthy environment
and is not simply a concern of one party [16]. In terms of green
banking applications, the philanthropic approach dominates
the prior literature, although there is still no agreement on a
single, comprehensive definition. Numerous academics agree
that the advantages of green banking are for the greater good
of society and are the driving force behind the expanding
environmental effect [17]. The study argued that the concept
of "green banking" not only promotes social responsibility but
also considers responsibility by assessing a project's potential
effects on the environment before funding [18]. Multiple
studies have also backed green banking's social and
environmental implications [19, 20].

According to another study, green banking is an ethical
banking concept that emphasizes environmental conservation
and encourages social and environmental responsibility by
offering environmentally friendly financial services [18].
However, developed, developing, and underdeveloped
countries typically take various approaches to green banking
legislation [16]. To codify environmental policy under the
control of central banks and regulators, several developing
countries have established mandatory rules. For financing
industries with sensitive climatic needs, India, for instance,
imposed particular limitations. However, developed countries
have adopted a voluntary approach to an industry-driven
strategy to handle the financial risk associated with the
environment as a component of maintaining a quality
environment.

The devastating effects of human innovations on earth
ecology began to become clear and widely recognized in the
early 1980s [3]. Many academics, thought leaders, and
decision-makers began establishing the foundation for the
current green movement [21]. The worldwide banking
industry has begun a corrective and control plan known as
"Green Banking" as a result of realizing its obligation and



accountability towards resource depletion and the
environment [22]. Green banking is becoming more and more
popular around the world, both as a component of the
traditional banking system and as a stand-alone financial
organization in the form of wholly green banks like the
Connecticut Green Bank and the New York Green Bank [3].
However, similar to the bulk of green management initiatives,
there is a considerable difference between the acceptance of
green banking in both developed and developing countries.
According to a study, 93 banks spent €232 billion on coal
finance between 2005 and 2010 [23]. Therefore, banks have a
negative direct and indirect influence on the environment.

The positive impact of Green banking practices is seen by
businesses as a crucial strategy for establishing a favorable
reputation and aiding in staff retention [24]. Similarly, Riffat
et al. [25], argued that green banking improves relationships
between businesses, clients, and the government. Another
study found that green banking has a big impact on
stakeholders' investment choices [26]. Similarly, this study
demonstrates how green banking is concerned with the welfare
of the community in which it works [2]. The adoption of
energy-efficient practices in everyday banking operations and
the promotion of E-banking practices to cut the cost of
operations in solid forms, such as paper, are recognized as
green banking in the daily operations of banks [27].

Green banking requires corporate strategies that put a higher
emphasis on social and economic growth in a clean
environment [28]. According to the findings of the following
studies, the bank now holds everyday operations accountable
for the environment, which reduces carbon footprints [29, 30].
Green banking practices are praised by researchers for their
various advantages, including their contribution to reducing
internal and external risk as well as their improvement of bank
image and source of competitive advantage [31]. The research
uses data from 713 institutions across 75 countries from 2013
to 2015 to assess the impact of environmental financing and
access to finance on the financial performance of the industry
internationally [32]. Their findings point to the positive effects
of financial access on banks' financial performance as
measured by managerial quality and loan expansion.
Nevertheless, despite all the advantages, the adoption of green
finance is still in its infancy stage in developing economies.
These have the effect of decreasing the amount of interest in
clean energy projects and the cost-effectiveness of adopting
green banking practices [33]. Additionally, a different study
carried out in 50 European bank samples indicated that only
management topics had a positive correlation with
environmental and sustainability performance, but not risk
management techniques [34]. This confirms research findings
that suggested a positive impact on financial growth through
loan growth and management quality [32].

However, other studies indicated that green banking aims to
lessen banks' negative direct and indirect environmental
impacts by promoting effective strategies to change everyday
internal operations and promote green investment initiatives
[16]. Using data from the years 2008 to 2017, a study
examined the sustainability of the Islamic banking paradigm
[35]. Their findings demonstrated a strong correlation between
sustainability practices and the financial success indicators of
Islamic banks as well as shareholders' viewpoints. However,
they discovered a negligible financial performance from a
market standpoint. This study argued that green practices in
the banking industry have been sparked by their potential
negative role in the degradation of the global environment and
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the depletion of natural resources [3]. They added that many
banking operations in the natural environment are potentially
harmful, posing negative effects both indirectly and directly.
Their study tracks Pakistan's banking sector's transition to
green banking. They stressed how important it is for emerging
economies to implement green banking. Due to the traditional
banking ideology's direct and indirect negative effects on the
environment, green banking has emerged [36]. However, with
the International Finance Corporation (IFC)'s effort and the
creation of the Sustainable Banking Network (SBN) to support
green banking in poor countries, the adoption of green banking
practices in particular gained considerable importance in 2012
[3]. Therefore, 15 of the 35 countries, have effectively started
national guidelines, principles, and policies concerning green
banking practices. Due to its direct and indirect negative
effects on the environment, the banking sector is one of the
most significant stakeholders and areas of interest for those
involved in the green banking concept [16]. In contrast to
direct consequences, however, banks' indirect effects are a big
concern [37]. Banks are regarded as the primary source of
financing for the sector in developing countries. According to
data, foreign banks funded the coal industry with more than
220 million pounds between 2005 and 2010 [16]. However,
Ikram et al. [38] recommended that adopting Quality
Environment and Social (QES) standards had a noticeably
favorable impact on exports of products and services,
particularly in developing countries. This study also suggested
that to promote the use of mobile banking, banks should put
more effort into improving the convenience of online
transactions [39].

2.2 The need for green banking in Sub-Sahara Africa

Sub-Saharan Africa (SSA)is in a unique position to reap the
socio-economic and environmental benefits of renewable
resources, and the energy efficiency practices as the demand
for energy in the continent grows [40]. According to Doku et
al. [41] the SSA countries are not developed enough and
neither receive sufficient climate funding to address the
challenges arising from climate change. Given the severe
poverty and lack of development, the region heavily relies on
agriculture but above 600 million people in Africa lack the
necessities such as water and electricity [42]. In the Horn of
Africa, the livestock and agricultural subsectors have suffered
greatly in recent decades due to severe environmental
degradation of the region's forest regions and climate change
[14]. As mentioned above the Somali people mainly
participate in climate change via degrading forest
deforestation [4]. By the late 1980s, nearly all of Somalia's
floodplain woods had been eradicated to make way for
irrigated farmland. In 2014, just 10% of the country's surface
area was covered by forests, down from 62% in 1980 [43]. The
study also found, that since 1990, The woods of Somalia have
lost an average of 1% of their area annually. The primary
reason for widespread the unsustainable plucking of acacia
trees for the manufacturing of charcoal has contributed to
deforestation. Where their yearly shipments of charcoal
reached their pinnacle in 2011 at $56 million in Somalia [43].
Additionally, the cumulative impacts of several poor rainy
seasons have decreased grain output, which has resulted in a
dire humanitarian crisis that became a famine in many areas of
Somalia in 2011, 2017, and 2022 [44]. Figure 1 illustrates how
environmental deterioration, as measured by deforestation,
was steady in Somalia between 1990 and 2001. It began to rise



in 2001 and peaked in 2005 mostly as a result of Somalia's
expanding charcoal export business, which was primarily
fueled by massive deforestation. From 2006 through 2013, it
fluctuated, but starting in 2014, it stayed the same. The earth's
surface temperature rises as a result of agricultural CH4
emissions, which include those from burning agricultural
waste and those from the production of rice and animal
manure. Figure 1 illustrates a rising trend in Somalia from
1991 to 2005. It subsequently started to decline until 2008
before starting to increase once more in 2009. In conclusion,
environmental deterioration and pollution in Somalia are very
dynamic and may hurt the country's agricultural output.

Somalia faces significant deforestation [43]. It involves a
lack of current understanding, a dearth of global measuring
tools, and a focus on the context and use of technology in a
specific country. Thus, the majority of Somali banks are not
even aware they could have an indirect negative impact on the
environment by financing companies that are working in the
charcoal industry. A lot of people turned to charcoal as gas
prices rose in Somalia as an affordable energy source.
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Figure 1. Environmental pollution and degradation in

Somalia
Data source: World Bank, (2022).

2.3 Theoretical perspective

According to a theoretical standpoint, this serves as a
starting point. Any investment approach that aims to include
both financial return and social/environmental benefit to bring
about social change is known as socially responsible investing
(SRI). According to Chatzitheodorou et al. [45], it has been
asserted that several terms, including ethical, social,
sustainability, and investments, have been interlaced into the
reasoning behind SRI theory. It has been said that SRI theory
emphasizes individual values and societal well-being as
crucial factors to take into account when evaluating
investment options [46]. According to Newell and Lin Lee
[47], SRI theory was perceived as advocating the use of both
financial and well-being goals, particularly among
microfinance institutions and socially motivated businesses, to
combat the growing environmental challenges, create
employment, and advance rural and urban development.
According to another study, SRI theory employs finance with
a social orientation to concurrently advance financial and
social objectives and goals [47, 48]. However, according to
Browner et al. [49], it has been suggested that owing to
obstacles including a lack of paperwork and the usage of green
energy, banks have limited information accessible to them in
their investments in green initiatives. This can deter banks
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from making investments. But today's customers have higher
expectations since they can identify additional uses for the
money they put in and want to see more social good. As banks
close, they dramatically affect the environment in both direct
and indirect ways [50]. Banks, however, do not have access to
enough information and data to support the implementation of
green banking. Thus, this study aims to examine the direct and
indirect effects of Somali banks on the environment in terms
of awareness, daily operations, investments, and strategic
policies in the bank system of Somalia, to fill out the empirical
gap in the existing body of the literature.

3. METHODOLOGY

In the current study, quantitative research and a survey
methodology were applied. The information was gathered
from the employees of 13 licensed Somali banks. A
questionnaire was used to acquire the data for this study. The
survey was delivered via a Google document form, and shared
via social media sites including Facebook, WhatsApp, and
email addresses of respondents. Each respondent was only
given one opportunity to complete the survey. The respondents
had to work for a Somali bank and, at the very least, be literate
in reading, writing, and understanding English when the
respondents were picked by the researchers. When distributing
the survey questionnaire, the English language is utilized as
the primary language. The study's sample size was 300,
however, after removing all incomplete replies, 226 responses
were still valid. This suggests that the study's response rate was
75.33 percent. The data was collected from April to June 2023.
In this study, a convenient random sample is used to collect
data. This sampling technique is widely used for primary data
sets and is a cost-effective method for collecting the data.
Additionally, convenience sampling is regularly used in
previous research [51-54]. According to Shaikh et al. [54],
convenience sampling is more prevalent in financial study.
This sampling approach is popularly utilized for primary data
sets and is an economical way to gather the data [51]. As a
consequence, the authors used this sample strategy. The
questionnaire uses a five-point Likert scale (1 being strongly
agree, and 5 being strongly disagree) to evaluate the replies to
the items. The reliability and validity of the data have been
tested to check the quality of constructs, and all constructs
have passed the necessary threshold of 0.70 [55]. Therefore,
the result of this study is reliable. This study has used
descriptive statistics as a method for data analysis the main
reason is that is the most appropriate method as long as this
study wants to find out number of people who aware the green
banking practices, the Daily Operations, the Green Project
Investments, and the Bank Policy in Somalia and other study
uses same data analysis method as follows [56].

In this study, all the variables are adopted from previous
studies related to green banking that had already been tested
and verified. All of the Daily Operations, Green Project
Investments, and Bank Policy Related Practices variables have
been adopted by Rehman et al. [16], whereas the green
banking awareness variables are self-created questions.

4. RESULTS

Table 1 provides a summary of the demographic part of the
study. The data indicates that 67.7% of the respondents are



men and 32.3% are women. Only 5.8% of respondents are
beyond the age of 35, with 46.9% of respondents being
between 20 and 25 and 47.3% between 25 and 35 years old.
According to their degree of education, graduates make up the
majority of respondents (71.9%). In terms of their marital
status, 63.3 percent were single and 48.6 percent were married.
Just 26.5 respondents had more than five years of experience,
compared to 38.9% who have between three and five years,
34.5 percent with less than a year, and 34.5 percent with more
than five years. Figure 2 shows that the majority of
respondents just over 50 percent of the respondents said their
bank does not provide any of the green finance products as laid
out in Figure 2. Green long-term investment accounts (like
agriculture) product that respondents think their bank finances,
with 19.91 percent. The second product, which accounts for
11.06 percent, is a green loan (credit). As you can see in Figure
2, the other green financing products that Somali bank
employees believe are available in their banks are less than
double digits. Thus, this indicates that Somali banks mainly do
not offer green financing products to their employees, or they
offer negligible investments such as agricultural financing.

Table 1. Respondents profile

Assessing Somali bank employee awareness of green
finance is the first step in the study. Table 2 presents the
results. More than 52.2 percent of respondents strongly
disagreed or disagreed with the first statement "I have general
knowledge about green finance," meaning that the majority of
bank employees in Somalia do not have a general
understanding of what green finance entails. The second
statement, "Generally speaking, I have already acquired
enough knowledge about green finance," the majority of
respondents gave negative responses (56.2 percent), indicating
that the employees lacked general knowledge of what green
finance is all about. The third statement, "I have enough
information about the advantages of providing green finance"
61 percent of employees either strongly disagree or disagree
with the statement, which shows that staff do not receive
enough knowledge on the benefits of offering green products
to bank clients. fourth statement “I have learned about green
finance from media sources." Among the responses, 50%
strongly disagree or disagree with such assertion, while 31%
strongly agree or agree with that statement. Therefore, the
result of this study is in contrast with the study of Barre et al.
[4] who found that more than 75% of Somali bank employees
are familiar with green finance. Similarly, the result of this
study also contradicts the following study conducted in
Nigeria which indicates a higher level of awareness of green
finance [57]. However, the study revealed that there is a low
level of implementation of green finance practices in
infrastructure development in Nigeria. Thus, a high level of
awareness does not lead to a high level of implementation of
green finance practices Nigeria. Last but not least, more than
51% of respondents strongly disagree or disagree with the
statement that "I am concerned about green finance,"
indicating that they are not concerned about the risk of climate
change and environmental challenges, whereas fewer than
20% claim they are. Hence, Somali people are less concerned
about climate change which indicates the low level of
awareness of the risk climate change could bring on them.
Furthermore, Cronbach's alpha was used in reliability testing.
The quality of construct dependability was tested, and the
findings indicate a score of 0.752, which is higher than the
necessary threshold of .70 [55]. Therefore, the result of this
study is reliable.

Which of the following green finance product your bank has financed before

Variable Frequency Percent (%)
Gender
Male 153 67.7
Female 73 32.3
Age
20 - 25 years 106 46.9
25 - 35 years 107 47.3
Above 35 13 5.8
Education Level
Graduate 176 779
Undergraduate 40 17.7
High school 2 0.9
Other 8 35
Marital status
Single 143 63.3
Married 83 36.7
Working experience
Less one year 78 34.5
3-5 years 88 38.9
Above 5 years 60 26.5
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Table 2. Level of awareness in green finance

No. Statement 1 2 3 4 5 Cronbach's Mean  Std. Dev.
Alpha (o)
1 I have general information about green finance 124 8.0 274 367 155 3.35 1.20
2 Generally speaking, | have already _acquwed 49 111 279 398 164 352 1.04
enough knowledge about green finance
3 I have received enough information about 66 102 221 420 190 0.752 357 1.11
benefits of offering green finance
4 I have re(_:elved mformathn about the green 71 239 190 385 115 393 114
finance from media sources
5 I am concerned about climate change 9.3 10.2 288 376 142 3.37 1.133

1= strongly agree (%), 5= strongly disagree (%)

The second section of the study studies how Somali banks
conduct their daily operations in terms of green finance. Table
3 presents results. The first statement "My bank has initiatives
to reduce paper usage and other wastage of materials" by more
than half of respondents strongly disagreed or disagreed. Thus,
the majority of Somali bank employees feel that their
institutions do not limit paper consumption and other waste
products that might harm the environment to lessen the danger
of climate change, even though only approximately 30% of
Somali bank employees agree or strongly agree with the
statement. In the second statement, the majority of respondents
(more than 53%) disagree or strongly disagree with the
statement that "My bank has introduced energy-efficient
equipment, system solutions, and practices,”" indicating that
the staff do not feel their banks do so. Nevertheless, only
roughly 21% of people strongly or somewhat agree with the
statement. Third, the majority 46 percent of employees
disagree or strongly disagree with the statement that "My bank
uses e-waste management practices,” meaning that they
believe their banks do not use e-waste management to help
reduce environmental issues. Only 31% of employees say their
banks do use some form of e-waste management. forth, the
statement argued that "My bank has environmentally friendly
banking practices (e-mail, intranet, e-statements, online
approval system, etc.)" Only 14 percent of respondents agreed
or strongly agreed with this claim, with a majority of more
than 67 percent, indicating that Somali bank employees do not
feel their institutions follow environmentally friendly
methods. The fifth statement says "My bank encourages

customers to use environmentally friendly banking practices
(e-statements, online transfer, etc.)" The majority of
respondents roughly 70% strongly disagree or disagree with
that statement, while just over 14% agree or strongly agree,
showing that Somali bank employees do not believe their
institutions encourage their clients to adopt environmentally
friendly practices. Six statements, the majority of employees
(over 55 percent) strongly disagree or agree with the statement
that "My bank regularly arranges seminars workshops to
promote environment-friendly practices in daily operations,”
while only slightly more than 23 percent agree or strongly
agree with it. This indicates that Somali bank employees
believe their banks do not provide seminars and workshops
related to the importance of the environment to increase
environmental awareness. Finally, the statement "My bank
encourages employees to communicate through digital
connectivity" received almost 70% of respondents who
disagree or strongly disagree, indicating that Somalian banks
do not take into account how their employees interact and
whether to use an environmentally friendly method or not.
Therefore, bank personnel may not use digital communication.
Overall, the daily operations of green finance in Somalia show
that the Somali banks do not daily practice green finance
activities which is consistent with previous studies [16, 29]. In
addition, Cronbach's alpha was used in reliability testing. The
findings indicate a score of 0.713, which is higher than the
necessary threshold of .70 [55]. Thus, the result of this study
is reliable.

Table 3. Daily operations

Cronbach's Std.
No. Statement 1 2 3 4 5 Alpha (a) Mean Dev.
1 My bank has initiatives to reduce paper usage and other 155 146 199 310 19.0 323 133
wastage of materials.
2 My bank has |ntroduced_energy-efﬁcngnt equipment’s, 71 146 252 345 186 343 115
system solutions and practices.

My bank uses e-waste management practices. 115 195 230 345 115 3.15 1.20

My bank has environmental friendly banking practices (e- 0.713
4 . . 53 88 186 381 292 3.77 1.12

mail, intranet, e-statements, online approval system, etc.).
My bank encourages customers to use environmental
5 friendly banking practices (e-statements, online transfer 6.6 80 164 358 332 3.81 1.17
etc.).
My bank regularly arranges seminars workshop to
6 promote environment friendly practices in daily 102 137 208 354 199 341 1.23
operations.

7 My bank encourage employee to communicate through 44 84 212 416 243 373 105

digital connectivity.

1= strongly agree (%), 5= strongly disagree (%)
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Table 4. Investments in green projects

Cronbach's Std.
No. Statement 1 2 3 4 5 Alpha (a) Mean Dev.
1 My bank provides Ioans_to enwronmer_ltal protection and 84 168 208 372 168 337 119
energy saving related projects.
2 My bqnl_(_lm_plement? certain independent and uniquegreen ao 401 o979 311 111 3.20 113
initiatives, projects, and etc. (e.g. tree planting).
3 My banlf promotes and fq0|lltates environmental prlented 35 128 257 425 155 0.751 354 101
enterprises through special grants, loans, and guidance.
My bank uses social and environmental management
4 system or any other mechanisms to evaluate all project 84 137 235 345 199 3.44 1.19
proposals.
5 My bank pror_notes and facilitates enwron_mental oriented 80 124 261 1381 155 3.1 113
guidance to promote green projects.
6 My bank promotes and fa_(:llltates credit line to green 84 142 265 376 133 333 113
projects.
1= strongly agree (%), 5= strongly disagree (%)
Table 5. Banks policy related practices
Cronbach's Std.
No. Statement 1 2 3 4 5 Alpha (a) Mean Dev.
My bank involves in setting up green branches (energy-
1 efficient buildings/ green buildings). 55 146 319 321 159 35 12
5 My bank has an environmental (green) policy. 66 124 283 350 17.7 355 111
My bank has environmental-related agreements with
3 relevant parties/ stakeholders (suppliers, customers, etc.). 80 102 243 381 195 0.727 3.5 115
In my bank, head office level or top management involves
4 environmental protection-related planning and 88 119 230 332 230 3.55 121
implementation.
My bank promotes an environmental friendly policy at
5 corporate level. 75 93 204 460 16.8 3.55 1.10
My bank purchases its stationeries, equipment’s and other
6 items from environmentally friendly companies (e.g. 71 106 265 336 221 3.53 1.15

printers, computers, etc.)

1= strongly agree (%), 5= strongly disagree (%)

The third section of the study looks at the investments or
loans that Somali banks provide in green initiatives. Table 4
presents the findings. The first statement, "My bank provides
loans to environmental protection and energy-saving related
projects," is strongly disagreed or disagreed with by the
majority of respondents (approximately 54 percent). While
just slightly more than 25% of Somali bank workers agree or
strongly agree with the statement. Thus, this indicates that the
majority of them think their local banks do not offer sufficient
finances and loans to mitigate the community's risk from
climate change. Second, a majority of respondents with more
than 45 percent strongly disagree or disagree with the
statement, which is that "My bank implements certain
independent and unique green initiatives, projects, etc. (e.g.,
tree planting)" While around 26% of employees strongly agree
or agree with the statement. Hence, they think their banks do
not take green measures like planting trees to mitigate
environmental concerns. Third, the majority of employees,
approximately 60%, disagree or strongly disagree with the
statement that "My bank promotes and facilitates
environmentally oriented enterprises through special grants,
loans, and guidance," thus, this indicates that the employees
do not believe their banks offer special grants and loans to
promote environmental friendly enterprises. However, just
over 16% of employees agree or strongly agree with the
statement. Fourth, the majority of respondents 54 percent
disagree or strongly disagree with the statement that "My bank
uses social and environmental management systems or any
other mechanisms to evaluate all project proposals," while just

4503

over 22 percent agree or strongly agree with it. Therefore, this
shows that Somali bank employees feel their banks do not use
any mechanisms to evaluate the proposals by checking how
they are environmentally friendly proposals. Fifth, the
majority of respondents 53.6 percent disagree or strongly
disagree with the statement "My bank promotes and facilitates
environmental-oriented guidance to promote green projects,"”
while just over 20 percent agree or strongly agree. Thus, this
finding suggests that Somali bank employees do not believe
their institutions support and facilitate environmentally
friendly projects. Finally, the majority of employees over 50%
strongly disagree or strongly disagree with the statement that
"My bank promotes and facilitates credit line to green
projects," whereas just over 22% agree or strongly agree with
it. Therefore, this finding shows that Somali bank employees
believe their institutions do not provide special credit lines to
encourage green projects to address environmental challenges.
Overall, the result of this section of investments and loans that
Somali banks provide in green finance initiatives indicated
that they less care to invest and loan money to promote green
investment with is consistent with previous study [29].
likewise, Cronbach's alpha was used in reliability testing, and
the findings revealed 0.751, which was higher than the
necessary threshold of .70 [55]. Therefore, the result of this
section is reliable.

The study's fourth section examines the banks'
environmental practices about strategic policies. Table 5
presents the findings. About 51% of respondents strongly
disagreed or disagreed with the first claim, which says "My



bank participates in the establishment of green branches
(energy-efficient buildings/green buildings)". Thus, the
majority of the Somali bank employees suggest that their
institutions are not opening green branches to contribute to the
mitigation of climate change, which might result in
environmental disaster, compared to just over 20% who agree
or strongly agree with the statement. Second, the statement
that "My bank has an environmental (green) policy" similarly
by more than 52% of respondents strongly disagreed or
disagreed and only 19% of employees agree or strongly agree
with the statement. Thus, this indicates that they don't think
their banks have environmental policies in place to reduce or
adopt environmental hazards. Third statement claimed "My
bank has environmental-related agreements with relevant
parties/ stakeholders (suppliers, customers, etc.)" The majority
of employees 58 percent strongly disagree or disagree with.
Therefore, this means the employees think their banks do not
have an agreement with their stakeholders, including
suppliers, customers, and others, that relates to the
environmental protection. Fourth, just over 54 percent of
respondents disagree or strongly disagree with the statement
that "In my bank, head office level or top management
involves environmental protection-related planning and
implementation," while just over 20 percent agree or strongly
agree. Therefore, this shows that Somali bank employees feel
that the top management of the banks are not planning to
implement environmental protection plans. Fifth statement
says "My bank promotes an environmental friendly policy at
corporate level," the majority of respondents disagreed or
strongly disagreed with it in a ratio of just over 62 percent.
Hence, this indicates that Somali bank employees do not
believe their institutions are encouraging or promoting
environmental policies at the corporate level. Final statement
says "My bank purchases its office supplies, technology, and
other items from environmentally friendly companies (such as
printers, computers, etc.)" Over 55% of employees strongly
disagree or disagree with this statement, compared to just over
17% who agree or strongly agree. Therefore, this shows the
Somali bank employees believe their institutions are not
buying stationeries from environmentally friendly companies
to promote environmental protection. Overall, the result of this
study shows that the Somali banks do not have any strategic
policies toward green finance which is consistent with the
previous studies [29, 16]. Furthermore, Cronbach's alpha was
used in reliability testing and the findings revealed 0.727,
which was higher than the necessary threshold of .70 [55].
Therefore, the results of this section are reliable too.

5. DISCUSSION AND CONCLUSION

The study aimed to examine green banking practices in
Somali banks. Data were analyzed by using descriptive
statistics research design in order understand the awareness
and level of green banking practices in Somali banks. the
reliability of the data with employing by using Cronbach alpha
and all constructs has passed the required threshold 0.70 [55].
The SPSS is used as tool to analysis data to find out the level
of green banking practices by Somali banks of the variables of
this research study including level of awareness, daily bank
operations, Investments in green projects and the bank policies
related environmental practices. Although different strategies
have been initiated to promote environmentally friendly
business practices, but in Somalia there is no clear strategies
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relates to environmental protection that have been
implemented so far. Some developing countries have
implemented green banking initiatives although it is on initial
stages. For instance, online banking, paying online bill
facilities, and other financia 1 transactions, encouraging online
digital activities, are few of the banking technologies
contributing to the green environment that have been
implemented in Pakistan and other countries [16]. In Somalia,
there is no clear strategies relates to environmental protection
that have been implemented so far. However, online banking,
paying online bill facilities, online digital activities and other
financial transactions are their intial stages. In Somalia, like in
most of Eastern Africa, major climate-related calamities are
occurring [11]. Because the country depends on climate-
sensitive industries like livestock and grain production, this
has a significant impact on the people’s livelihood.

First, regarding the level of awareness in green banking
activities, a recent study by Javelin Strategy and Research
estimates that about 53% of customers want to belong to the
banks that have the authority to instigate positive actions for
the environment and society, so the banks must be certain
about their responsibility toward the environment for the
sustainable financial reward and success [58]. Although, the
Somali bank employees have very low levels of understanding
for green finance since the majority of respondents either knew
nothing about it or knew very little about green finance as the
result of the study indicates. Therefore, it is needed to increase
the level of awareness of green finance and to explain the
important of green banking to the Somalis to ultimately to
contribute the environmental protection of the country.

Second, in terms of daily bank operations, the findings of
this study indicates that Somali banks few relatively operate
on a daily basis that are engaged in green banking activities,
because most employees think their banks don't regularly
engage in green banking activities. The results of this study is
consistent with Rehman et al. [16], who found that traditional
banks' day-to-day operations are unrelated to the environment,
but their environmentally friendly practices would have a
significant external influence on the environment as a whole.
However, the banking industry, with its vast network of
branches and automated teller machines (ATMs), is the
biggest user of resources like paper and power. However,
using in-house greenhouse projects and supporting digital
banking technology can help to a larger extent in reducing the
negative environmental effect. Thus, adopting green banking
practices into daily operations is more important. Therefore,
green finance techniques help preserve the environment by
lowering CO» emissions footprints, which motivate businesses
to choose clean energy technology [18]. Similarly, the daily
operations of bank direct daily operations to environmental
accountability, which helps in the reduction of carbon
footprints [30]. This study indicates that Somali banks rely
heavily on paper usage and other wastage materials that could
harm environment. Althogought, there is a little progress in
terms of using online banking, paying online bills, and online
digital activities. Therefore, Somali banks slightly adopted
environmental friendly practices such as e-mail, intranet, e-
statements, online approval system, and etc.

Third, Investments in green projects is very essential to
reduce the indirect impact of banks on the environment. The
results of this study indicates that Somali banks provide less
meaningful funds and loans to green projects that could protect
climate change and environmental deforestation which
ultimately contribute green initiatives such as planting trees to



reduce environmental risks. The result of this study is
consistent with Nizam et al. [32], who finds in emerging
nations, green banking is still extremely new and in its infancy.
It faces several obstacles, including a lack of current
information, a lack of global measuring tools, and its reliance
on local context and technological uptake. Similar findings
were made by another study, which revealed low levels of
interest in clean energy projects and lower adoption costs for
green banking practices [33]. Hence, it is also evident that
Somali banks do not support and enable environmentally
conscious businesses with specialized grants, loans, and
advice to address the environmental issues that Somali people
is experiencing.

Lastly, the bank policies related environmental practices.
However, with the International Finance Corporation's (IFC)
effort and the creation of the Sustainable Banking Network
(SBN) to support green banking in poor countries, the
adoption of green banking practices in particular attracted
considerable attention in 2012 [16]. IFC estimates that 15 of
the world's 35 countries have effectively implemented
national-level guidelines, principles, and regulations regarding
green banking practices. the findings of this study indicates
that there are no explicit environmental protection policies that
Somali banks implemented so far. For example, installing
green branches to decrease climate change, which might result
in environmental catastrophe. This study also findings, Somali
banks have less environmental agreements with key parties
and stakeholders. The senior management of the banks lacks a
clear strategy for how to implement environmental protection
in their institutions. Therefore, the environment and the
climate change receive less attention and concern in the rules
and standards of Somali banks.

6. IMPLICATIONS OF THE STUDY
6.1 Theoretical implications of the study

According to Bose and Gupta [59] argued that the
theoretical framework for the implementation of green
banking is not well studied. In this context, further study is
required to better understand the factors that influence the
adoption of green banking, particularly in developing
countries [60]. This study uses socially responsible investing
(SRI) theory as a baseline theory which is suitable to this
study. SRI theory was perceived as advocating the use of both
financial and well-being goals, particularly among
microfinance institutions and socially motivated businesses, to
combat the growing environmental challenges, create
employment, and advance rural and urban development. Thus,
this SRI theory employs finance with a social orientation to
concurrently advance financial and social objectives and goals
[47, 48]. There are no any known studies available in the
literature on the level of awareness and green banking
practices in sub-Sahara countries. In Somalia particularly,
there is a need to investigate and explore as long as Somalia is
one of the most effected countries by climate change [43].
thus, this study investigates the green banking practices in all
licensed banks in Somalia for the purpose of filling the
empirical gap in the existing knowledge and to provide rich
updated literature platform for the future research. Moreover,
empirical research is not existing at all in bank system of
Somalia, and there is a lack of evidence of the awareness and
level of adoption in green banking system sustainability. This
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study suggests that banking sector in Somalia should focus on
increasing the awareness and environmental performance
equally with a view to address and minimize the harmful effect
in broader environmental perspective.

6.2 Practical and managerial implications of the study

The study has implications for both bank management and
regulators. By adopting an appropriate methodology and
ensuring the reliability of the data, the study has a sound basis
for both theoretical and managerial implications. Empirically,
this study explores the level of awareness and the existing
green banking practices adoption in Somalia. Based on this
study, the top management of the banks and regulators will
have a better understanding of the low level of employee
awareness and the low level of Somali banks practicing
sustainable green banking practices to increase the awareness
and green bank adoption to their banks. This may be used in
future valuation of the bank’s employee awareness and green
practices adoption and financial performance in Somalia. This
study also bears implications for regulatory and bank
management in Somalia. As the general of objective of this
study was to understand the level of awareness and green
banking practices in Somali banks. Thus, the result shown low
level of awareness and practices in green banking in Somalia.
Thus, the top management of Somali financial institutions
should endeavor to create an environment which should be
conducive to the sustainability of green practices in the
banking sector and to participate the enhancing the awareness
of green banking practices to participate in the impact of
climate change. The bank management should also allocate
part of the funds to finance environmentally friendly projects.
Moreover, the bank's management should create clear policies
and plans to enhance green banking practices. Therefore, the
top bank management should be clear about climate change
adoption and mitigation. Second, the central bank of Somalia
should make it compulsory for all licensed banks to train their
employees to enhance the awareness of green banking and
disclose its green banking strategies and policies in its final
reports to disseminate exact awareness of such practices to the
stakeholders as the result indicates the low level of awareness
and practices in green banking in Somalia. In addition, the
central bank of Somalia must also formulate a robust strategic
framework for green practices to be implemented by
commercial banks, which can contribute to the environmental
performance and awareness in general. In addition,
government should include as a clause on the banks to
financing of enterprise that are friendly with environment.
This will substantiate banks’ practices of green banking and
will contribute to its environmental performance. likewise, the
government of Somalia should encourage the use of e-mail,
intranet, e-statements, online approval systems, etc. as
alternatives to paper consumption and other material waste
that might harm the environment.

There are some limitations related to this study that give
direction to potential researchers in this field. Firstly, the
researcher conducted this empirical study in Somalia. the
future researchers should include all sub-sahara African
countries to get more insightful results pertaining to awareness
and practices of green banking. Therefore, it has geographical
limitations. Secondly, the primary data source of this study is
collected only from employees of Somali banks. Future
research should be included both Somali bank staff and clients
to see their awareness of green banking. Finally, a



questionnaire instrument was used in this study to collect data.
Future studies should be considered using other data collection
tools, such as interviews.
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