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Abstract

Climate change has been an important topic for many years and the banking sector may at
first glance not be considered to be affected by sustainability issues to a large extent, but
financial institutions have a big impact on how well society can face sustainability issues.
Banks play a crucial role in the transition to greener businesses. Money rules and the
powerful actors are those who possess it. Thereby, this review tries to bring an understanding
of how the Swedish financial institution, Handelsbanken, contributes to more sustainable
business practices by engaging in sustainability activities. By employing a qualitative
research methodology that combines theoretical gathering and data collection through
interviews, the purpose of this review is to bring an academic understanding of how a
financial institution can contribute to more sustainable business practices. This review
examines the work of Handelsbanken towards their business clients. When analyzing the
results, it could be found that Handelsbanken’s work contributes to greener business clients
by offering more sustainable solutions. It also shows that the definition of sustainability is a
core value of Handelsbanken and it has been within their business model since the beginning.
Sustainability initiatives are thereby nothing new for Handelsbanken, but there are however
some challenges with their sustainability work. The greatest challenge is the involvement of
small and medium-sized enterprises, primarily due to financial and time restrictions.
However, the results and analysis implies that the sustainability work of Handelsbanken
shows good opportunities for further development of the sustainable solutions; indicating for

a greener future for all parties included.
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Wordlist

Carbon Dioxide Footprint - A carbon dioxide footprint, also known as a carbon footprint,
refers to the total amount of greenhouse gasses, specifically carbon dioxide, emitted directly

or indirectly by an individual, organization, event, product, or activity.

CSRD - CSRD is a Corporate Sustainability Reporting Directive that requires different
companies to report on what impact their corporate activities have on the environment and

society.

CSR - CSR stands for Corporate Social Responsibility. It is when companies integrate social
and environmental concerns in their business operations and interactions with stakeholders,

taking responsibility for their impact on society beyond just making profits.

EU Green Deal - The EU Green Deal is an ambitious plan proposed by the European
Commission to transform the European Union into a climate-neutral continent by 2050. It
encompasses a wide range of policies and initiatives aimed at reducing greenhouse gas

emissions, promoting sustainable economic growth, and protecting the environment.

ESG - ESG stands for Environmental, Social, and Governance. It's a framework used to

evaluate the sustainability and ethical impact of an investment in a company or business.

Paris Agreement - The Paris Agreement is an international treaty adopted in 2015 under the
United Nations Framework Convention on Climate Change (UNFCCC). Its goal is to limit
global warming to well below 2 degrees. The agreement aims to achieve this by having
countries set their own targets for reducing greenhouse gas emissions and regularly reporting

on their progress.

SDG - SDG stands for Sustainable Development Goals. These are a collection of 17 global
goals set by the United Nations in 2015, with the aim of addressing various social, economic,

and environmental challenges by the year 2030.

SME - SME stands for Small and Medium-sized Enterprises. These are businesses that

generally have fewer employees and lower annual revenue compared to larger corporations.



1.Background

Climate change has been an important topic for many years and with increasing greenhouse
emissions leading to rising global temperatures, extreme weather events and disruptions to
ecosystems and natural processes - this can no longer be ignored. Society is becoming
increasingly more aware of environmental issues and companies need to develop and adapt
their practices to sustainable ones in order to meet the high pressure from stakeholders
(United Nations, n.d.). The banking sector may at first glance not be considered to be affected
by sustainability issues to such a large extent, but they have a big impact on how well society

can face sustainability issues.

The financial sector is also subject to various regulations and laws that are constantly
increasing, including those related to sustainability. For instance, in order to make clearer
standards for the financial sector’s ecological footprint, the EU has accelerated its work and
created new sustainability laws that apply to the whole banking sector (EU Sustainable
Finance Regulations, Swedbank, n.d.). Examples of these are the Paris Agreement, The EU
Green Deal and the SDGs and all of these initiatives place higher demands on banks,

requiring them to work with and prioritize sustainability issues even more.

In today's business landscape, consumers, investors, regulators, and other stakeholders
increasingly expect companies to demonstrate environmental responsibility. It is more a
matter of course than a self-selected value base. Failure to meet these expectations can harm a
company's reputation and competitive position. Firms have an increased responsibility in
their role to act as responsible citizens within economic, social, and environmental aspects
(Alhaddi, 2015). As social pressure on sustainability work increases, so does companies’s
understanding of how climate issues can affect more than the climate itself as it poses risks to
the company’s operations, supply chains and reputation. This means that, in addition to the
existing social pressures on sustainability, negative impacts due to climate change can lead to
significant undesirable financial effects for an organization like increased operational costs,
supply chain disruptions, reputation damage or potential litigation expenses. Companies need
to take action in order to maintain competitiveness, accountability and legitimacy in the
marketplace, which could lead to sustainable long-term success (Yang, 2023). In addition to

its own winning on working on sustainability, companies also function as building blocks in



our society and in the market. This means that they have a significant influence on whether
society will be driven towards a more sustainable one or not. Even if it is important that the
individual takes their responsibility for acting sustainable, the initiatives of companies
contribute even more. In the end they have greater possibilities of influence, which makes
their sustainability initiatives all the more important in the development towards a more

sustainable world (Sveriges Television AB, 2024).

The financial sector has a major impact and power of how well companies can meet this
increased pressure on sustainability priorities as they are the ones with the capital required for
these initiatives. Investing in sustainable development often requires a lot of resources from
companies and the stakes can quickly become high. Hence, banks are needed for the
monetary support necessary in order for the companies to be able to implement them. Banks
also play a significant role in funding activities that contribute to climate change, such as
fossil fuel extraction and deforestation. By directing investments towards sustainable and
circular initiatives, financial institutions can help minimize the effects of climate change and
support the transition to a more sustainable economy. The involvement of financial
institutions is also necessary to make the transition to sustainable business practices more
effective. Different sustainability initiatives will have different environmental impacts and the
question is where businesses that wish to go greener should start their sustainable journey and
what efforts are actually required to succeed in this. Decision makers in different
organizations need to take notice and work towards becoming more sustainable since the
stakeholders around them in general require them to do so. This includes the need for
financial institutions to actively contribute to more sustainable business practices considering
the various stakeholders involved. By demonstrating a commitment to sustainability, banks

can attract and retain clients who prioritize these values (Freeman et al., 2010).

Climate change is pressing global challenges that require global solutions, which demand for
collective actions from individuals, governments and companies. Collective initiatives are
needed to effectively mitigate the impacts of pressing global climate challenges and create a
more sustainable and favorable future for generations to come (United Nations, n.d.). As
mentioned, the financing sector is a foundational element for driving the sustainability
change because in the end, money rules. For this reason, it is critical that banks lead by

example in the market and take accountability for sustainability.



1.1.Problem Analysis

1.1.1 Introducing Handelsbanken

Handelsbanken is one of the leading banks in Sweden and one of the largest in the Nordic
region, it is one of the oldest banks in Sweden and the oldest listed company on the
Stockholm stock exchange market. The bank is present in the Swedish, Norwegian, British
and Dutch market, clients and especially company clients act similarly on these markets. It is
a decentralized organization with several offices, close to the client, which include local
decision-making and a client focused approach. Each advisor has their own responsibility and
opportunity to enlighten and guide the client towards the next position. This approach creates
benefits by strengthening client relations and building trust on a local level. Each office
operates as a separate profit center, allowing for tailored financial solutions and services to
meet the specific needs of local clients. The bank offers a wide range of services including
retail banking, corporate banking, investment banking, asset management, and insurance.
Handelsbanken maintains a conservative approach to lending and risk management, with
thorough credit assessments, strict lending criterias and maintaining capital reserves to
mitigate potential losses, which might be what has contributed to its stability even during

turbulent economic periods (Handelsbanken, n.d. - a)

Handelsbanken places a strong emphasis on sustainability and corporate social responsibility,
integrating environmental, social, and governance (ESG) principles into its business
practices. The bank has made commitments to reduce its environmental footprint and support
sustainable development initiatives. Handelsbanken's sustainability strategy includes both
practices within their own daily work at the office as well as their investments and discussing
with clients about their initiatives. These initiatives include for example, green loans, green

leasing and green obligations (Handelsbanken, n.d. - b)

The organization is also working with the SDGs and has chosen to focus more on six of
them; Gender Equality, Decent Work and Economic Growth, Industry Innovation and
Infrastructure, Sustainable Cities and Communities, Climate Action and Peace Justice and
Strong Institutions. The goal of Gender equality (goal five) is performed by engaging in
issues of equal rights between genders, for example when discussing pension saving and
salaries. The role of Handelsbanken when reaching for the goal of Decent work and

economic growth (goal eight) is their ability to discuss with their big company clients on



how they can work to help reach this goal. Industry, innovation and infrastructure (goal nine)
is achieved by ensuring long-term economic growth in the financial activities and
investments. For countries to maintain and develop Sustainable cities and communities (goal
eleven) and to constantly work with Climate action (goal thirteen), Handelsbanken has a
responsibility to ensure that their investments and lending fulfill this goal. By focusing on
Peace justice and strong institutions (goal sixteen) the bank tries to work against fraud,

corruption and bribery within the banking sector (Handelsbanken, n.d. - ¢).

1.1.2 The Responsibility

Handelsbanken is one of the main actors on the financial market, the oldest actor on the
Stockholm stock exchange market and has a well developed sustainability strategy with clear
practices and several initiatives (Respondent A). This gives them the position as one of the
leading banks in Sweden within several areas, including sustainability work. The other key
actor, apart from financial institutions, for the world to reach sustainable initiatives globally
are companies. They have the possibility to make a big impact in a more sustainable direction
and reduce their carbon footprint in a broader range than private clients (Sveriges Television
AB, 2024). Since banks lead and affect the investment of companies and companies play an
important role within sustainability it is natural that the following report will discuss the
relation between these two actors. By analyzing how a main actor, Handelsbanken, affects the
sustainability work for other main actors, their business clients, this report aims to see how

the market becomes more sustainable.

1.2 The Relevance of Theory

For this research three theories will be used, one modern book and two modern articles
(2020-2024). Together with the book the modern articles will be used as support to strengthen
the academic purpose and liability of the report by bringing insight to other perspectives.

1.2.1 European Cooperative Banks and Sustainability

This theory discusses that the achievement of the SDGs requires a collaborative effort
between public and market financial systems, with banks playing a crucial role by adopting
sustainable business models, providing green investments, and guiding SMEs towards
sustainability. The theory can be connected to Handelsbanken through the bank's efforts
towards sustainable finance and its role as a financial institution in contributing to sustainable

development both for themselves and their clients. Handelsbanken is one of the actors within



European banking and is one of those who tries to achieve the SDGs by several sustainability

initiatives, therefore the analysis of the theory will be applicable.

Handelsbanken, like other banks, recognizes the importance of financing sustainable
development which is what the theory discusses. The bank has policies and frameworks to
encourage sustainable investments and practices among its clients which is a responsibility
that the theory highlights. This responsibility is something Handelsbanken works with
actively in their financing decisions to make sure it aligns with their corporate sustainability
work. This work includes adjustment to regulatory changes related to sustainability which the
theory discusses both within the perspective of what challenges it may bring as well as the
opportunities. The main theme for this theory addresses issues related to sustainable finance
and the role of financial institutions in contributing to sustainable development, which can be

connected to Handelsbanken's operations and initiatives in this area.

1.2.2 How Do Cooperative Banks Consider Climate Risk and Climate Change

The ninth chapter discusses the impact of climate change on the banking sector and how
climate-related risks can affect financial institutions. Handelsbanken, like other banks, must
assess and manage various risks. As the world transitions to a low-carbon economy banks
may face challenges related to stranded assets and shifts in market dynamics. The author
mentions reputational risks associated with the demand for green loans and investments,
failure to address climate-related concerns could lead to reputational damage for the bank.
While the direct financial impact of climate change on banks may be limited, the text
emphasizes the importance of considering long-term perspectives. Handelsbanken, as a major
bank in Sweden, needs to adapt its policies and strategies to minimize long-term financial

risks associated with climate change.

1.2.3 The relationship between banks and company business models - Sustainability Context

This theory examines how financial institutions impact businesses' use of sustainable
business practices. It can therefore be used to analyze the relationship between
Handelsbanken and the company business models within the context of sustainability. It also
emphasizes the role of banks in promoting corporate sustainability and creating long-term
value, which is needed to be able to answer our research question regarding Handelsbanken’s
contribution to more sustainable business practices. The theory discusses how sustainable

business models can offer competitive advantages and improve financial performance, which



could be a possible explanation for why Handelsbanken’s clients choose to work more
sustainably. The study found that banks could impact companies with sustainable models
positively, a theoretical foundation that may be necessary to understand when answering the

research questions.

1.2.4 Sustainable Banking: A Literature Review and Bibliometric Analysis

Sustainable banking incorporates environmental, social, and governance (ESG) factors into
all activities to promote long-term growth, requiring banks to balance profitability with
sustainability while adapting to technological and economic changes (Sarath Chandran et al.,
2024). This theory of sustainable banking can be applied to Handelsbanken to understand its
approach towards the incorporation of environmental, social and governance (ESG)
considerations into its operations and towards its clients. It can also be used to understand
how the incorporation of ESG-factors into Handelsbanken’s financial services and
collaboration with partners could contribute to sustainable growth while ensuring financial
stability. It also highlights the transition towards sustainable banking practices as green
banking, involving prioritizing social responsibility and environmental sustainability in

banking operations, which are important definitions needed to answer the research question.

1.3 Purpose

This research aims to bring an academic understanding of how a financial institution,
Handelsbanken, by working with their sustainable initiatives and practices towards becoming
more sustainable can contribute to more sustainable business practices of their business

clients.

1.4 Research Question
How does Handelsbanken's sustainability initiatives contribute to their business clients
working more with their sustainable business practices?
e What are the challenges and the risks for Handelsbanken and their business clients
when working with sustainability?
® What are the incentives for Handelsbanken and their business clients to work with

these questions?



2.Theory

2.1 European Cooperative Banks and Sustainability

The SDGs set by the members of the United Nations to reach by 2030 focus on the economic,
social, and environmental departments. The goals are meant to help prioritize what needs to
be performed to fulfill a sustainable society. A sustainable society is fulfilled by protecting
the environment, ensuring decent living conditions for humans, and achieving less negative
impact when reaching economic development. The European countries, especially those
within the European Union, have adopted the SDGs and played a key role in this process. To
reach these goals, financing is crucial, including financing sustainable development. Today,
banks are developing greener business models and conducting greener work to a broader
extent. However, the main potential they keep is the possibility of making an impact with the

finance they provide to their clients (Bevilacqua 2022, s.167).

In the study, it was found that the more sustainable an integrated financial business model,
the better the performance of the SDGs. This performance is best achieved through a merged
collaboration between the public and market financial systems. Finance can have the
possibility of directing investments to sustainable companies to enhance the work of
sustainability. It is not only possible but also considered a responsibility for financial
institutions to take this into account since financing and sustainability both consider the
future. Despite that it is required and demanded for investments to be directed towards
sustainability, it is not done to the extent needed to achieve the SDGs, bigger measures need
to be addressed by all actors impacting the goals, including the banks (Bevilacqua 2022,
s.170).

The cooperative banks do act as an important player when providing sustainable investments.
One of the main areas cooperative banks cover is the adjustment to greener energy and more
efficient energy among real estate companies. The institutions work with green bonds,
provide financial education, and cover all three ESG (environmental, social, and governance)
perspectives. Cooperative banks have the possibility to create a framework and policies
regarding aspects of sustainability and imply these on their own organization as well as on
their members. Some of the institutions analyzed even have certain teams that solely work

with sustainability and constantly integrate the work into their strategy (Bevilacqua 2022,



s.177). Another financial tool used is the provision of green bonds that encourage
sustainability. These loans are based on more than just regular criteria, they are meant to act
as socially and environmentally responsible investments. The cooperative banks differentiate
by finding different financial solutions that are directed towards sustainability work and

providing these as financial help for SMEs (Bevilacqua 2022, s.179).

One of the parts of this is the sustainable finance strategy that creates value for both clients,
the SMEs, and the finance of the bank. It could be a tool that increases awareness of
sustainable growth together with the tools already maintained and the current as well as
future framework. The SMEs need step-by-step processes that guide them on how to work
with sustainability and measure their performance to keep track of improvement. It is not
only important for the SMEs clients but also a need for the cooperative banks to be a guide
and a role model that can help these businesses make the adjustments they want and need

towards becoming more sustainable (Bevilacqua 2022, s.181).

Corporate banks have undertaken initiatives through policies and frameworks that encourage
investments of renewable energy, energy efficient loans within real estate, and net zero targets
(Bevilacqua 2022, s.179). Improved environmental performance can be achieved through
financial investments, and this is where banks play a crucial role. SMEs clients only relying
on investments from banks need incentives to become motivated to work for greener loans,
transition to greener work, and improve efficiency. Banks have an important role and a
possibility to change the investments in real estate considering that these loans cover a major

part of the balance sheets (Bevilacqua 2022, s.183).

To create a change, the banks have the possibility of providing information and knowledge
about the importance of working with the SDGs to their clients. They can create awareness
among the loan takers and make them adapt to a greener business. The problem is that for
bigger firms, environmental work is more affordable than for SMEs. The risk for SMEs is
that the work conducted might not lead to improvement in the end; they risk facing
disadvantage when performing sustainability work, which also directly affects the bank. The
data needed to conduct the sustainability work exists among the bigger firms but is harder to
get a hold of for the SMEs, leading to difficulties in measuring the sustainability issues as
well as improving them. It is hard for SMEs to measure their carbon footprint. Since

regulatory changes occur at a high pace, especially regarding sustainability, it is challenging



for decentralized small banks, because of their markets and the projects and clients they
finance. Not being provided with the data needed to make sure the businesses are green
implies a risk for the bank in terms of how sure they are of how sustainable their clients are.
This increases the risk of becoming an actor in greenwashing by providing sustainability

reporting that might not be completely accurate with reality (Bevilacqua 2022, s.184).

The achievement of SDGs, Paris Agreement, and EU Green Deal is not possible solely
through initiatives from the banks; the whole European society and economy need to
transform. This is done by several actors, where banks play a big role. The banks that have
adapted the ESG criteria into their strategies are well suited for the upcoming sustainable
transformation. Those actors who are well prepared will also be able to catch the
opportunities given by the transition. Banks have the possibility of helping and guiding the
SMEs to adapt to the framework of sustainability. The sustainable approach of the banks can
be directly reflected and adapted by their clients (Bevilacqua 2022, s.190). Banks are
developing greener business models and conducting greener work to a broader extent today
and the main potential they keep to be one of the players achieving European and global
initiatives is the possibility to make an impact within the finance they provide to their clients

(Bevilacqua 2022, s.172)

2.2 How Do Cooperative Banks Consider Climate Risk and Climate Change

Different climate risks can give birth to risks regarding financial stability, including transition
risks connected to the financial consequences of climate change, for example, changes in
technology or regulation (Caselli 2022, s.195). In the process of becoming a low-carbon
economy, the financial risk of financial institutions includes the possibility of assets
becoming stranded and causing a direct negative effect on the bank's loan portfolios. The
biggest consequences of this are faced by those clients that do not keep business models that
align with EU initiatives such as the SDGs, the Paris Agreement, and the EU Green Deal. On
the other hand, the shift towards a green market increases the possibility of other markets,
including green bonds and markets without fossil fuels, and can decrease material market risk
for banks. Increased pressure and demand for green loan investments and obligations by
transition policies can be impacted by reputational risks. Borrowers achieve rising costs as a
result of, which could weaken their financial situation and lead to less ability to repay their
loans, which leads to higher credit risk for the banks and therefore higher rates (Caselli 2022,

s.200). It is important for banks to adjust and adapt the policies connected to climate change



to minimize the financial risk they are exposed to. The loss of carbon-extensive markets is
enormous, and the banking sector needs to spread its risks as evenly as possible to be

prepared for the future (Caselli 2022, 5.202).

Cooperative banks play a central role when climate issues are rising; they have the ability to
influence policymakers to make changes within sustainability areas through their financial
decisions. In the business model of cooperative banks, sustainability is an important part; the
goal is for the financial motives to align with social goals. The banks can direct investments
towards certain industries or reject those that are not suitable. They maintain the finance
needed to create a transition towards the SDGs. Climate change creates challenges but also
several opportunities, especially for cooperative banks. Cooperative banks have the
possibility to strengthen their position as leading financiers by supporting technology,

innovation, and other movements towards becoming more sustainable (Caselli 2022, s.203).

Lending based on soft information will give cooperative banks a comparative advantage over
larger banks. This process includes the bank collecting soft information about the borrower
and creating a relationship. This requires the local presence of the bank in the market and
good knowledge about their clients (Caselli 2022, s.204). Decentralized decision making
allows the local bank office, with most knowledge and information, to take their own
decisions (Caselli 2022, s.206). The relationship between lender and borrower is valuable and
increases the amount of funds available. When lending to bigger firms, which big banks tend
to do, the physical gap between the firm and the bank increases, but this is not as personal as
for smaller banks that are physically present on the market where the client acts. The
cooperative banks face less asymmetry with information when they assess the ability of their
clients to pay back debt. The ability of soft information to enhance the possibility of a more
precise credit check and, thereby, the ability to set prices to reasonable amounts (Caselli

2022, 5.204).

Sustainable risk should be incorporated into the overall financial risk that the cooperative
bank faces rather than just a risk of CSR work. Sustainable risk is one of the sources of
financial risk. To achieve the long-term goals set within Europe and to manage the financial
risk of the bank, it is necessary to face it from a long-term perspective. Sustainability should

be one of the matters discussed at the board level (Caselli 2022, s.210)

10



Financial institutions, just like other actors, have a large possibility of creating an effect by
reducing their direct carbon footprint. This could be done by several actions, for example,
making the offices more energy efficient and only using environmentally friendly transport
when employees travel with work. These initiatives do have an effect and minimize the direct
carbon footprint (Caselli 2022, s.211). The minimization of a bank's own carbon footprint is
positive for the environment, but it is not the only action necessary. The biggest effect and
possibility a bank has is the possibility of influencing their financing and investment. The
emissions released by business clients are concerning and bring financial risk that banks
should take into consideration since they could have consequences for financial solvency.
Because of this, the European cooperative banking sector has decarbonized its activities by

adjusting its lending and investment portfolios (Caselli 2022, s.213).

Banks keep a position of helping business clients towards an ecological transition through
their loans and financial offers. By doing a detailed credit portfolio analysis, banks can find
the aim of the clients, what they want to achieve, and how sustainable they are, and adjust
their financial tools after that analysis. How clients use the SDG goals has been proven to
show how their creditworthiness can increase or decrease, which is useful information for the

banks (Caselli 2022, 5.216).

The text discusses the progress and challenges faced by European cooperative banks in
addressing climate-related financial risks. While climate change is recognized as both a risk
and an opportunity, cooperative banks need to enhance their efforts to support the transition
to a low-carbon economy. However, disclosure of climate-related financial risks is still in its
early stages, and integrating these risks into existing frameworks remains incomplete due to
limited information and translation challenges (Caselli 2022, s.219). Managing climate
change requires collective efforts from banking supervisors and regulatory authorities to
facilitate cooperative banks' role in the low-carbon transition. Encouraging competition
among different bank types and reducing regulatory barriers for smaller institutions, like
many European cooperative banks, is crucial. Regulations will set the standard for all types of
financial institutions and be necessary for a collective change. It should be of the utmost
interest that smaller actors on the market integrate more sustainability into their business

models, and that is what regulations adjust (Caselli 2022, s.219).
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2.3 The relationship between banks and company business models -
sustainability context

Recent economic shifts, especially regarding the emphasis on “greening” and social
integration, stress the integration of environmental, social and governance factors into risk
assessment. The United Nations has advocated for the integration of these pillars of
sustainability in companies’ decision making processes since 1992, and banks are urged to
consider environmental risks, not only for ethical reasons but also due to reputational
concerns. The banking sector plays an important role in encouraging corporate sustainability

and the creation of sustainable long-term value (Zioto et al., 2020).

The idea of a business model has had different definitions throughout the years. Later in the
development of the business model definition, it involved social and environmental factors,
and today, business models are transforming into sustainable ones in order to enable
companies to meet their sustainability objectives. Sustainable business models combine the
company’s economic goals with their sustainability objectives in a manner that meets the
interests of all stakeholders at the same time. This is due to the fact that sustainable business
models include both environmental and social elements, which cover a large range of

stakeholder interests (Zioto et al., 2020).

Sustainable business models could be recognized as sources of competitive advantage and are
crucial for achieving sustainable performance. How fast and efficiently companies could
adapt to this modern idea of a business model could be crucial for creating long-term
competitiveness. By working together to create sustainable business models, producers and
providers could reduce the amount of raw material used and waste produced. This will, in
turn, lead to more sustainable operations. One hypothesis is that three requirements must be
fulfilled at the same time in the creation of a sustainable business model: the company must
take voluntary decisions for the environment or society, the initiative needs to have a
beneficial business impact, and the management must be convinced that its actions will result

in the accomplishment of sustainability goals (Zioto et al., 2020).
Financial institutions like banks play a critical role in developing sustainable business

models, and there is growing interest from the financial sector to find new ways to create

sustainable values. These new approaches could include environmentally friendly financial
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instruments like impact investment, socially conscious funds, green bonds, and
crowdsourcing. The interest in environmental, social, and governance (ESG) initiatives has
increased, which makes their part in credit risk evaluation greater. By investing this way,
companies could achieve better long-term returns, which indicates that ESG-initiatives can
improve financial performance. Banks have the power to impact business operations and
models, and as a result, attempts are being made to integrate sustainability into financing

options and credit risk assessments (Ziolo et al., 2020).

Statistical data based on the research of 60 business owners or directors of finance as
respondents was used to investigate the company’s interaction with banking entities.
Different variables, like the motive of the collaboration, sustainable business model
opportunities, benefits, features of the company, and needed changes before the cooperation

were investigated (Zioto et al., 2020).

The study shows that banks influence the business models of companies only if they have
adopted sustainable practices, and companies without such models are not affected by banks.
Some companies fall in between, not having sustainable models, but they still choose banks
to align with their ethics, enhancing credibility and positive perception. Financial institutions
impact companies across financial, human resources, and environmental/social management
domains, thereby reducing risks in these parts. Sustainable reporting helps identify and
manage risks, enhancing financial security, liquidity, and profitability, which are crucial for
banks' risk assessment and service valuation. Implementing environmental and social
activities reduces risks for both enterprises and banks, safeguarding assets and stability.
Companies with sustainable models and bank collaborations also mitigate risks to the

financial institution’s reputation, which is a significant concern for them (Zioto et al., 2020).

This theory describes how financial institutions affect the sustainable business practices of
companies. Findings revealed that banks influence companies with sustainable models,
particularly in areas like financial and risk management, human resources, and sustainability
initiatives. Affected companies perceive the bank's impact positively, noting reduced risks.
Companies without sustainable models showed no influence from banks. Yet, a subset of
these companies, although not directly impacted by financial institutions, cooperated with

ethical banks to enhance their reputation and credibility among stakeholders. This suggests
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that while some enterprises do not notice direct impacts from banks, they still prioritize

ethical banking for image-related reasons (Zioto et al., 2020).

2.4 Sustainable Banking: A Literature Review and Bibliometric Analysis

The new model called sustainable banking is a concept that incorporates environmental,
social, and governance (ESG) considerations into all aspects of a company’s activities and
decisions. The goal of the model is to advance sustainable growth by taking into account how
the company’s actions will affect society, the economy, and the environment over the long

run. (Sarath Chandran et al., 2024).

In the banking sector, sustainability is still in doubt because of new developments that are
being made daily in both technology and physical characteristics. In conclusion, it is crucial
that financial institutions use environmentally sustainable measures to promote sustainable

banking within the banking sector (Sarath Chandran et al., 2024).

Banks have a crucial role in the marketplace since they facilitate the movement of money,
foster financial stability and durability, and promote economic expansion and innovation. In
other words, and seen from a longer perspective, one can say that they enable financing for
those that require prosperity both now and in the future. The primary functions of a nation’s
financial system are to supply capital and maintain the economy’s stability. Banks are thereby
needed to change as the economy does, which creates questions about the optimal financial
organization in the future and which structures will be the most competitive ones in uncertain
times. Since the banking sector acts as a middleman in the financial system, it is essential for
raising capital for sustainable objectives. These can be met by incorporating ESG-factors,
providing greener financial services, and collaborating with different partners. To improve
human economic welfare, it requires sustainable growth. By using an integrated strategy that
strikes a balance between sustainability aspects and financial advancement, the financial

sector is needed to raise capital for sustainable objectives (Sarath Chandran et al., 2024).

Commercial banks face the challenge of balancing profitability with sustainability principles
while adhering to fierce competition, regulatory requirements, and government agendas.
External factors like the 2008 global financial crisis, political changes, and the COVID-19

pandemic have reshaped the banking sector, with digitalization driving sustainable
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transformation. Technology has completely transformed banking, allowing for innovative
services and enhancing the bank’s efficiency. In order to improve a company’s reputation,
sustainable banking prioritizes corporate social responsibility (CSR) while managing credit
and finance to take economic, social, and environmental concerns into consideration. Ethical
banking focuses on investing in socially conscious ventures and maintaining transparency.
Banks that follow ethical guidelines are usually seen as responsible companies, which

enhance the bank’s reputation and competitiveness (Sarath Chandran et al., 2024).

As a particular subset of sustainable banking, "green banking" emphasizes social
responsibility and environmental sustainability, just like ethical banking prioritizes
environmental preservation and high-quality banking services. These concepts underline the
increasing importance of integrating sustainability into banking and, by doing so, offering
innovative financial solutions to environmental and social challenges (Sarath Chandran et al.,

2024).

It was discovered that certain studies had a particular focus on how clients felt about the idea
of “green banking," which can support sustainable growth and have an impact on the
environment. The implementation of environmentally friendly measures to reduce the risks
connected with environmental change is actively being promoted by the global banking
sector. In addition, banks have shifted their financial resources to assist robustness and
restoration in climate-sensitive businesses and industries that are particularly exposed to the

effects of climate change (Sarath Chandran et al., 2024).
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3. Methodology

3.1 Choice of Research Method

To fulfill the review’s purpose and to enable an answer to the research question to be
obtained, we have worked with a multifaceted approach by both collecting secondary data
from previous research within the subject and also gathering our own primary data through
interviews. The survey method is a qualitative one as we wanted to hear what the
organization and its employees have to say about the subject. Generally speaking, this
method is interpretative, investigative and constructive and with its focus on words rather
than numbers, it felt like an appropriate approach for us to use. Since the subject we describe
is based on processes and strategies rather than, for instance, statistical measures, we decided
that a qualitative study is most suitable for us to do. A qualitative study also places a strong
emphasis on naturalism, which is the process of understanding society on its own terms
offered by individuals and their interactions in naturally occurring environments, without the

researcher trying to manipulate them in order to collect data (Bell et al., 2019, s.356).

With this in mind, we constructed a semi-structured interview in order to enable the
respondent to have its own perspectives and tell us information that they consider important
for us to receive for the research. It is an approach that allows flexibility, which we consider

important since it provides a more reliable understanding of the correspondent’s view.

3.2 Overview of Execution and Development of Research Questions

The primary procedures in our qualitative study consist of: Choosing research questions,
identifying appropriate theories and literature, data collection through interviews, objective
interpretation of the data, connecting findings with literature and finally compiling our

findings and conclusions.

First thing first, we started by discussing which problem we wanted to analyze and make
research within. The research question should be within business economics and connected to
sustainability, which relatively quickly led us to targeting financial institutions. We chose to
continue on that track as it interested us to understand what role banks have in society’s
sustainability work since it could be recognized, even without prior knowledge, that financial

institutions as money financiers should play a crucial role in society’s quest for sustainability
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as they are the ones making the financial contributions. Next, using the topic we had selected
as a guideline, we created a major research question to be answered and a few related
research questions to support it. These sub-questions served as a tool for us to be able to
answer the larger research question but also as a help to understand which questions we

needed answers to in our data collection in order to reach a conclusion.

3.3 Gathering of Theoretical Material

The next step in our process of conducting this analysis continued with a comprehensive
review of relevant literature to gain insight into existing research. This simplified the
understanding of key concepts and identified potential gaps in our knowledge needed to
conduct interviews of high quality. We focused a lot on trying to find more modern articles
(2020-2024) and literature in order to have as updated previous research as possible as the
basis for our research. In order to find literature that felt relevant for our study, we read
through many academic texts that were filtered based on concepts that included both

“financial institutions” and “sustainability”.

The literature review resulted in us choosing a theory from a book and two minor theories
that were modern articles (2020-2024), due to their relevance in strengthening and being
helpful for our study. Once we had chosen our theories, the compilation of these began.
During this work we were careful not to draw our own conclusions from what we read or
changed the meaning of the sentences as it is of great importance to the reliability of the

study that the theory is not manipulated or changed (Bell et al., 2019, s.37).

In our theory section, we have one theory that is mainly focused on cooperative banks.
However, we have made the consideration that it should work equally well to use in the
connection to regular banks as it describes generally processes in the banking sector. We also
made this assessment as Handelsbanken is a share-owned company which can be compared
to a type of cooperative ownership, as there are several owners of the company through
shareholdings. Cooperative banks also include sustainability in their business models, which
Handelsbanken does as well. This proves the relevance that the theory should be able to be
applied to a non-cooperative bank likewise. Handelsbanken also has similarities with
cooperative banks in that they are decentralized, focused locally and have good local

knowledge.
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The operationalization process of the theory consisted in particular of identifying and
defining key concepts which we then collected in a list of concepts. Since we used a
qualitative method, this is a common way of doing the operationalization to make the
research more systematic and support a clearer connection between theory and empirical
work. It also facilitates comparisons with other studies and enables researchers to draw
conclusions and generalize results in a more structured way, creating a framework for
conducting further research in the subject (Patel & Davidson, 2003, s.72). When the
operationalization process was finished, we had our theories ready as a basis for the

continued work with the analysis.

3.4 Data Collection

Our work continued with developing interview questions to serve as a foundation for our
semi-structured interview (see Appendix 1 - Interview Questions). Six personal interviews
were held with staff from Handelsbanken, most working at different offices, cities and on
different levels and positions in the organization. As previously mentioned, we chose a
semi-structured interview form to enable the respondents themselves to steer the direction of
the interview to some extent. In order for the interviews to be as rewarding as possible, we
chose to produce many questions to ensure that we would be able to ask questions throughout
the entire interview if the respondent did not come up with own initiatives for further
discussions. The questions were designed both for the larger picture of Handelsbanken’s
sustainability work, but also from a narrower perspective of what it looks like, for instance, at
the local office level. We designed the interview questions this way to get as good an overall
picture as possible of Handelsbanken and to understand to what degree their sustainability
work permeates the entire organization. We also chose to hold interviews with employees
from different offices, departments and positions in order to get as broad, authentic and clear

a picture of Handelsbanken as possible.

The interviews have mainly been conducted in person at the offices, but some few have been
done digitally due to our location in different cities. We decided not to conduct a pilot
interview as we considered that we had enough interviews to be able to use our first real
interview to note improvement opportunities for upcoming interviews. All respondents were

anonymous due to partly wishes of some respondents but also based on ethical aspects so that
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the respondent would feel comfortable during the interview. We also felt that anonymity
could promote further honesty and truthfulness in the answers as employees may risk being
biased or not dare to tell the whole truth if it is possible to connect the answers with them
personally. During the interviews we tried to be as objective as we could regarding our own
attitudes, expectations, and stated preferences in order to reduce the risk of bias. To achieve
trustworthy data and conclusions of the review, being objective was a necessary step to
follow in our data-collecting method. These values, including transparency, have also been
carefully considered by us during the entire research in an effort to establish the best possible

conditions for producing the most trustworthy study conceivable.

We have had a good understanding of the bank secrecy that concerns financial institutions,
which made it hard for us to reach out to Handelsbanken’s business clients. This meant that
we had to limit ourselves to only interviewing Handelsbanken and not its clients, which
would have been interesting in order to get a double perspective on the issue. We are
therefore aware that we can not be completely objective as we have only received
respondents from one point of view, which is why we would like to make this distinction
clear. This demarcation was also required from a time perspective, taking into account the
time limitations. Since we wanted to get a deep insight into Handelsbanken’s sustainability
work, we needed to focus this work on only their own work and not including their clients”
efforts. However, it would be an interesting area for further research within the subject to

investigate further.

After all the interviews were done, we started to carry out our results obtained where we
compiled the answers received in our interviews. We chose to structure the answers based on
our sub-questions, rather than based on respondents, so that it would be as clear and
structured as possible for the reader to follow. In this part of the work, we were extra careful
not to include any own values or opinions, as this part only should cover our respondents’
answers - needing us to be transparent when conducting the results. Due to the demand of
anonymity, we chose to name the different respondents to respondent “A”, “B”, “C” etc,

when referring to them in the results.

When the results section was ready and we had enough data to strengthen our research, the
potentially most important part of the research began where we connected our theories with

the empirical findings conducted in the results. Here we read through the theory, paragraph

19



by paragraph, to verbally discuss connections to our results before we also compiled our
findings in writing. The work with analyzing and discussing was done consistently with our
research question with respective sub-questions in mind. When all theory was linked to

compiled results, it led us to a conclusion - where we could answer the purpose of the review.

3.5 Generalization Process

It is crucial to realize that, even in the event that we are able to provide an answer to our
research question, our conclusion could be different if the study were conducted again. This
is due to the fact that the answer might have been different if we interviewed other people at
Handelsbanken who see the organization differently or if we had, for example, received the
business clients’ perspective where they consider something completely different from what
Handelsbanken does. However, we do not think this is the case as we consider our study to
have high validity and reliability. When these concepts are discussed within qualitative

studies, they are about credibility and transparency.

Since we have had semi-structured and anonymous interviews where we had contact with
different people, with different roles, in different offices, we believe that the study would
have the same results if it were carried out again even with new respondents. We also believe
that we have clarified the weaknesses that exist with the study, for instance that the
companies' perspective is not included in the analysis, which means that we are aware of this
when we have reached our conclusion. This report aims to answer the research questions
through the perspective of Handelsbanken and therefore it is considered relevant that this
perspective is used. It also provides an opportunity for further research with our study as a

good basis to use if there is interest in further research in the subject.
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4. Result

4.1 Research Question 1

How does Handelsbanken's sustainability initiatives contribute to their business clients

working more with their sustainable business practices?

4.1.1 Sustainability within the Banking Sector

Primarily sustainability within the banking sector concerns sustainable financing.
Sustainability-linked loans are the target picture in order to reduce carbon dioxide emissions
and if the client secures this loan they get a discount or markup. It implies a promise to meet
certain criterias and requirements set for the sustainability-linked loans (Respondent A). The
financing sector is an important area if a change is to be made; money rules and banks have
the opportunity to influence through the area of financing. The financial system has an
important impact on society to become climate neutral by 2040, which means that those who
provide monetary assets need to be involved (Respondent B). The bank has a crucial role in
all parts of sustainability, such as financing, investing, purchasing and sustainability in

everyday life. The banks needs to lead as a role-model in the market (Respondent C).

Sustainability within banking includes sustainable financing, ESG, and the things
Handelsbanken can influence through their operations (Respondent D). Sustainable
investments means that Handelsbanken should not invest in something that is not sustainable.
It is also about sustainable financing options, which includes loans to companies and enabling
the client to borrow and save sustainably. Society is based on capitalism where money rules,
if there are not any incentives financially to be more sustainable, there will not be any

improvements (Respondent E).

4.1.2 Handelsbanken’s Sustainability Initiatives

Handelsbanken’s philosophy has always included working long-term with their relationships,
which is a part of sustainability. The definition of sustainability is a core value of
Handelsbanken and it has been within their business model since the beginning (Respondent
C). All business departments within Handelsbanken must work towards the SDGs
(Respondent B). It is a big part of the organization and to ensure this sustainability work they
do a materiality analysis, both single and double, to assess the significance and relevance of

ESG issues to Handelsbankens operations. Handelsbanken works a lot with materiality,
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supporting and encouraging their clients to do this work as well (Respondent A). One aspect
that strengthens Handelsbanken's sustainability efforts is its decentralized organization, which

provides local anchoring (Respondent F).

Handelsbanken ranks among the top one hundred most sustainable companies in the world
and is the only of the largest banks in Sweden to have a "Chief Sustainability and Climate
Officer" represented in the board. The goal of Handelsbanken's sustainability work is to
achieve a stable financial position over time by minimizing its own negative climate
footprint. Companies seeking to become clients of the bank undergo a comprehensive
investigation to ensure they meet Handelsbanken's requirements. To ensure that
Handelsbanken fully adheres to its values, the work is monitored in all companies along the

entire chain where Handelsbanken is involved or is an owner (Respondent F).

Minimizing risks is a step towards achieving financial sustainability, and it is a long-term
strategy. Companies with low risks, strong cash flows, and secure industries are the ones
granted client status in the bank to strengthen financial sustainability. It is secure for both the
client and the bank when the client can repay in the long term. The philosophy revolves
around not lending out as much money as possible but rather lending out money with as little
risk as possible. Fund managers do not invest for maximum returns, instead investments are
selected carefully considered based on various criteria, including social, economic, and

environmental sustainability (Respondent F).

Handelsbanken is a traditional bank who does not expose themselves to unnecessary risk and
carefully considers the capability to track the entire cash flow (Respondent E). It is important
that the companies the bank invests in have their corporate governance core according to
ESG. The investors (fund managers) try to visit the companies they have an interest in and
influence them to make as big of a difference as possible regarding sustainability
(Respondent F). The investment strategy of Handelsbanken is done by screening, which
means rejecting certain investments, for example within the weapon industry and the fossil
fuel sector (Respondent B). All large banks have great responsibility in terms of making a

change within sustainability (Respondent E).

Regarding ecological sustainability, the bank needs to minimize both direct and indirect

environmental impacts, and the most significant changes are made by influencing others'
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actions since business clients account for the largest share of emissions. One of the initiatives
Handelsbanken has undertaken is to, together with partners, identify the consequences of
SMEs' work. Through "Hallbarhetskollen", a third-party collaboration with “GoClimate”,
clients can upload their accounting documents and determine their carbon dioxide footprint.
The bank can then assist with advice and suggestions of solutions to achieve improvement
and reduce these numbers. “Hallbarhetskollen” is designed to make sustainability work more

visible with numbers and thus identify possible sustainability improvements (Respondent F).

One of the goals Handelsbanken strives to reach within the investment department is that they
should have zero greenhouse gas emissions by 2040 and be climate neutral until 2030
(Respondent B). The question of strategy is what the bank can do to reduce their climate
changing emissions (Respondent F). To achieve this, the bank needs to help their business
clients to minimize their carbon footprint. Business clients keep around 80% of the bank’s
footprint, by helping them improve their footprint it will also lead to a reduced environmental

impact of Handelsbanken (Respondent B).

Business clients that make a green transition within energy efficiency can receive green loans
with discounted interest (Respondent D). Green loans is one of the initiatives of
Handelsbanken which allows for business clients to borrow money for a green cause. The
green cause is often bound to a certain investment and the money borrowed needs to be used
for something beneficial or less harmful for the planet. Green loans are easy to measure since
it is possible to see the purpose straight away and how it could make a clearly visible effect.
Other services offered are green leasing of cars, which is a business practice where clients
rent environmentally friendly vehicles to reduce their environmental impact and by doing so

receive a discounted loan to promote a more sustainable transport solution (Respondent A).

An important sector within sustainability improvements is the real estate sector. This sector is
a big part of Handelsbanken’s business clients and they need to help these clients who
maintain real estates both as a private actor as well as a business to adjust the buildings after
new regulations that will be set by the European Union by 2030. To inform clients about
these important changes, an information campaign will be released by Handelsbanken for
businesses within the real estate sector. By helping these clients adjust and improve their
buildings they will maintain the sustainability standard needed in a long-term perspective.

(Respondent B). This also minimizes the risk for Handelsbanken as they, as financiers, will
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not be able to finance real estate companies that have properties that do not live up to the
standards and requirements in the long term (Respondent D). Handelsbanken needs to have
an understanding that the work with sustainability is done in the long-term perspective and
not be too hard on the client's short-term work to keep the relationship intact (Respondent A).
Today, Handelsbanken does not have the systems that support a precise follow-up and it is
difficult to measure what each sustainability initiative actually accomplished. However, the
development potential for this is good. Handelsbanken primarily works with environmental

sustainability as a requirement for companies (Respondent D).

4.1.3 Business Clients’ Sustainability Initiatives

There is still low awareness about sustainability among Handelsbanken’s business clients and
those who are aware are confused on what they should do and how to do it. Hence, there is
still a need for efforts in informing the clients. The real estate sector has higher awareness
than other sectors due to the energy prices that, not long ago, noticeably increased. There is a
growing interest, where the non-interested clients are a minority, and companies are forced to

work more with sustainability through regulations (Respondent B).

A few years ago, companies were ready to sacrifice some interest cost in order to be more
sustainable, but now the interest rate is so high that companies might not be as willing to do
this to the same extent due to the higher costs. The macro effects are affecting the companies,
which means that they need to pay a premium to be sustainable which is harder when
everything is more expensive (Respondent E). In some cases it is the client who comes to
Handelsbanken and asks for sustainable solutions, which is due to an awareness rather than
what the bank suggests. Companies realize that if they are not sustainable, they will have a
harder time surviving in the long run since they will be less attractive on the market
(Respondent F). If the business clients of Handelsbanken become more sustainable it will
benefit the bank as well since their green obligations will become legitimate and it will

ensure their other clients of how sustainable Handelsbanken is even further (Respondent A).

4.1.4 Market Response

The largest companies must follow regulations and report on CSR on both a Swedish and
EU-level. There is a willingness to report this since companies want to show and market
themselves as sustainable and it is a key for them to achieve long-term success. It is more

difficult for the SMEs since they do not have the time or finances and they work with a
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shorter time perspective. It is thereby harder for Handelsbanken to set demands and certain
rules for SMEs. The response connected to sustainability work from clients is usually linked
to financial aspects. Most initiatives often have an anchoring that the company sees that there
is a financial gain to earn in the long-term (Respondent A). The clients are interested and
grateful when sustainability initiatives are proposed. Regarding if the clients could imagine
sacrificing financial parts to achieve sustainability, it depends a lot from sector to sector
(Respondent B). It could also depend on the personal interest of the people in the board,
where personal attitude is reflected more in SMEs. Money is usually the factor that creates
incentives for SMEs. Still, there is an awareness that it will be costly in the short-term but

beneficial in the long-term (Respondent C).

For bigger companies, sustainability initiatives are demanded from regulations which means
that they do this automatically (Respondent C). Companies want to be more sustainable and
initiatives like CSRD and Paris Agreement affects larger companies and also their
subcontractors to become more aware. This demonstrates that it permeates their entire value
chain and means that the sustainability work of larger companies demands their suppliers to
follow (Respondent D). Larger companies also know that they do not have the option to work
with sustainability and Handelsbanken usually becomes a great shareholder through its funds
which makes their ability to influence greater (Respondent F). Along with increased

demands, there also appear more tools and solutions (Respondent E).

There is a changed way of looking at the profitability of sustainability initiatives and it has
changed compared to ten years ago. The previous approach meant that it should be cheaper if
it were green, now the current strategy emphasizes that if companies do not work more to be
green, access to money will not be as evident in the future. In the long-term, banks will not be
able to lend money to non-sustainable investments, which may motivate corporate clients to

become more sustainable (Respondent D).
4.2 Research Question 2

What are the challenges and the risks for Handelsbanken and their business clients when
working with sustainability?
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4.2.1 Challenges with Sustainability

To reach a change towards a better environment it is necessary to broaden the work and focus
on all actors. Many of the products and services offered by Handelsbanken are directed
towards the bigger corporations and it is more difficult to reach and help the SMEs. By
including the SMEs the bigger of a change could be made in a broader perspective. Many of
the smaller actors have the awareness but might lack education and tools on how to act and

within this aspect the bank could be helpful (Respondent A).

There is a desire from the SMEs to get guidance on what the sector they act in considers
green and environmentally friendly. Some fear of being accused of greenwashing and
therefore choose not to work with the question since they do not know how to start and what
to do. A standardization of different sectors to determine what is green and how to reach it
would open the possibility for an increased number of SMEs to work with sustainability. This
includes finding a way to measure the adjustment and change for these corporations. It is
necessary with standardization of what needs to be done, what sustainability concludes in

practical aspects and how it could be measured (Respondent D).

One of the risks that Handelsbanken is facing includes greenwashing. Business clients might
refine their work to make it seem better within the sustainability area and the reasons for this
could be because of them wanting to be accepted for a green loan. Another reason could be
when businesses want to receive Handelsbanken as a possible investor. The business wants
the investment from Handelsbanken and thereby tries to refine their work in order to appear
better than they might actually be. Thus, Handelsbanken has a big responsibility to conduct a
well due diligence when determining which company to invest in to reduce the risk of

greenwashing (Respondent A).

4.2.2 Difterences between SMEs and Large Companies

It is important to understand that most companies purpose is to create growth and
profitability. Larger companies have a better understanding that their business model will not
be able to create these values if they do not work with sustainability. This makes it easier for
them to understand the profitability of sustainability initiatives (Respondent A). The bigger
the company, the more attention is given. The larger the company also means the greater the
impact, along with greater opportunities to work with sustainability issues than SMEs have

due to resource constraints such as time and money (Respondent B).
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It is more difficult to follow up SMEs work and there are currently no legal requirements
regarding sustainability. Therefore, it is difficult for a bank to lend green for anything other
than assets.. Hence, it will be more difficult for the SMEs to receive green loans. It is also
more challenging to reach out with the sustainability tools to these companies since it could
be hard for them to understand why they should do it when they have less money and
resources. When Handelsbanken is showing that other companies within the sector are
making sustainability initiatives it contributes to speeding up the process and larger

companies could work as a guideline and role model for the SMEs (Respondent D).

4.2.3 Competition in the Market

The offers issued towards business clients by the larger banks are similar. However,
Handelsbanken considers themselves to be positioned more clearly with a wide range of
offers of sustainable products and services, compared to other banks. It is still difficult to tell
if Handelsbanken is in the forefront since all banks need to consider the important issue of
sustainability and everyone works with it in one way or another (Respondent B). The
competition may not lie in the work with sustainability since every actor is aware of the
subject, it is more about the communication of their work. Handelsbanken needs to
communicate their sustainability work better and more clearly. Since none of the banks is the
best in communicating their sustainability work it is hard to tell which one is the leader. The
bank that will win the competition of communication will probably be considered the leading

bank within sustainability as well (Respondent C).

Handelsbanken has been working towards its sustainability goals for a long time, is ahead of
schedule compared to its competitors, and takes significant initiatives, particularly given the
substantial focus on sustainability - not least since the Chief Sustainability and Climate
Officer sits on the executive board (Respondent F). The bank is clear in their statements of
how it positions as a sustainable bank and how the products and services offered are broad for
those business clients who want to achieve sustainability. When considering investments and
funds, Handelsbanken is in the forefront compared to the competitors in the screening process
and rejects almost everything that could be considered negative sectors which other banks do

not to the same extent (Respondent A).
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4.3 Research Question 3

What are the incentives for Handelsbanken and their business clients to work with these

questions?

4.3.1 Drivers and Barriers

Everyone is becoming more aware about sustainability; there are demands on all types of
organizations and individuals. Companies need to be transparent with their entire chain from
start to finish (Respondent E). The pressure to work on sustainability comes both from the
bank towards its business clients and from business clients demanding it from the bank
(Respondent B). There are both drivers and barriers for companies to engage in sustainability
efforts. Generally, there is willingness and awareness among Swedish companies because it is
necessary to remain competitive in the market (Respondent A). There are sustainability
initiatives considered mandatory in different industries, and the distinction between barriers
and drivers can vary within different sectors (Respondent B). The major barriers to work on
sustainability are the time required by companies. It is an effort involving reporting and
complying with legal regulations, and the resources needed to further work on sustainability
may not be available. It is difficult for Handelsbanken to influence their business clients with
sustainability efforts if time is the primary requirement. Handelsbanken can establish
frameworks, provide input, and offer financial assistance, but the time still needs to be
allocated within the concerned business client, and they must carry out and implement the

work by themselves (Respondent A).

There are also barriers related to profitability, which often pose an even greater obstacle for
those pioneering in the market with something new (Respondent A). It can be profitable to
work on sustainability, for example when receiving reduced interest rates for green loans.
However, the fear of committing mistakes leads to companies becoming passive, and it is
difficult for them to know where and how to start. Banks can advise and provide guidance
regarding sustainability transition, but it is challenging given that regulations are constantly
being updated. Thus, it is easy to invest a lot of time, energy, and money in things that do not

yield much impact (Respondent D).

Another aspect that business clients consider is the cost of working on sustainability, which
can be both a driver and a barrier. The driver is the opportunity for reduced costs while also

contributing to a better world, while the barrier is also the cost, as sustainability efforts can be

28



expensive (Respondent B). Currently, it is the large companies that have the opportunities and
resources, and thus, they are the ones continuing to increase their market shares (Respondent
E). The possibility regarding sustainability going forward is that it should be equally
profitable, with the same cost structure, as this would involve more stakeholders than those
currently engaged in the effort. Achieving cost neutrality is crucial (Respondent B). The core
of business is about companies driving profitability and long-term gains; money is the driving
force, and there must be financial incentives to work on sustainability for it to happen. A lack
of cash flow means that no investments can be made, whether they are deemed green or not
(Respondent C). Financial incentives are usually the biggest driver and if there are no
financial incentives, regulation is needed to make sure companies improve and adapt the

work with sustainability (Respondent E).

4.3.2 Handelsbankens Limitations and Possibilities of Improvement

Reaching out to clients using the sustainability tools is quite simple, however it does depend
on who the advisors are speaking with at the company and their interests. It is up to the
advisor to tell their clients about the tools available, which can be a risk as it requires the
advisor or the client to have an interest in sustainability initiatives. Every client meeting is
client-focused; the needs of the client come first, and the adviser is free to suggest additional

services as they believe are needed (Respondent C).

However, the sustainability initiatives available are raised regardless of whether the client
brings it up or not. It is a business opportunity for the bank and a way to find new revenue
potential (Respondent D). The advisors are also often reminded to raise the sustainability
issue and there is a great willingness and awareness among the employees to work with this.
The commitment to the sustainability issue is greater than ever and the advisors want to
influence their clients to become more environmentally conscious (Respondent F).
Handelsbanken do not work with bonus-systems, only through the business model of the
company; meaning that the willingness to influence on sustainability is based on personal

incitements rather than monetary ones (Respondent B).

Handelsbanken has a controlled path forward in terms of its impact on society's sustainability.
Going forward, the bank should encourage clients to be more sustainable since it leads to the
bank automatically becoming more sustainable as well. Most of the change is not possible at

a decentralized local level; it is the investment in funds and asset management that holds the
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greatest potential located centrally. Within this area Handelsbanken could get better at
affecting more, indirectly that is what the bank does with the screening process, but there lay
potential in influencing even more through the companies” boards. However, this work

requires more time and energy than the screening process does (Respondent A).

There is potential for development, a significant task the bank has is to inform clients about
what they can do to become more sustainable as not everyone is aware of it. The major
challenge lies in reaching as many clients as possible; how to do that and how to do it
effectively without being too pushy is a crucial question. It is a challenge to promote the
services that the bank itself deems beneficial and to combine that with being accessible to the
client. Handelsbanken could add to their offer of sustainability services, but on the financing

side, the bank has most of what it needs right now.

In terms of sustainable products, there is also a wide range available for clients already, but
third-party collaboration is where Handelsbanken will need to focus more since it is an area
expected to grow in the future. Information and communication is vital, and clients should be
aware that the bank is available and also understand why they should be motivated to work

on sustainability regardless of where they are in the business cycle (Respondent B).

Handelsbanken performs well in sustainability but fails to demonstrate it. The bank engages
in significant efforts and consistently ranks high on measured lists, yet it does not
communicate this enough externally or internally. Both internal communication and external
communication and marketing are lacking. This may be due to the broad and complex nature
of sustainability, leading to communication challenges (Respondent E). Handelsbanken needs
to provide even more information about its efforts, preferably through new innovative
methods utilizing new technology (Respondent D). Handelsbanken will need better technical
system support to effectively monitor sustainability efforts. Each major bank utilizes different
systems and programmes, when sustainability becomes an additional factor, the bank must
ensure that sustainability metrics are integrated with existing systems. The challenge is to

successfully integrate everything (Respondent E).
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5. Analysis

The findings of the interviews, where the respondents' responses were very similar and

consistent to each other, will be analyzed in the section that follows.

5.1 Research Question 1

How does Handelsbanken s sustainability initiatives contribute to their business clients
working more with their sustainable business practices?

5.1.1 Sustainability within the Banking Sector

The European countries that have adopted the SDGs need financial institutes to be able to
make a greener change when it comes to funding of businesses (Bevilacqua 2022, s.167).
Since money is the ruler in today's society, the banks have a crucial role in creating a more
sustainable future when it comes to promoting sustainable business and how to finance it in a
greener way (Respondent B). The sustainability-linked loans offered by Handelsbanken is a
tool that we believe is a step in the right direction in the transition for Handelsbanken and its
business clients to reduce their climate dioxide footprint. Since a big part of Handelsbanken’s
clients are within the real estate sector, this initiative can affect many clients and thus create a
greater effect. This is a win-win situation both for Handelsbanken who reduces their indirect
emission this way, the client who gets a discount on their loan, and for the climate itself due

to lower emissions.

However, a challenge with this can be that many real estate owners do not have properties
that fulfill the requirements to be able to take a green loan. This can lead to the sustainability
tools offered by Handelsbanken not coming to their full potential if they can not be utilized
by many clients. On the other hand, we think that it is important that these requirements exist
so that no shortcuts to sustainability can be taken. Hopefully it acts as an incentive instead for
those who have not yet updated their properties to do so in order to get a financial gain in the

longer term.

Handelsbanken has an important role in helping SMEs to adapt their business models to more
sustainable ones since it is harder for them to make a sustainable transition since there does
not yet exist regulations on them in the same manner as on large companies (Bevilacqua
2022, s.190). We consider this to be one of the upcoming challenges for Handelsbanken and
their SME clients as they make up a large part of the client base, and in order to have the
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greatest possible environmental effect it is necessary that everyone is involved in the green
transition. Since financial incentives are the most driving ones for SMEs to make change
(Respondent E), it is necessary that Handelsbanken can supply solutions that both benefit the
client financially while contributing to more sustainable business. We do not consider this to
be as challenging for the larger business clients as these are already driven by social pressure

or regulations, which means that they make the green transition more automatically.

Banks also possess the power to influence legislators through financial decisions (Caselli
2022, s.203), and we believe that Handelsbanken, as one of the major banks in Sweden, has
good opportunities to act as a role model in the market. They are already aligning their
financial goals with their sustainable ones and the next step is to get all of their business

clients to both borrow, save and invest sustainably.

In order for society to become climate neutral by 2040, Handelsbanken must continue to
promote sustainable business models to enable financing in the longer term for its clients,
both now and in the future. Financial institutions are needed to change as the economy does
(Sarath Chandran et al., 2024), which means that sustainable financing options need to be
promoted. We believe that Handelsbanken has good opportunities to continue to develop and
influence its clients to take more sustainability initiatives and incorporate sustainability more

into the concerned organization’s everyday work.

5.1.2 Handelsbanken’s Sustainability Initiatives

It has been found that the more sustainable the financial business model is, the better will the
performance of SDGs be (Bevilacqua 2022, s.170). Sustainability has been a core-value in
the business model since the beginning (Respondent C). To achieve the optimal performance
within sustainability a collaboration between the clients and the bank is needed. It is both
considered a possibility and a responsibility that Handelsbanken among other banks act
sustainably (Bevilacqua 2022, s.170). Handelsbanken should minimize their own carbon
footprint as well as helping their business clients reduce theirs (Caselli 2022, s.211). It could
include both reducing their own energy use as well as making clients invest in energy
reducing measures (Respondent B). Handelsbanken can make their business clients work
more sustainable by showing how they perform their sustainability work. One example of
Handelsbanken leading the way for others is by encouraging them to work with materiality to

the same extent as they do (Respondent A).
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The theory and the respondents agree that one important sector to help with sustainability is
the real estate sector. It is important to help real estate owners adjust to new regulations and
make sure that the buildings keep the classifications needed to be in use for a long-term
perspective (Respondent B). Handelsbanken keeps the possibility of helping their business
clients with a developed framework so they can integrate sustainability work into their
strategy (Bevilacqua 2022, s.177). It helps the clients as well as it minimizes risks for
Handelsbanken since they do not risk financing properties that might not live up to long term
standards by EU (Respondent D). These properties could become stranded assets and also a
financial risk if not adjusted before regulations and other initiatives by the EU are
implemented (Caselli 2022, s.200). Considering the work Handelsbanken performs within
sustainability in the real estate sector by offering green loans for example, we do believe that

they contribute to their business clients working more with sustainability.

Since the business clients account for the largest share of Handelsbanken’s emissions it is
important to influence their sustainability work (Respondent F). The bank could be seen as an
educator and prove the importance of working with the SDGs. However, the issue is for the
SMEs since it is harder for them to know what to do and how to do it. They risk performing
work that might not lead to improvement since it is hard to collect the data needed to see their
effect on the environment (Bevilacqua 2022, s.184). Handelsbanken has established
“Hallbarhetskollen” that solves this issue for the SMEs by simplifying how to improve the
sustainability work (Respondent F). This tool made by Handelsbanken through a third-party
collaboration helps SMEs work with their sustainable business practices more. This initiative
could contribute to their smaller business clients working more with their sustainable

business practices.

A comparative advantage Handelsbanken receives by their client strategy is the local
knowledge they have by being a decentralized organization. Since Handelsbanken is
available physically close to the client, they face less asymmetry which is important to
minimize the financial risk. This way of working improves the liability (Caselli 2022, 5.204).
This goes hand in hand with the strategy Handelsbanken has to not expose themselves to
unnecessary risk (Respondent F). By making sure credibility among their business clients
they set a standard for how the business clients need to be aware of financial sustainability

and that benefits both the client and the bank in the long-term.
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Banks keep a position of helping business clients towards an ecological transition through
their loans and financial offers (Caselli 2022, s.216). Green loans is one of these initiatives
where the client receives discounted rates and Handelsbanken can track for what cause the
money is used. Green leasing is another example of an initiative that increases the possibility
of business clients choosing electric vehicles as business cars (Respondent A). These offers
do encourage business clients to work more with sustainability since they want to receive
green loans or green leasing because of brand-image purpose and the discount offers. It is
important that Handelsbanken keep track of what their clients do within sustainability when
they receive these loans. However, it is also important for the bank to have in mind that their
business clients should be satisfied with Handelsbanken as a financial institution and they can
not go too hard on them. Progress needs to be made and improvements measured but it is also

of importance to maintain a good long term relationship (Respondent D).

Since Handelsbanken does a solid analysis of the companies applying for financial help they
reduce risk as they can find the aim of the clients work and help with improvement within the
sustainability area (Caselli 2022, s.216). Handelsbanken rejects certain investments that do
not align with their profile and make sure to not expose themselves to unnecessary risk which
create long term sustainability (Respondent B). Handelsbanken is well aware of their
sustainability work and actively tries to improve their clients work both for their own as well
as their clients sake. By trying to keep influencing other actors on the market, change can be
made and Handelsbanken needs to keep their vision of what responsibility they maintain and

how their business clients could change to improve the sustainability in its entirety.

5.1.3 Business Clients’ Sustainability Initiatives

As mentioned, the primary action for Handelsbanken to be able to reduce their own carbon
footprint is to reduce the emissions made by their business clients that they finance or invest
in (Caselli 2022, s.213). This could seem like a clear task but with low awareness among
clients and macro variables as high inflation rates, Handelsbanken needs to work even harder
with informing and educating their clients. Since there is different awareness in different
sectors (Respondent B), we believe that Handelsbanken should focus a little more on those
who have the lowest awareness to implement more sustainable initiatives since they are in
most need of it. On the other hand, to become a more sustainable company requires a

personal or organizational interest from the company itself to become one. Handelsbanken's
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sustainability tools can serve as a good start, but given that they are primarily a client-focused

bank, there needs to be interest from the client as well.

However, even if the market conditions right now could be a little more challenging with
higher prices (Respondent E), we believe that companies are becoming more aware.
Sustainability is not a category that a company could include in their business model just if
they want to - it is a matter of course in today's market in order to survive in the long-term.
The challenge for Handelsbanken is to strike a balance between suggesting sustainable
initiatives to their clients at the same time as these could be defended financially. We believe
that if Handelsbanken succeeds with this, they and their clients have a lot to gain in the long

run.

5.1.4 Market Response

Handelsbanken has the opportunity and important task to create awareness among their
clients and make them want to implement greener practices (Bevilacqua 2022, s.184). As
previously mentioned, it is more difficult for SMEs to implement sustainability initiatives.
These companies need a step-by-step process adjusted for their company with what they
should change and how they should do it (Bevilacqua 2022, p.181), which is where
Handelsbanken plays an important role. Larger companies know that they do not have the
option whether to work with sustainability (Respondent F), but we believe that demands and
regulations will be set for SMEs as well; maybe sooner than they are prepared for. It is a
question of long-term profitability and stability for all types of companies, since banks like
Handelsbanken will not lend out money to non-sustainable companies in the future
(Respondent D). We understand that the sustainable transition is both complex and
time-consuming, which means that it requires resources, which may not even exist within the

company, and thus becomes a matter of priority.

However, we believe that this is where Handelsbanken and its sustainability tools can greatly
influence their clients by increasing their pressure on their business clients a little. We
understand that Handelsbanken is a client-focused bank with the clients’ interest in focus, but
regardless, a little more priority should be given to sustainability initiatives irrespective of the
size of the corporate client and sector. Nevertheless, one should not underestimate the
difficulties that exist for SMEs to adapt to sustainable business models, with a lack of

resources in the form of time and money. Handelsbanken must manage these challenges as
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well, but the degree to which businesses can quickly and efficiently adopt this modern
business model may determine the long-term competitiveness of this client (Zioto et al.,
2020). If adjustments are not made, it may eventually become impossible for the client to

operate a business, which in turn would impact Handelsbanken which loses a client.

Sustainable business models are becoming more and more common for companies today
(Zioto et al., 2020), which is something that both Handelsbanken and especially their larger
business clients have. The larger companies are affected by initiatives such as CSRD and the
Paris Agreement, which in turn affects their subcontractors as sustainability work must
permeate the entire value chain (Respondent D). We believe that this is a way to reach out
with sustainability requirements to the SMEs, the subcontractors, who may not work with
sustainability themselves. Since profitability is usually the biggest driving force among most
SMEs (Respondent C), a requirement, such as a sustainability initiative from a buyer, may be
necessary for the SME to be able to get a deal and thereby make a profit. Regulations like
CSRD and the Paris Agreement could be compared to the effect that Handelsbanken's
sustainability tools can have in several stages of various corporations. On the other hand,
Handelsbanken's sustainability tools are not as comprehensive as those mentioned above,
which is reasonable, but it still means that the outcome will not be as great as if they had
been. Thus, we believe that it could be a good incentive for Handelsbanken to continue
developing and broadening its sustainability tools in order to have a greater sustainability

effect.

Green banking also emphasizes the importance that Handelsbanken should continue to work
with innovative financial solutions to both climate and social problems (Sarath Chandran et
al., 2024), so that all business clients, regardless of size or sector, can follow this
sustainability shift. Since business clients are interested when sustainability initiatives are
presented by Handelsbanken (Respondent B), we think this is an excellent opportunity for
continuing the development of these tools. Clients are interested in these products and

Handelsbanken has the resources to be able to do it; a win-win situation.
5.2 Research Question 2

What are the challenges and the risks for Handelsbanken and their business clients when
working with sustainability?
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5.2.1 Challenges with Sustainability

In order to manage climate change, collective efforts are required from banks and regulatory
authorities to be able to help companies on the right path (Caselli 2022, 5.219). We think that
one of the biggest challenges with this is, as we have mentioned earlier, the difficulty in
getting the SMEs to make sustainable initiatives. Handelsbanken need to broaden their work
and include all different business clients even more to reach a change (Respondent A). We
believe that this could be challenging since many of the sustainability tools offered by

Handelsbanken are directed towards the larger companies (Respondent A).

Despite this, we do not believe that it is an impossible challenge since the sustainability work
within Handelsbanken is constantly developing and new innovative solutions are gradually
being developed along with new regulations. We believe that regulations could be one
solution to this since it does not give the clients a choice whether they want to work with
sustainability or not. Regulations are essential for a collective transformation since they will
establish a standard for all kinds of financial institutions (Caselli 2022, s.219), which means
that if Handelsbanken has standards they have to follow in their business practices, their
clients have to follow in turn. However, we believe that regulations that should cover the
banks to such a large extent take time before they are implemented and until then change is
still required. Until then, a development opportunity is to standardize sustainability processes
based on the different sectors of the business clients (Respondent D). We believe that this
could be a good and relatively simple way to get more SMEs to work with sustainability
without straining their resources too much, since a standardized process is made to be as

efficient as possible.

The respondents of Handelsbanken consider that they might see a risk about greenwashing
through their clients and the companies they invest in. We believe this should be considered a
risk since it is difficult to get hold of the data needed to make sure that the business clients
and companies they invest in are as sustainable as they might say. This increases the risk of
becoming an actor of greenwashing in their own reporting (Bevilacqua 2022, s.184).
However, Handelsbanken is a decentralized organization with good local anchoring and
relations. This brings them a possible situation of competitive advantage since they can build
trust when lending based on soft information in addition to the financial information (Caselli
2022, s.204). The possibility of companies wanting to greenwash their reports which would

reflect the reports of Handelsbanken is less likely when the relations are good.
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5.2.2 Differences between SMEs and Large Companies

There are several differences between SMEs and large companies when it comes to their
sustainability work. We believe that one of the biggest distinctions is the greater opportunities
that larger companies have when it comes to working with sustainability. Even if a SME
client has an interest in working more green, resource constraints can be such a big challenge
that sustainability initiatives can not be implemented (Respondent B). Given that financial
investments can lead to increased environmental performance (Bevilacqua 2022, s.183)
makes Handelsbanken's role important in enabling even SMEs to keep up with this
sustainability development in order to not only reach ecological goals but also financial ones.
A challenge with this is that there are no legal sustainability requirements regarding SMEs
today, which makes it difficult for Handelsbanken to follow up on their clients’ work.

Handelsbanken is aware of this, and we believe that it is critical that they continue to be so.

Another challenge is that SMEs risk facing disadvantages while working on sustainability
projects, which will have an immediate impact on the bank (Bevilacqua 2022, s.184). When
resources are allocated to sustainability initiatives, it implies that those funds were pulled
from other areas of the business. If Handelsbanken can provide financial support to these
SMEs with conditions that do not burden the company's budget more than necessary, then
there are opportunities for the SMEs to be able to carry out sustainability initiatives without
burdening the original financial plan. However, there is a challenge with this as the more
difficult follow-up work for Handelsbanken when it comes to SMEs means that it is currently
difficult for SMEs to get green loans (Respondent D). This will be a challenge to continue
working with as it impairs the effect of the sustainability tools that Handelsbanken offers,

since they can not be utilized by all of their business clients.

5.2.3 Competition in the Market

Today, banks are implementing more environmentally friendly business models with the
highest potential of making a positive impact by the finance provided to its clients
(Bevilacqua 2022, s.172). Since the tools offered are quite similar between the different
banks (Respondent B), it is no longer just about sustainability; it is about being the best at it.
According to Handelsbanken, they see themselves offering a wider range of sustainability
tools than their competitors (Respondent B), but the question is how to actually measure who
does or contributes to the most climate compensation. A risk with Handelsbanken seeing

themselves as somewhat of a leader in the market could be that it slows down in its
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development of sustainability innovations. If Handelsbanken thinks it has a good lead,

competitors could catch up with similar or better sustainability solutions.

Climate change is not only a challenge, we also believe that it can generate good business
opportunities for those who choose to switch to a greener business. A challenge with this is
that all the larger banks work with sustainability somehow, and to differentiate this work to
stand out from competitors can be difficult. One solution could be improving the
communication of the sustainability initiatives that are made (Respondent C). Handelsbanken
does a lot for sustainability, but needs to be better at showing it to its stakeholders since it
could strengthen their position (Caselli 2022, s.203). For instance, prior to beginning our
work, we were unaware of Handelsbanken's efforts to fulfill its responsibilities in the
sustainability issue, which is a direct example of how the communication probably has some
flaws in reaching out. Given that none of the banks excels at demonstrating their
environmental initiatives, Handelsbanken has a great chance to become the best at
communicating and thereby strengthen their position as a leading sustainable financier. This
is a part of the adoption of sustainable business models, where the companies that adapt the
fastest to the greener approach may be the ones that win in the end. It is also important since
banks play an important role in engaging corporate sustainability and if they do not
communicate their own work, it will be difficult to inspire others to work more on

sustainability (Zioto et al., 2020).

In order to achieve long-term sustainability goals, it is crucial to take actions from a
long-term point of view. Discussions about sustainability need to take place at the board level
(Caselli 2022, s.210), which is something that Handelsbanken does. This could otherwise be
a great challenge since it is not anyone that could sit on the executive board of the bank.
Therefore, the fact that Handelsbanken already has a Chief Sustainability and Climate Officer
in their board demonstrates that the bank is in the forefront of its sustainability initiatives

(Respondent F).

5.3 Research Question 3

What are the incentives for Handelsbanken and their business clients to work with these

questions?
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5.3.1 Drivers and Barriers

In the business model of a bank, one goal is to align financial motives with sustainability
goals (Caselli 2022, s.203). This is a difficult challenge for many companies as the fear of
investing or acting incorrectly, in the sense that it will lead to reduced profitability or does not
bring any sustainability gains, means that many companies choose to be passive in the

sustainability issue (Respondent D).

Financial risks associated with climate change are still in their early stages, and because of
information gaps and difficulties with translation, these risks have not yet been fully
integrated into existing frameworks (Caselli 2022, s.219). This could indicate that business
clients who are going to pioneer the market by integrating these risks will have trouble
making a profit (Respondent A), and as mentioned before, the biggest driver to make a
change is usually through financial initiatives. This is where we believe that Handelsbanken
plays a significant part since they have a lot of knowledge that can help their business clients
to take sustainability initiatives based on the specific company's capabilities. By doing this,
their clients will not invest time and money in something that will not be possible to keep in
the long term (Respondent D). This will also be an advantage for Handelsbanken, which both
gets clients who are satisfied with their advice, but also clients who will be sustainable to

keep in the long term as regulations are changing and may become more strict.

The integration of the three pillars of sustainability has become more stressed lately, not just
for moral reasons but also because of worries about a company’s reputation (Zioto et al.,
2020). This applies both to the pressure that Handelsbanken puts on its business clients but
also to the pressure that the business clients put on Handelsbanken (Respondent B). It is a
two-sided task and we believe that it requires all parties to work on it in order to jointly reach
goals for a more sustainable society. There are many incentives for companies to work more
with sustainability and since the will and awareness among Swedish companies is strong
(Respondent A), there are good opportunities for Handelsbanken to continue driving the
development among its business clients. By investing according to ESG initiatives,
businesses could expect higher long-term returns due to better credit risk evaluation (Zioto et
al., 2020). This implies that Handelsbanken can use the most powerful incentive to convince
their clients to do this action; money. Financial incentives are probably needed for change

(Respondent E) and by suggesting that financial performance can be enhanced by ESG
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activities, we think that Handelsbanken will have an easier work when promoting

sustainability initiatives.

However, the task that Handelsbanken has is not easy since sustainability within the banking
sector is constantly changing with new technology and developments (Sarath Chandran et al.,
2024). This means that Handelsbanken must constantly keep up-to-date on regulations
(Respondent D) and how it affects them and their business clients in order not to make any
wrong decisions themselves or unwittingly advise their clients to do so. Clients investing in
projects they think will boost sustainability but that, in reality, can not be utilized over the

long run because of new restrictions pose danger for the trust of Handelsbanken as an advisor.

5.3.2 Handelsbankens Limitations and Possibilities of Improvement

To reach an actual change within sustainability many actors need to work collectively and
banks are one of the important actors (Bevilacqua 2022, s.170). The banks and their clients
can reach far on their own within sustainability but for the SMEs, regulations are needed both
as a tool and to achieve consistency (Bevilacqua 2022, s.181). By regulation the banks could
inform their clients easier on what and how they could work with sustainability as well as the
subject might be raised in a broader sense by advisors (Respondent D). With broader
regulation, Handelsbanken could become a role model to help the business clients reach their

sustainability goals and help them keep track of improvement (Bevilacqua 2022, s.181).

The bank and its advisors have a possibility in helping the SMEs to increase awareness and
achieve sustainable growth. It is needed for these clients to receive step-by-step processes to
know how to act within this very complex subject (Bevilacqua 2022, s.181). Handelsbanken
have created a couple tools to help these companies but going forward it will be needed with
further regulation to make a consistent change. The regulation should be considered an
opportunity and possibility in our opinion, however it is of importance to understand what it
means for Handelsbanken in terms of risks. Financial stability faces risks within technology
and regulation (Caselli 2022, s.195). Handelsbanken must be aware of these risks and be
prepared with time and resources to make sure they can follow the development since the

financial consequences of not being aware could harm the business.

It lays a possibility for Handelsbanken to improve their already existing sustainability work

by communicating what they offer better both externally and internally. This could be done
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by using technology. However, that requires better technical support which could be costly
both in monetary values and time (Respondent D). It could and maybe should be considered a
challenge, but it is also an opportunity since innovative services could enhance
Handelsbanken’s efficiency. Considering how the world constantly changes it is of value to
be in the forefront of technological development to be better prepared for sudden changes

(Sarath Chandran et al., 2024).

The perk of Handelsbanken decentralized decision making is that the advisors and offices
with most knowledge of the clients take their own decision (Caselli 2022, s.206). This allows
the bank to easily discover and establish a suitable plan for their specific client.
Handelsbanken is on the right path regarding the strategy of affecting top management and
the boards. Banks can influence their clients with sustainable models within the areas of
financial, risk management and sustainability which the business clients see as positive (Zioto
et al., 2020). As mentioned in the result, it does lay potential in influencing even more
through the boards (Respondent A). The downside is that it requires both time and energy
when building these relations and trying to convince on the path forward which needs to be
taken into consideration by Handelsbanken. Most clients consider it positive with the
influence of Handelsbanken in the board and therefore this is something they should continue

with and improve even further.

Banks are responsible for financial stability and maintain the possibility to shape the future of
the market. The banks need to change just as the economy needs to (Sarath Chandran et al.,
2024). We believe it is of importance for Handelsbanken to stay competitive when the market
is changing. There is potential for the bank to develop further by communicating their ideas
better and more extensively. One possibility of standing out among competitors and offering
something extra for business clients is third-party collaborations. Handelsbanken has one
collaboration today, but it is an area expected to grow even further so by being quick into this
area, Handelsbanken could gain market shares (Respondent B). If the human economic
welfare should improve it is needed that the ESG-factors are incorporated by the banks. The
financial sector keeps control of capital and could demand that it should be used for
sustainable objectives and one way to achieve this is through collaborations with partners
(Sarath Chandran et al., 2024). We consider the third-party collaborations as a growing
business potential and believe Handelsbanken should focus on developing this area and offer

more of these types of services to their business clients.
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6. Conclusion

6.1 Research Question 1

How does Handelsbanken's sustainability initiatives contribute to their business clients
working more with their sustainable business practices?

Handelsbanken leads by example, showcasing its sustainability efforts and encouraging
clients to follow. This includes implementing comprehensive sustainability measures within
the bank and promoting similar practices among clients, particularly in materiality and energy
use. Handelsbanken offers sustainability-linked loans that incentivize clients to adopt greener
practices. This creates a direct financial motivation for businesses to reduce their carbon
footprint. Handelsbanken tries to help their clients understand that integrating sustainability
into their business models is crucial for staying competitive. Handelsbanken aims to strike a
balance by promoting sustainability measures that can be justified financially. This approach
helps clients see that sustainability is not just an ethical choice but could also be financially
beneficial. Handelsbanken offers sustainability initiatives to key sectors like real estate,
encouraging them to adjust to new regulations and maintain necessary building
classifications. This proactive approach minimizes the risk of properties becoming stranded
assets due to non-compliance with long-term EU standards, thus protecting both the bank and

its clients from future financial risks.

Handelsbanken plays a crucial role in providing SMEs with tailored financial solutions that
make sustainable business models more viable. The bank’s efforts in influencing both SMEs
and the larger market demonstrate a comprehensive approach to fostering sustainable
business practices across different sectors. Handelsbanken developed "Héllbarhetskollen," a
tool that simplifies the process of improving sustainable practices. This tool, created through
third-party collaboration, helps SMEs understand their environmental impact and make
effective changes, thereby enhancing their sustainability efforts. Recognizing the low
awareness among some clients, Handelsbanken should place a strong emphasis on educating
them about sustainability. This involves providing information and tools that highlight the
benefits and importance of sustainable practices, helping clients understand why and how
they should implement these changes. While Handelsbanken provides the tools and resources
for sustainability, the success of these initiatives depends on the clients' interest and
willingness to engage. The bank's role is to foster this interest by demonstrating the long-term

benefits and necessity of sustainable practices. Knowing that non-sustainable companies may
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face difficulties obtaining financing from Handelsbanken in the future, this will motivate
their business clients to align their operations with sustainability principles to ensure

long-term profitability and access to capital.

6.2 Research Question 2

What are the challenges and the risks for Handelsbanken and their business clients when
working with sustainability?

One of the biggest challenges with sustainability is getting SMEs to adopt sustainable
initiatives. The lack of regulation on SMEs makes it difficult for Handelsbanken to enforce or
follow up on sustainability commitments made by their SME clients. These business clients
may struggle to allocate the necessary resources for these initiatives, posing a risk to their
ability to comply with future regulations and maintain competitiveness. Regulation plays a
crucial role in driving collective transformation towards sustainability. However, the
implementation of comprehensive regulations takes time. Until such regulations are in place,
Handelsbanken and its clients must continue to adapt and innovate independently, which can
be challenging and resource-intensive. In the absence of regulations, the adoption of
sustainability practices among SMEs is often voluntary. This can result in inconsistent and
insufficient sustainability efforts, making it challenging for Handelsbanken to ensure that
their financial support is used effectively for sustainable purposes. One proposed solution is
to standardize sustainability processes based on the sectors of business clients. This can help

SMEs adopt sustainable practices without overwhelming their limited resources.

While promoting sustainable practices is essential for long-term profitability, it can be
challenging to convince all clients of the financial benefits. Handelsbanken must tailor its
sustainability tools and support mechanisms to address sector-specific needs effectively. For
Handelsbanken, financing non-compliant clients could lead to financial risks, such as
stranded assets, and damage to its reputation and stakeholder trust. Both Handelsbanken and
its clients must remain adaptable to changing standards and practices. This requires ongoing

work to ensure they stay ahead of regulatory and market trends.
Greenwashing by clients poses a significant risk. Companies might present themselves as

more sustainable than they are, leading to Handelsbanken unintentionally supporting and

promoting unsustainable practices. If Handelsbanken is found to be associated with
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greenwashing, either through its clients or investments, it faces significant reputational
damage. Trust in the bank’s commitment to sustainability could be eroded, affecting client
loyalty and stakeholder confidence. As a decentralized organization, Handelsbanken
leverages local knowledge which reduces information asymmetry and financial risk. This
approach ensures more accurate credit assessments and supports sustainable financial
practices, benefiting both the bank and its clients in the long term. By rejecting investments
that do not meet their standards, Handelsbanken promotes long-term sustainability and

encourages clients to improve their sustainability practices.

Many Swedish banks are implementing similar sustainability tools, making it difficult for
Handelsbanken to distinguish itself purely on the basis of the tools offered. It is difficult to
ascertain which bank is truly leading with their sustainability initiatives. If Handelsbanken
fails to effectively communicate its sustainability initiatives, it risks losing trust and
reputation among stakeholders who might not recognize the bank's contributions to
sustainability. This could weaken its market position relative to competitors who may better
communicate their efforts. By improving the communication of its sustainability initiatives,
Handelsbanken can better showcase its efforts and potentially gain a stronger competitive
edge. Effective communication can also inspire other companies and stakeholders to enhance

their own sustainability practices

6.3 Research Question 3

What are the incentives for Handelsbanken and their business clients to work with these

questions?

As sustainability becomes increasingly important for companies' reputations, Handelsbanken
can enhance its market position by actively promoting sustainability initiatives among its
business clients. This proactive approach not only aligns with societal expectations but also
enhances the bank's reputation as an ethical and responsible institution. Handelsbanken can
use financial incentives to encourage clients to adopt sustainability initiatives. By
demonstrating that ESG activities can lead to higher long-term returns and better credit risk
evaluation, the bank can incentivize clients to prioritize sustainability in their business
strategies. They can also help business clients stay updated on evolving sustainability

regulations, enabling them to make informed decisions and avoid potential regulatory pitfalls.
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The incentives for Handelsbanken and their business clients to engage with
sustainability-related questions are driven by a combination of financial incentives, risk
management considerations, market positioning, regulatory compliance, and ethical
considerations. Business clients can benefit from Handelsbanken's expertise in sustainability
by ensuring that their sustainability initiatives are aligned with their long-term business goals.
This reduces the risk of investing time and resources in initiatives that may not be sustainable

over the long term.

By adhering to regulations and advocating for broader regulatory frameworks,
Handelsbanken can serve as a role model for its business clients. Compliance with
regulations not only facilitates easier communication about sustainability initiatives but also
helps clients track and improve their sustainability performance. Collaborations with
third-partners offer Handelsbanken the opportunity to differentiate themselves in the market
and provide additional value to business clients. Expanding such collaborations can lead to
market share growth and better meet the evolving needs of clients. Handelsbanken's
decentralized decision-making approach enables advisors to tailor solutions to individual
client needs effectively. This flexibility allows for customized sustainability strategies that
align with clients' specific circumstances and goals. By influencing top management and
boards, Handelsbanken can promote sustainable models in financial and risk management

practices.

6.4 Further Research

There are several different aspects and perspectives that would have been interesting to
analyze in this research, this was not possible due to the time limit but for further research we
have some recommendations. For future research it would be interesting to answer the
research questions by including the perspective of the business clients in the interviews as
well. They might consider the matter researched differently and it would be insightful to see
what they would answer to the same interview questions as the respondents from

Handelsbanken received.
Another interesting view to take into consideration are other large banks in Sweden, to do a

similar analysis of those and see if the conclusions on the research questions would be

different or similar as those for Handelsbanken. Taking it even further, a comparison could be
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made between the large banks in Sweden to research the market of financial institutions
within the subject of sustainability. One perspective that we wanted to look into was the
sustainable initiatives by Handelsbanken towards their private clients. It would be of interest
to see what effect these initiatives have on the environment and if it affects the private clients

to choose differently.
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Appendix 1 - Interview Questions

. Nér du tinker pa hallbarhet inom bankindustrin - vad tinker du pa da?
. Vilka héllbarhetsinitiativ finns hos Handelsbanken idag?

. Vilka framtida initiativ planeras?

. Hur tas initiativ emot pa marknaden?

. Vad gor era kunder idag for att vara héllbara?

. Hur stéller sig kunder till mer héllbara forslag?

. Ar de beredda att "offra" finansiella delar for att uppna mer hallbarhet?

. Finns det 6kad vilja for att investera mer gront?

O© 0 3 O N B~ W N =

. Tycker foretagskunder att det kdnns svért/komplicerat att arbeta med hallbarhet?

10. Uttrycker kunder att det finns 6kat tryck pa foretag for att agera mer hallbart?

11. Upplever ni att det finns 6kat tryck fran era foretagskunder att ni agerar mer hallbart?
12. Hur méter och utviarderar Handelsbanken sina framsteg vad géller hallbarhetsmalen och
de olika initiativen?

13. Hur medvetna ar era kunder om SDG?

14. Vad ar storsta drivern for att investera mer hallbart och vad dr den storsta barridren till
det?

15. Skiljer det sig hur ni véljer att investera och hur ni forsoker fa era kunder att investera?
16. Vad har ni for regler/krav pé era kunder?

17. Hur péaverkar det privatpersoners ekonomi med de krav ni stéller?

18. Hur paverkar det er Ionsamhet med de krav ni stéller?

19. Ser ni skillnader 1 hur foretag arbetar med hallbarhet kontra privatpersoner?

20. Vad ar de storsta utmaningarna med ert héllbarhetsarbete?

21. Screening, Green Bonds och liknande. Négot ni jobbar med?

22. Hur har ni koll pa att investeringar och kapital ni ger ut investeras "ratt"?

23. Vilken roll spelar hallbarhet i ert risk agerande och hanterande? Kort och ldng sikt.
24. Hur forsakrar Handelsbanken sig om att héllbarhetsinitiativen dr anpassade och
fungerande pa snabbt fordndrade marknader?

25. Hur &r era hallbarhetsinitiativ eniga med era finansiella mal?

26. Exempel pa specifika initiativ som Handelsbanken implementerat som lett till hallbart
foretagande?

27. Upplever ni att det dr konkurrens bland finansiella institutioner att vara bist pa

héallbarhet?



28. Har ni en langsiktig malbild av hur ert hallbarhetsarbete ska se ut i framtiden eller vad det
kan tidnkas generera?

29. Hur ofta diskuteras héllbarhet pa veckomdten mm?

30. Laggs mycket kapacitet i form av anstidllda mm pa héllbarhetsfragor?

31. Finns det ndgon form av beloningssystem for anstdllda/team som uppnér hallbarhetsmal?

32. Slutligen, hur kan héllbarhetsarbetet forbattras?



