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Abstract 
 
In Sweden we have environmental objectives to achieve for the year 2020. Swedish banks 
have a responsibility like everyone else in a society to act environmentally responsible. When 
Swedish banks are lending to SMEs they are taking a risk, however, banks are risk averse and 
want to minimize their risk. By lending to a company that does not take environmental 
responsibility the risk are increasing. In this study we want to research if Swedish banks take 
environmental responsibility of companies into account when lending to SMEs. 
 
Previous studies show that banks do make an environmental consideration when lending to 
companies, but there is lack of similar studies in Swedish banks. Additionally, the previous 
findings have shown to be contradictory. We also thought it would be interesting to see 
whether Swedish banks are familiar with the environmental objectives since we are not far 
from 2020. Additionally, we want to find out if there have been any changes since previous 
years, and if Swedish banks work differently with environmental issues in their lending 
process to SMEs. Thus, our problem statement is:    
 
Do Swedish banks take SMEs environmental responsibility into account in the lending 
process? And are the Swedish banks familiar with the environmental objectives? 
 
Some theories that are discussed in this study are the environmental risks that the banks are 
exposing themselves to when lending to SMEs. The environmental risks are divided into three 
categories, reputational risk, direct risk and indirect risk. Another theory that we discuss is the 
information asymmetry, which also affects the lending process. To grant a loan that is not too 
risky for the bank, and still fair to the company, the bank need to make an assessment. The 
assessment is based on the information SMEs gives Swedish banks and therefore the 
companies have the possibility to not be completely truthful.  
 
This is a quantitative research with a deductive approach, and in order to get our results we 
sent out surveys to Swedish banks that work with lending to SMEs. A total of 75 surveys 
were sent to the Swedish banks and the 32 answers we received constituted a response rate of 
51,6 % since only 62 surveys reached the respondents. 
 
The result from our survey showed that Swedish banks do take the environmental 
responsibility of the company into account when lending to SMEs, however, they are not 
familiar with the environmental objectives. Thus, they do consider the companies’ 
environmental responsibility when granting loans to SMEs, however, we do not know 
whether the environmental objectives are included in this process or not. We could also see 
from the result of our survey that Swedish banks environmental responsibility has change 
with time. 
 
The conclusion of this research is that Swedish banks do take environmental responsibility of 
the company into account when lending to SMEs. This is something they should consider to 
develop and incorporate in their environmental work. However, they are not familiar with the 
environmental objectives.  
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1. Introduction  
 
  
Since 1999, Sweden has created environmental objectives to achieve for 2020. This 
means that businesses have responsibilities to take, as well as individuals and 
communities. With the growing interest in environmental issues, the environmental 
work of companies has become increasingly common. When granting credit to 
enterprises, Swedish banks demand certain requirements on businesses since banks are 
risk averse and want to minimize their risks as much as possible. If banks would not 
take the company’s environmental responsibility into account when granting loans to 
small and medium-sized enterprises, they could be taking a higher risk than necessary. 
However, previous studies show that the emphasis banks put on reviewing the 
environmental work of small- and medium sized companies is vastly different. This 
chapter presents the problem background, problem discussion, problem statement, and 
theoretical and practical contributions. 
 
 
 
1.1 Problem background 
 
Throughout the modern retail banking business, the risks and creditworthiness of the 
borrower has been the major concerns when it comes to deciding whether or not the 
borrower can borrow money from the bank. Today, businesses’ need to borrow money 
to finance new investments is continuously growing and is ultimately making the banks 
more vulnerable to losses (Calderon & Chong, 2014, p. 192). To combat this, banks are 
constantly increasing their requirements and criteria’s put on companies to borrow. 
 
Traditionally when deciding whether the business is eligible for a loan, the bank 
scrutinizes the financial statements and reports in order to create a picture of the 
businesses’ ability of repaying the loan. Today, the method for deciding whether the 
company is eligible for a loan is much more complex than it has ever been. Ever since 
the creation of the Comprehensive Environmental Response, Compensation and 
Liability Act (CERCLA) in the US in the 1980s, banks have developed new lending 
criteria’s (Coulson & Monks, 1999, p. 3). The aim of CERCLA was to force companies 
to clean up their contaminated sites, and established a fund called the “Superfund”. The 
Superfund was meant to finance the clean-up in those cases where the responsible party 
were not to be found (EPA, n.d.). Ultimately, CERCLA resulted in banks being forced 
to clean up the damage their borrowers had created if they did not have the means to 
defray it themselves (Coulson & Monks, 1999, p. 4). 
 
The development in Europe was somewhat slower and it was not until nearly a decade 
later there was a change of law in how companies should conduct the annual reports 
(Calderon & Chong, 2014, p. 192). After this, the banks have increasingly begun to 
incorporate environmental requirements into their lending decisions. Interestingly, 
though, is that although there is a relatively large amount of research made in this area, 
there is a lack of research of how Swedish banks relate to this. The study by Weber et 
al. (2008, p. 153) incorporates a few Swedish banks, however, the number of 
respondents are unknown since the number of respondents are bunched together with 
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several other countries’ responses. It is therefore impossible to see the separate results 
for Sweden. 
 
One telling example of this change is mentioned in the work by Coulson & Monks 
(1999, p. 3), namely the case of Elm Energy (Lascelles, 1992, p. 1) in 1992. The 
company had sought to set up a new facility for electricity production using new 
technology. At first, the bank was reluctant to lend any money to Elm Energy due to the 
issue of site pollution and whether or not they would be able to dispose the hazardous 
waste they created. Due to this, the loan negotiations with the bank lasted more than a 
year. 
 
The reason to this reluctance to lend, however, was not entirely because of the bank’s 
environmental concern, but more likely because of the incident with Fleet Factors 
taking place two years earlier. As mentioned by McCammon (1995, p. 298) and Cowton 
& Thompson (2000, p. 167), Fleet Factors had agreed to lend money to Swainsboro 
Print Works. When this company put themselves into bankruptcy, the production site 
was discovered polluted, and the bank was found liable to the clean-up costs. As banks 
generally are risk averse and do not want to take large risks (Nishiyama, 2007, p. 486; 
Angelini, 2000, p. 70), this event have largely changed the bank’s attitude towards 
lending their money to companies with questionable environmental standards. However, 
as Coulson & Monks (1999, p. 4) points out, the Fleet Factor example is a worst-case 
scenario and is not likely to happen too often. 
 
In 1991, the United Nations Environment Programme (UNEP) developed a statement to 
be implemented, which posed requirements upon the bank’s lending processes (UNEP, 
n.d.a). With a total of 66 banks worldwide having signed the statement in 1995 
(McCammon, 1995, p. 300), the bank lending was definitely changing. After this, the 
statements have been revised several times with the latest revision being made 2011 
(UNEP, n.d.b).   
 
In Sweden, the environmental objectives approved in 1999 were also driving the 
change. The objectives stated that, much like the CERCLA, companies would be held 
responsible for their own pollution. The environmental objectives are mainly addressing 
the issues the society has to overcome in order to create a sustainable environment in 
Sweden. These objectives that should be met in 2020 are divided into three different 
categories, namely the generation goal, the milestone targets, and the environmental 
quality objectives (Environmental Objectives, 2013). The generation goal is the 
overarching goal to improve the environment such as, according to the Swedish 
Environmental Protection Agency (SEPA, 2015a), the natural resources are being used 
in the most efficient way possible, or that the product cycles are as energy efficient and 
free from hazardous substances. Another focus within the generation goal is to increase 
the use of renewable energy, and at the same time minimize the negative environmental 
effects, among other (SEPA, 2015a). In order to reach these somewhat vague goals that 
are part of the generation goal, 16 national environmental quality objectives were 
created which included several categories that can be seen in Appendix B (SEPA, 
2015b). From these categories, 24 milestone targets were created to be even more 
specific (SEPA, 2016).  
 
There is a great pressure on companies to comply with these goals and objectives since 
they have the ability to make a great impact, and without their effort, the environmental 
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objectives will most probably not be met in time. However, the follow-up on individual 
businesses is lacking and today, there are only yearly evaluations made by the Swedish 
counties (Environmental Objectives, 2013). While most industries are contributing to 
these themselves, the banking industry is one industry that is indirectly contributing to 
environmental degradation due to the financing of other companies (Thompson & 
Cowton, 2004, p. 200).  
 
In 2015, the Financial Supervisory Authority (FSA) in Sweden performed a study 
where they examined the bank's internal rules when lending to companies from an 
environmental and sustainable perspective (Finansinspektionen, 2015). The study was 
based on nine Swedish banks; these banks represent the majority of the total corporate 
lending. In this research, FSA concluded that banks’ do take environmental risks into 
account when lending to companies. According to the review that FSA have done 
(Finansinspektionen, 2015), they should weigh the business aspects of environmental 
risk in credit assessment, as well as manage the reputational risk that environmental risk 
can entail. There are no mandatory rules or laws that say that banks should take 
environmental and sustainability perspective into account when lending to companies. 
However, FSA (Finansinspektionen, 2015) can see in the results that even though it is 
not mandatory, many banks are taking their own initiatives and are following 
international principles or participate in international initiatives. However, this study 
was performed only on larger banks and those banks that have international operations. 
Thus, as the FSA report did not focus on the lending to SMEs specifically, but on the 
lending as a whole, there are some gaps still to be filled (Finansinspektionen, 2015). 
The FSA report was based on nine of the largest banks in Sweden, while in this study 
we want to investigate all Swedish banks that work with lending to SMEs 
(Finansinspektionen, 2015). As the lending process to SMEs is somewhat different, we 
therefore find that there is still a gap, despite the FSAs’ study, as our study is only based 
on the lending to SMEs and not the larger corporations (Finansinspektionen, 2015). 
 
Generally, banks throughout the world have been fairly slow to adapt (Calderon & 
Chong, 2014, p. 193). The four major banks in Sweden; Nordea, Swedbank, SEB and 
Handelsbanken, have, however, all developed their own standards and policies in the 
lending decision process and since 2007, both Nordea and SEB have been members of 
the Equator Principles (EP) (Nordea, n.d.; SEB, n.d.a). These policies aim to improve 
the incorporation of corporate environmental responsibility in the process of risk and 
creditworthiness of the borrower in project-related, and bridge corporate loans (Equator 
Principles, n.d.). Whether these principles are being implemented or not is, however, up 
to the bank to decide, since the principles are only mandatory for project loans larger 
than 100 million US dollars (Equator Principles, 2013, p. 3), and thus not mandatory for 
small and medium size enterprises (SMEs). 
 
In addition to the bank’s risk that the company cannot afford to repay the loan, the 
bank's reputation is also at risk. If a bank grants credit to a company that does not take 
the environmental risks and requirements into account, the bank risks getting bad 
publicity. To have a bad reputation in an industry like this can affect both existing and 
potential companies that wants to lend from the bank (Lundgren, 1999, p. 131). In order 
not to destroy the earth for future generations various actors have to cooperate and seek 
sustainable development.  Banks and companies are constantly working on 
environmental issues, and individuals and communities need to take responsibility. The 
concerns for environmental issues are increasing and the consequences for 



 4 

mismanaging are becoming increasingly serious. Companies with environmentally 
hazardous activities face more and harsher consequences, therefore, the financial risks 
are increasing and banks will be directly and indirectly affected if they would finance 
this. When a bank finances hazardous investments the bank is taking many risks, such 
as the bank's reputation, customer relationships, credit risk and so on. As a bank, using a 
variety of information is crucial to avoid getting into such a situation. 
 
 
1.2 Problem discussion 
 
In 1999, Sweden adopted environmental objectives to be met in 2020 (Environmental 
Objectives, 2015). Today, 17 years later, we are only four years from the end of this 
period, and the process is still going on. Having crossed the halfway line by far, the 
question is whether this has affected the bank’s lending process. In the studies 
performed by Coulson & Monks (1999, p. 4), the focus on the environmental aspects of 
a company in the lending process in the US is larger today compared to the early 1980s. 
These findings are comparable to the findings of Thompson & Cowton, (2004, p. 203), 
who found that the UK lending process had changed ever since the mid-1990s. 
 
The findings in this area of research are, however, very different. According to a study 
by Calderon & Chong (2014, p. 203), none of the banks interviewed posed a 
requirement for environmental or social performance disclosure of SMEs. These results 
are very different from the findings of Thompson & Cowton (2004, p. 203), who found 
that nearly 87% of the banks used environmental information in their lending decision, 
and Weber et al. (2008, p. 155) had a result of 57.1% of the respondents using 
environmental information. Due to a lack of previous research in this area on Swedish 
banks, and the contradiction in present findings it is interesting to see how Swedish 
banks relate to this, especially with the environmental objectives for 2020 soon in sight. 
As the Equator Principles is only mandatory for project loans exceeding 100 million US 
dollars (Equator Principles, 2013, p. 3), there are no requirements for applying them on 
smaller loans, and small enterprises. Thus, banks have the possibility to ignore the 
requirements. When large companies apply for a loan, there are usually much heavier 
regulations and requirements placed on the company from the environmental point of 
view. For SMEs, however, the decision-process and the environmental requirements are 
not as strict. 
 
This poses a problem, especially as the European Commission (2012) stated that the 
SMEs in Europe were contributing to nearly 64% of the total industry pollution in 2012. 
Considering the fact that 99% of all businesses in the European Union are SMEs 
(European Commission, 2012), there is a great importance to improve the 
environmental impact. When an SME is applying for a bank loan, the bank has a very 
good opportunity to put environmental requirements upon the companies, and partly act 
as “environmental policemen” as suggested by Thompson (1998b, p. 243). However, as 
Coulson & Monks (1999, p. 8) points out, banks are, generally reluctant to take on this 
role, even though they have much to gain by doing just that in the view of credit risk 
management.   
 
 
 
 



 5 

1.3 Research purpose 
 
The purpose of this study is to examine whether Swedish banks take the small and 
medium sized enterprises environmental responsibility into account when granting 
loans. Since SMEs are contributing to around 64% of the total pollution caused by the 
industry in EU, it is important to understand how this can be reduced. Sweden have 
since 1999 created environmental objectives that should be met in the year 2020. They 
are focusing on reducing the level of the pollution from companies in Sweden and 
although the banking sector is not mentioned specifically, they too contribute to this 
pollution, direct and indirect. Therefore, by financing loans to companies, banks are 
contributing to this pollution. Due to this, one subsidiary aim of this study is to observe 
whether the banks are familiar with these environmental objectives. Another subsidiary 
aim is to study whether there has been an improvement in the weight banks place on the 
SMEs environmental responsibility in the lending process. 
 
 
1.4 Problem statement 
 
Do Swedish banks take SMEs’ environmental responsibility into account in the lending 
process? And are the Swedish banks familiar with the environmental objectives?  
 
1.5 Theoretical and practical contributions   
 
As there is a lack of research within this area in Sweden, we will also gain a greater 
knowledge of the importance of taking the corporate environmental responsibility into 
the bank’s lending process in Sweden. Since the majority of this type of research 
performed is executed in the US and UK, it is interesting to see whether Swedish banks 
are acting differently or not. 
 
This study will contribute to connect the agency theory to the bank lending process in a 
deeper level, especially with respect to the environmental risks banks are facing. We 
will also contribute to an enhanced understanding of the role and risks of information 
asymmetry in the lending process with the use of environmental information. 
 
For companies, this study will contribute to a better awareness of the amount of weight 
put on their environmental performance when applying for a loan. This could possibly 
lead to a greater responsibility being taken, and thereby, they are becoming more 
environmentally conscious. The Swedish banks will also get a better understanding of 
how they, as lenders, can influence companies. By putting higher pressure on 
companies when granting loans, the companies are pushed to act more environmentally 
responsible, which will be beneficial for the environment.  
 
 
1.6 Delimitations 
 
This study will analyse whether Swedish banks take environmental responsibility of 
companies into account when lending to SMEs. In order to carry out this study the 
authors have performed some limitations. The study is based on all Swedish banks, 
since the purpose is to see whether Swedish banks take environmental responsibility of 
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companies into account when lending to SMEs. We have only included banks that work 
with credit to SMEs. This, however, does not apply to all banks operating in Sweden as 
the study is based on Swedish banks. Thus, foreign banks with operations in Sweden 
will not be included in our study. Not every bank office in Sweden will be contacted as 
we are only contacting the head offices of each bank. 
 
The delimitations we have done when conducting this research of whether Swedish 
banks take environmental responsibility of companies into account when lending to 
SMEs, and whether they are familiar with the environmental objectives for 2020, are 
that we will only focus on the lending to SMEs. We will also not focus on any particular 
environmental objectives that they might know, but only ask more generally of whether 
they are familiar with them. These objectives are made for Sweden and that is the 
reason why we have chosen to base the study on Swedish banks. In this study, we have 
not gone into specific environmental objectives and researched about which 
environmental objectives they work with, but kept it more general. This is because it is 
too complicated to examine exactly what objectives they are familiar with and which 
they are not familiar with.  
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2. Research methodology 
 
 
In this chapter we will present how we will collect the data used in this study. We will 
use a quantitative method, and send a questionnaire to relevant respondents in order to 
answer our research question; do Swedish banks take SMEs’ environmental 
responsibility into account in the lending process? And are the Swedish banks familiar 
with the environmental objectives? 
 
 
 
2.1 Preconceptions 
 
For the convenience of readers, we want to describe our understandings. This is to 
create credibility, for readers to be able to follow the arguments and to gain an 
understanding of the study. In scientific studies, the authors reported pre-understanding, 
and the reader then has the opportunity to determine how much impact the authors' 
interpretation has in the outcome (Johansson, 1993, p. 76). 
 
The practical experience we have is that one of us is working on a Swedish bank. With 
this prior knowledge, we have a broader understanding of how the Swedish banks' 
lending process works. All Swedish banks do not work the same way but we get a 
thorough and broad understanding of how the processes goes, although not in detail. 
The preconceptions we have could influence the interpretation of the results somewhat; 
however, we are aware of this and are therefore working to minimize that risk. By using 
an Internet based survey we will not affect their answers as can be done in a face-to-
face interview. When analysing the results all data is processed through statistical 
software, which aids in conducting an objective analysis. 
 
2.2 Epistemology 
 
Epistemology is about what is considered as knowledge in one specific area (Long et al. 
2000, p. 190). There are two epistemological theories; positivism and hermeneutics. The 
positivist approach is using scientific methods in the study of social reality and is 
objective in their research and may thus not let their feelings, or religion, etc. affect the 
research results (Tuli, 2010, p. 100). Hermeneutics, on the other hand, is used to give 
explanations of or understand the human behaviour. This approach, which tries to 
explain the behaviours, is opposing the positivist approach, which rather wants to create 
an understanding (Saunders et al. 2016, p. 141). 
 
In our study, we believe that the positivist view is the most appropriate approach since 
we are researching whether Swedish banks take SMEs’ environmental responsibility 
into account in the lending process, and whether they are familiar with the 
environmental objectives. We use previous knowledge in the form of studies and 
theories that we use as a basis for comparing and carry out the study. There have been 
similar studies in this area before and therefore we have articles, literatures and theories 
to support our work. We will not use our feeling, religion, political view etc. when 
conducting this research. As our objective is to find whether or not the Swedish banks 
are taking the environmental responsibility into account in the lending process of SMEs, 
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we are not interested in explaining the underlying behaviours. Instead, this study is 
trying to create an understanding of reality and, thus, we will have a positivistic view in 
this study and not a hermeneutic view.     
 
 
2.3 Ontological position 
 
The question of how individuals perceive reality is called ontological questions. 
Ontological questions ask how reality is created, if it is influenced by individual actions 
or if it is created of an external, objective reality of individuals according to Saunders et 
al. (2016, s. 127). There are two different ontological approaches; objectivism and 
constructionism. Objectivism is described as when we meet social phenomena in terms 
of external factors. Social phenomena that individuals use in their everyday lives are 
independent of social actors (Jonassen, 1991, p. 8-9). Constructionism, on the other 
hand, means that the phenomena are created by the interaction between social actors 
(Bryman & Bell, 2011, p. 21-22). 
 
The policies the banks have are not affected by the social actors and can thus be 
considered independent. As the lending policy is set by the bank and in not influenced 
by the individual lending officers, we believe that the objective approach is more 
appropriate for this study than the constructionist approach. 
 
 
2.4 Research approach  
 
In the study of positivism we can either use an inductive or a deductive approach 
according to Saunders et al. (2016, s. 51-53). Patel & Davidsson (2011, s. 23) describes 
research approach in what ways you can see the relationship between an inductive and 
deductive approach. They describe the deductive approach as something that 
strengthens objectivity of the research (Patel & Davidsson, 2011, s. 23). A deductive 
approach, according to Bryman & Bell (2011, p. 11), explains the relationship between 
theory and practice, the researcher designs the hypotheses based on the available 
knowledge, which can then be subjected to empirical scrutiny. A research with a 
deductive approach starts with describing theories that are relevant to the study and then 
present the hypotheses. After describing the hypothesis, it proceeds to collect data and 
results. When having produced the results it is time to find out whether to confirm or 
reject the hypothesis, which is done by analysing the results and then end the work by 
reformulating the theory (Bryman & Bell, 2011, p. 11). In an inductive approach, the 
researcher explains the consequences of the results for the theory behind the 
investigation. In these cases, the result is connected back to the theory (Bryman & Bell, 
2011, p. 11-13). By using an inductive approach, the researchers are not using the 
theories that already exist as a base for their study. In an inductive approach, you are 
finding new knowledge in the empirics from the research (Bjereld et al., 2009, s. 91).   
 
In our study, we have chosen to use a deductive approach. The deductive approach has a 
strong interaction with the positivist view of knowledge (Saunders et al., 2016, s. 146). 
Since we have a positivist view of knowledge and we have presented the theories we 
will base our study on, we think it is appropriate with an deductive approach. We will 
base our empirical on the hypotheses, since the empirical data will be compared with 
the theories and previous studies. Therefore, it is more suitable with a deductive 
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approach in this study. We will in this study explain the results using the theories and 
previous studies as a base, and therefore, this study will not contribute with new 
theories. 
 
 
2.5 Research method 
 
When conducting a study like this, it is possible to use three methods, qualitative 
method, quantitative method and a mixed method (Creswell, 2003, p. 18). Previous 
research has used all of these types of studies, although the majority have been using a 
quantitative study. Although all of these approaches are possible in this type of research, 
there are a number of aspects to consider. A quantitative study usually has an objective 
reality and tries to measure the quantitative research and is often collecting the data 
using surveys which will be possible to analyse and to draw conclusions from (Bryman 
& Bell, 2011, p. 26-27). The qualitative method, on the other hand, is often used in 
context when interpreting the results and when conducting exploratory research 
(Saunders et al., 2009, p. 323), such as interviews. However, since the aim is to be able 
to compare the responses of a larger amount of people and banks, a qualitative method 
would require many research hours and generally be more difficult to analyse and we 
will thus choose a quantitative study, where we will collect empirical data that we will 
be able to process and analyse. 
 
 
2.6 Source criticism 
 
In this section we will discuss and assess whether the sources we have used in our work 
are credible or not. The criteria we have and will look at in the sources are their 
authenticity, independence, concurrency and freshness as stated by Ejvegård (2009, p. 
71-73). 
 
Using the authenticity requirement, we look at whether the sources we have used 
understate real or false information (Ejvegård, 2009, p. 71). In order to avoid sources 
that provide false information, we have tried to use as many primary sources as 
possible. The papers we have used have been downloaded from well-established 
databases like EBSCO, Factiva, JSTOR, and Wiley Journals and which has been 
reviewed since they have undergone peer review. Therefore, we consider the sources 
used in this study to meet the authenticity requirement. When searching for the different 
articles there have been many different terms used all, which have contributed and built 
the foundation of this paper. Some of the terms we used was environmental lending, or 
bank lending and the environment, Sweden’s environmental objectives, and most 
importantly; sustainable lending. Other search terms used was bank lending criteria, 
green loans, company loans and, the Equator Principles. 
 
We have tried to use primary sources, but it is has not always been possible. The risks 
involved in the use of secondary sources are that the primary source could have been 
interpreted by the secondary source, and we make use of information that is not correct. 
This is something that in most cases is easily overcome by find the primary information 
source, read it and confirms that the information used is correct. This, we have done and 
in this way we have taken the independence requirement into account. The 
independence requirement determines the value of the source, and generally, we can 
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state that it is always preferable to use the original sources instead of the secondary 
sources (Ejvegård, 2009, p. 71). 
 
The sources we have included in our study are in most cases relatively fresh, although 
there are also some previous research that is still valid today that also have been used. 
According to Ejvegård (2009, p. 72) a fresh source is a newer source, and usually, a 
newer source is better than an old source. A newer source is more often than not, more 
updated although it still includes theories or information from older studies (Ejvegård, 
2009, p. 72). The discussions about the environmental issues are increasing for every 
year and it is getting more important to consider environmental issues in businesses, 
which is getting more attention than before. We thus believe it is important to use 
updated sources; studies from 20 years ago might not be updated enough. However, 
newer sources do not necessarily mean that it is better sources. Many new sources, such 
as Weber, et al. (2008), and Thompson & Cowton (2004), refer to older sources, 
because many older sources have suitable facts and information. 
 
Another important thing to make sure is that the information and facts provided has not 
changed over time. One of the things we want to study is whether there has been a 
change on how much the Swedish banks consider environmental requirements when 
lending to small and medium sized enterprises. To see if a change has occurred, we 
need to look at some older sources and understand how it previous was. At the same 
time, great emphasis has been placed on researching and reading recent studies to be 
informed and updated with recent findings. The environment is a topic that is becoming 
increasingly popular and relevant, by time it is becoming more important and gets more 
attention. This results in much new research being performed continually and thus 
increasing the importance of staying up to date with the existing research. 
 
It is also important to always conduct the study at the time of the event. The reason for 
this is because a person’s memory can fail by time and it is also common that people get 
a different view of a certain event the longer time it takes. This can be affected by 
various factors and the longer time it takes, the greater is the risk that the memory fails 
(Ejvegård, 2009, p. 73). 
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3. Theoretical framework 
 
 
The environmental objectives in Sweden are supposed to be achieved during the year 
2020 and we are getting closer. We are studying whether the Swedish banks are taking 
SMEs’ environmental responsibility into account in the lending process? And whether 
the Swedish banks familiar with the environmental objectives? If the bank is not 
considering this when granting loans, they are exposing themselves to unnecessary 
risks. At the same time, banks may lose potential customers if the criteria for granting 
credit are too hard to achieve, such that too many customers do not manage to achieve 
the environmental criteria. In this chapter, the theories that are used in the study are 
presented and the theoretical framework is developed which will provide the base upon 
which the analysis will be performed. 
 
 
 
3.1 Environmental risk 
 
Banks are exposed to various kinds of risks including credit risk, market risk, 
operational risk etc. but also environmental risk. According to Thompson (1998a, p. 
129), the environmental risk is difficult to define, as there is no standardized definition 
of what it is and what is included in the concept. The environmental risks of the global 
society are mostly defined as “a hazard that exhibits great scientific uncertainty, 
irreversibility, latency of effect, and low probability of a catastrophic outcome” 
(Gillroy, 1992, p. 221), while there are other possible definitions for other sectors in the 
market. Thompson (1998a, p. 129) defines environmental risk as something that can be 
divided into three parts; direct risk, indirect risk and reputational risk. Within banks, 
these three risks are thought to be of great importance in the lending decision. 
 
 
3.1.1 Direct risk 
 
The direct risk is defined as the exposure of risk that stems from the borrower harming 
or polluting the environment such that it becomes a cost for the bank (Thompson, 
1998a, p. 129, 1998b, p. 244, Thompson & Cowton, 2004, p. 200). After the 
implementation of CERCLA in the US in 1980 (Coulson & Monks, 1999, p. 4), and the 
Environmental Act in the UK in 1996 (Thompson, 1998b, p. 244), it became much 
more likely that in the event of one borrower contaminating a site, the bank could 
become liable for the clean-up costs. This would mean that the bank would have to pay 
for the damage of its borrowers. Although this has happened, and could happen again, it 
is not the most critical risk banks are facing today. In Fleet Factors’ case, they became 
obliged to clean the contaminated site of the bankrupt company; however, the likelihood 
of this happening in Sweden is relatively small. As the article by Lascelles (1992, p. 1) 
claims, there have been cases when the bank have gotten the responsibility to finance 
the clean-up caused by a borrowing company, but it is not something that happens on a 
daily basis. 
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3.1.2 Indirect risk 
 
The other environmental risk banks face is the indirect risk. This is the environmental 
risk of potential value or profit losses for the bank due to the acts of the borrower 
(Thompson, 1998a, p. 130; Thompson, 1998b, p. 245). These losses of profits could be 
caused by the large fines imposed on a borrower for not complying with the 
environmental regulations such as the disposal of hazardous waste and pollution. Other 
sources to the losses of income for the bank could be a decrease in the company’s cash 
flow (Thompson, 1998a, p. 130). As this risk is only affecting the bank indirectly, they 
are somewhat more difficult to predict. A company’s cash flow can depend on many 
things and a decrease does not necessarily suggest that they are performing poorly or 
even that it is due to environmental causes. The opposite might even be true. When a 
company is beginning a new project, it is common that the company’s cash flow will be 
much lower than expected, only to higher after some time. 
 
Because of the differences, this risk is therefore hard for the banks to measure, predict 
and to hedge for and it is thus making them more vulnerable. Thompson & Cowton 
(2004, p. 200) also notice the risk of the company going into bankruptcy due to the 
higher costs of environmental regulations. Although this is a risk that most banks are 
facing, it is something that is very difficult, or almost impossible to hedge completely 
against. Although the bank has high lending criteria’s, there will always be some 
possibility of the borrowing company going bankrupt. Moreover, possible new 
environmental regulations are almost impossible to predict.   
 
 
3.1.3 Reputational risk 
 
The reputational risk banks face is more related to losses of customers (Thompson, 
1998a, p. 130; Thompson, 1998b, p. 245), and thereby also profit losses. If the company 
that the bank is lending to is viewed publicly known as irresponsible and harming the 
environment, the bank might lose its customers due to the bank being associated with 
this company (Thompson, 1998a, p. 130; Thompson, 1998b, p. 245). This could be 
viewed as one of the more difficult risks for the bank to protect from, mainly because it 
is based upon the individual views of the customers. 
 
Another important factor to why this risk is more difficult risk to handle, Thompson 
(1998b, p. 245) states, is related to the bank’s portfolio of loans. The bank’s current 
portfolio of loans was formed in the past, with the views of that time. If a bank’s 
reputation is at risk today, it most likely stems from a loan granted in the past. When the 
environmental regulations become harder and harder through time, the customers’ 
views also change. It can also be difficult for banks to get rid of loans that are harming 
their reputation, the result is then that banks will try to phase out the bad loans and 
gradually replace them with new ones. However, the public’s views do not take this into 
account when forming their opinion, which makes the bank all the more vulnerable 
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3.2 Agency theory 
 
Agency theory is the theory of how the company can maximize their profits while 
individuals want to maximize their benefits. This could mainly occur when someone 
does something for another person without keeping the other person’s interests first. 
The theory assumes that a person pays someone else to maintain their own self-interest. 
What may happen is that the person who gets paid to do the work has its own interest 
and skips their duties to benefit themselves at the expense of another (Thomsen & 
Conyon, 2012, p. 16). According to Jensen & Meckling (1976, p. 307) the agency 
problems occur when a principal give an agent job assignments and also give the 
agency space to think themselves and take some kind of decisions. If both of them have 
their own interest, there is a risk that the agents will priority his/her interest and takes 
decisions after that. The principal can monitor the agent, to make sure he/she is taking 
decisions after the principal interest, but it cost to monitor the agent and still you can 
never be sure the agents will priority the principal’s interest. 
 
Jensen & Meckling (1976, p.308) say that there are three different types of agency 
costs. One type of agency costs is costs to monitor the agent. The other type of agency 
cost is how big risk the principal decides to take that the agency will not take optimal 
decisions for the principal. And the third type of agency cost is the difference of the 
decision the agent takes when they priority their own interest and what decision the 
principal would have taken if the agent would not have got the influence to take any 
decisions (Jensen & Meckling, 1976, p. 308).  
 
There is also other type of problems that affects the costs in one way or the other. 
Jensen & Meckling (1976, p. 333-334) talks about companies that are financed by 
credits. The problem is that shareholders in companies want to take higher risks than the 
debtor want to take. This is explained by the pecking order, companies priority their 
internal financing and then their debt. Investors say that they think that managers have 
overvalued the company and are taking advantages of that.  
 
Goss & Roberts (2011, p. 1800) argue for the agency problems decrease in companies if 
institutional investors finance them. Because the investors observe the companies, and 
the institutions observe the companies with a higher leverage even more critical. 
Therefore, the agency problem decreases.  
 
The reason we have chosen to include agency theory in our study is because the theory 
explain the agency problem that can occur between the creditor and the borrower, if the 
borrower do not consider the creditor's interest. This can be connected to the problem 
that banks are taking risks when lending to SMEs if they do not take environmental 
responsibility and are not honest about it, in our study. 
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3.3 Information asymmetry  
 
According to Akerlof (1970) information asymmetry means that there is divergent 
information between buyers and sellers. The seller is aware of the quality of a product 
and will not share this information when they know that this information might affect 
the buyer's decision of buying the product such as the quality of the product being lower 
than expected. It is hard for buyers to tell the quality of the product because there is a 
dishonest in the market which make it hard for buyers to say if it is good quality or not. 
The consequences of this are that it creates an adverse selection, the seller might put a 
higher price on the product with low quality and take advantage of the situation 
(Akerlof, 1970, p. 495). Adverse selection means that the agent has some information 
that the principal does not have (Thomsen & Conyon, 2012, p. 21-22) 16). This occurs 
in bank lending when borrowers differ with respect to repay their loans. The terms of 
the credit agreement can affect the average borrower, such as when a low-risk taker falls 
out of the market when the banks raise the interest rates (Bester, 1987, p. 887). 
 
According to Stiglitz and Weiss (1992, p. 163), loan contracts can result in adverse 
selection and moral hazard. Moral hazard arises when an individual or an institution 
does not suffer by the negative effects of their own actions. Thus, the individual or the 
institution gets an incentive and a tendency to act less carefully than they otherwise 
would. This fact negatively affects the other part in the transaction, but these negative 
effects are an externality if no account is taken of the moral hazard when the contract is 
concluded (Thomsen & Conyon, 2012, p. 21). In bank lending, moral hazard can 
happen because the loan contract can affect the behaviour of the borrower. Therefore, 
higher interest payments could make the borrower think twice whether or not they are 
willing to make a risky project with a high probability of failure (Bester, 1987, p. 887). 
Further, Akerlof (1970, p. 499-500) explain that the interest rate differs on the type of 
lender; in some cases the interest rate can be higher than other. The reason for that is 
that the creditor has lacking information about the borrower.  
 
When dealing with SME it is important to have information asymmetry in mind because 
there is not the same access to information about the SME as in larger businesses. This 
means that the SME, which is the seller, in this case, might have more information than 
the creditor. Taking this into account, it will make it hard for the creditor to be fair when 
doing an evaluation on the SMEs. This is related to Akerlofs (1970, p.499) arguments 
about information asymmetry, and we find it relevant to include information asymmetry 
into our study since we can connect it to our research and we have to consider this when 
performing our study. 
 
 
3.4 Credit rating 
 
According to Englund (1990, p. 388) the deregulation of the Swedish credit market in 
1985, Swedish banks have had the opportunity to take more risks. Swedish banks began 
focusing more on larger loans and took larger risks, which had its consequences in the 
form of higher loan losses. After the banking crisis in the 1990s the banks began to act 
more carefully again when granting loans and many smaller companies was even 
rejected. When the bank is lending there are some costs in terms of capital, 
administrative costs and possible credit losses. If the bank makes a misjudgement and 
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grant credit to a company that is not able to repay the loan, the bank is responsible for 
the credit losses and additional administrative costs. 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
Figure 1: The credit process.  
 
When lending money to SMEs, banks want to be reassured that the company can afford 
to repay the loan. Altman (1980, p. 814) mean there are many factors that determine 
whether the company will be able to borrow and these are presented in Figure 1. One 
important factor to take into account is the company's business plan. Through the 
business plan, the bank has the means to evaluate the business, how the future looks, the 
company's mission and budget. It is, however, not just the company's performance and 
business plan that affect how the company is doing. The type of industry the company 
operates in also affects the risk, which cannot be controlled by the company. Small 
businesses are most vulnerable to this type of risk because they rarely have the ability to 
spread their risks. 
 
Altman (1980, p. 814) also argue that the lending process includes an analysis of the 
company's financial materials by looking at different ratios like the financial solidity, 
profitability etc. This information can be found in the company's annual accounts, 
balance sheets and consolidated statement of income. In this process, the bank primarily 
determines whether the company would be able to repay the loan. Banks can easily 
check how the company performed in previous years, and compare with the current 
situation. However, this is difficult to measure in small companies without being unfair. 
Because small businesses situations are different, the figures in the annual report could 
be misleading. 
 
Banks have the opportunities and will need information to make an assessment of the 
company when granting loans in order to determine how much risk the bank exposes 
itself to if the loan would be granted. In Sweden there are different agencies that receive 
different information about the company that is public information. Through these 
agencies, banks have a chance to acquire information that can be analysed to determine 
whether the company will able to pay back the loan. These authorities include the 
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Swedish Companies Registration Office, Statistics Sweden, and the Enforcement 
Authority's and so on. In smaller companies, however, it could sometimes be difficult to 
find information since it requires more work and it is more difficult for banks to analyse 
them. 
 
In the credit report, the bank can find information about the company's ability to pay 
and willingness to pay, identification and factual information about the borrower, if the 
company has a debt at the Enforcement Authority's, various ratios, information about 
the board and so on (Kronofogden, n.d). Banks could also follow what is written about 
the company in the media. If something big happened at the company and the media 
have paid attention to it, it might be necessary for the bank to take this into account in 
its assessment. If the company goes along with it, you can also get information about 
the company from the auditors of the company. 
 
The Financial Supervisory Authority (FSA) is an authority in Sweden that primarily 
works to monitor the financial markets, what they do is to check that companies follow 
the rules that exist. They are also working to analyse risks in the financial system 
(Finansinspektionen, n.d.a). FSA has developed some general advices (Jansson, 2004, 
p. 1) where they have reported on how banks should manage the risks surrounding 
lending. This credit policy that was developed is a policy for banks to be used in the 
lending process. When the bank shall assess and analyse the information the bank has 
about the company, it is important that they make a fair assessment, both for the bank 
but also for the company. The bank needs to be convinced on corporate repayment 
ability from the company and for a good assessment of the bank's credit policy drawn 
up by the FSA is a good starting point. The credit risks the bank is exposed to can 
change over time and should be continuously monitored and updated (Jansson, 2004, p. 
1). 
 
 
3.5 Signalling effect  
 
The theory of the signalling effect is an old concept. In 1973, Michael Spencer wrote an 
article relating the signalling effect to the economic aspects (Spencer, 1973, p. 355). In 
this article, Spencer describes the signalling effect by the use of a simple example, 
namely the signalling effects between an employer and an employee searching for a job. 
The first issue that the employer faces in this situation is the fact the he do not know 
whether the employee will be productive or not, and he will not know the exact 
capabilities this person has (Spencer, 1973, p. 356). According to Spencer (1973, p. 
356-357), although this situation contains many uncertainties, it can also be seen as an 
investment opportunity for the employer however, it can also be compared to a lottery 
ticket. Spencer (1973, p. 357) defines two types of attributes that the employee can use 
in the job seeking opportunity; the indices and the signals. The indices are referred to 
the types of attributes that the employee is unable to change and alter, such as the type 
of education and gender, while the signals are characteristics that will be alterable for 
the employee, such as the way of behaving (Spencer, 1973, p. 357).  
 
According to Ogura (2005, p. 535) the signalling effect assumes that when something 
happens on the market or any action at all, this sends a signal to the other actors. 
Depending on the context, the signals created can be perceived very different. In the 
bank’s credit process, there are several signals that can be created and sent to various 
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actors (Ogura, 2005, p. 535). Agénor & Pereira da Silva (2012, p. 52) found a signalling 
effect between the raise of additional capital within the bank and the deposit rate. 
Although Minard (2015, p. 11) characterizes the signals between the firm and the lender 
as a “one-shot signalling game” where it is only the firm which sends signals to the 
bank, Ogura (2005, p. 535-536) found that one of the major signals within the credit 
process is the signals between banks, which are especially seen in the banks’ 
competition as can be seen in the study made by Engelbrecht-Wiggans et al (1983). 
When a company is applying for a loan, they are most likely to apply for the loan in 
many banks in hope of getting at least one loan. As this is commonly known in banks, 
the result is that if banks “win” the loan, they will also be victims of the so-called 
“winner’s curse”, which according to Broecker (1990, p. 431) and Ogura (2005, p. 536) 
is the knowledge that the rival banks has more information about the negative sides of 
the borrowing company. The banks making their credit assessment individually will 
cause this winner’s curse, and with the individual information they receive from the 
borrower. 
 
Banks can, however, also create signals in the opposite direction; that the company is 
better than expected, or as estimated by another bank, when they lend to them. Ogura 
(2005, p. 536) discussed that these signals created by banks are likely to have some 
effect on the market of loans. The competing banks perceives that the loan made to the 
company is a sign of a positive belief of the company, and likely to have more 
creditworthiness than perceived before (Lummer & McConnell, 1988, p. 99). Only the 
fact that the company received the loan makes them more attractive for the other banks 
when the time comes for renewing the loan. When the time comes for renewing the 
loan, the competing banks will perceive the company in a more positive way than they 
were the first time (Ogura, 2005, p. 536). This will, ultimately, affect the price of the 
loans in such a way that the competing banks will lower their interest rates in order to 
make the company choose them instead. In turn, the original bank will lower their 
interest rates too, in order to keep their customer. 
 
In this context of environmental bank lending, these signals are of great importance. As 
Minard (2015, p. 10) found that the firms are sending signals regarding their quality to 
the banks, this can also be true the other way around. When the bank is granting a loan 
to a company that is not taking any environmental responsibility they are, perhaps 
unconsciously, sending information to the market and the other banks that this company 
perhaps is better than they first thought. Even though the environmental actions of the 
borrower is not something the market, media and other banks are considering as their 
prime concern, it is an underlying assumption that the borrower is acting at least on an 
adequate level. The environment is usually something that is not a top priority, but if it 
enters the public domain that they are greatly harming the environment, it is something 
that could have great effect. If then, there would be a large scandal of one company that 
the bank has lent to; it could send signals to others that could harm the bank’s 
reputation. 
 
Therefore, as Minard (2015, p. 10) states, firms’ implementations of a certification such 
as the ISO 9001, could send signals to the bank of its higher quality and performance 
and this relationship was found to be strongest among the small companies. From this, 
one could see the similarities between these findings and the possible implementation of 
an environmental certificate. If a company would implement an environmental 
certificate, it could possibly send signals to the bank that this company is of “better” 
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quality than the other, not certified, companies, and thus also lead to a higher chance of 
receiving a loan.  
 
 
3.6 Fluctuating credit policies 
 
Ever since the banks introduced a credit policy, it has been revised and changed. There 
is always the need to adjust the policy so that it becomes as good as possible. However, 
there are a few underlying reasons for these changes. Rajan (1994, p. 399) states that 
one of the reasons for these changes, or fluctuations, are because there are changes in 
the borrower’s creditworthiness, such as the banks should never lend to a company that 
has a negative Net Present Value (NPV) of the project they are financing if they want to 
maintain the same credit policy. 
 
Rajan (1994, p. 400) also states that as the information of the bank’s loan portfolio is 
not provided immediately, the only thing the market has access to is the bank’s 
earnings. The bank then sees an opportunity to alter the perceptions of the market since 
they can change the credit policy such that it changes the earnings. According to Rajan 
(1994, p. 400), the bank will then try to hide the fact that they have lent money to bad 
companies by keeping a liberal policy, and the market might then perceive the bank as 
more profitable than it really is. However, as the bank’s current earnings look good, 
they are stuck in having a worse policy than it could, and they are postponing the 
problem of the future earnings. 
 
As this is a downward turning spiral, the bank has a need to tighten the policy once in a 
while. However, in order to do that they have to admit to worse earnings, which would 
send signals to the market that the bank is not performing as good as the other banks are 
(Rajan, 1994, p. 402). This could be a bad sign for the bank as they may lose borrowers 
because of it. Generally, a loss by a bank that is supposed to be a trustworthy and stable 
institution is only acceptable if there is a downturn in the market. The market would 
then not see one bank not performing, but many banks not performing. Of course, there 
would be differences in how bad the bank was hit, but nothing the market would react 
on. 
 
The question is whether Swedish banks would benefit by having a lending policy that 
includes environmental criteria’s as this tightens the credit policy. As many of the 
companies that are actively working for a better environment and to reduce the 
environmental degradation are new start-up companies, the banks have two choices. A 
few well established companies would not face any problems by incorporating the 
environmental criteria, but the majority would. This would of course depend on how 
liberal this policy would be, but if it is too tight it could result in many companies being 
rejected due to bad finances, and some due to not taking enough environmental action. 
This would then result in the bank having fewer loans, which means that they will have 
fewer earnings.  
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3.7 Sweden’s environmental objectives 
 
In Sweden, there is one generational goal, sixteen environmental quality objectives and 
twenty-four milestone targets (Environmental Objectives, 2013). The aim of the 
generational goal is to make the changes that should be done for one generation to 
achieve the environmental quality objectives. This goal concerns all actors in society 
and the environmental problems should not affect other countries negatively by 
exporting them to other countries (Environmental Objectives, 2013). In order to achieve 
the environmental targets of Sweden until the year 2020, Sweden has also created the 
environmental quality objectives (Environmental Objectives, 2013). To achieve the 
generation goal and environmental quality objectives, they have been framed by 
milestone targets, which help to clarify where the resources should be allocated 
(Environmental Objectives, 2013). 
 
 
3.7.1 The generation goal  
 
The generation goal is the overarching goal that Sweden has set up to meet in year 
2020. The goal is divided into eight different goals that should take one generation to 
fulfil (SEPA, 2015a), all of which can be seen in the figure below. These, somewhat 
vague, goals does not provide any guidance as for how to act in order to reach this nor 
does it specify what areas that are the most important to improve, which is why Sweden 
have decided upon 16 national environmental quality objectives (SEPA, 2015b).  
 

 
 
Figure 2: The generation goal.  
Information from the Swedish Environmental Protection Agency (2015a) 
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3.7.2 The national environmental quality objectives 
 
The national environmental quality objectives are what describes and specifies how 
Sweden’s environment should look like in the year 2020, and of what quality it should 
be (SEPA, 2015b). These objectives provide guidance for companies, municipalities 
and the government in their work for a better and more sustainable environment. The 
objectives are summarized in Figure 3 below and each of the objectives has its own 
issues and challenges that have to be overcome in order to be able to reach them.  
 

 
Figure 3: The national environmental quality objectives 
Information from the Swedish Environmental Protection Agency (2015b) 
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According to SEPA (2016), the milestone targets that were created “indicate steps along 
the way to the environmental quality objectives and the generation goal”. What this 
means is that in order to reach the environmental quality objectives and the generation 
goal, these milestone targets were created. Firstly, the milestone targets are divided into 
five different areas, which are based on the environmental quality objectives (SEPA, 
2016). These focus areas are reduced climate impact, air pollution, dangerous 
substances, waste and biodiversity (SEPA, 2016). Within every of these areas, there are 
one or several targets that Sweden aim to meet in the year 2020 which are specified in 
the figure below (SEPA, 2016).  
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Figure 4: The milestone targets  
Information from the Swedish Environmental Protection Agency (2016) 
 
 
3.7.4 The importance of companies 
 
The business world has a crucial role in making it possible for Sweden to achieve the 
environmental objectives. There are many companies that are actively working for 
environmental sustainability but there is, however, a lack of knowledge about the 
environmental objectives (Environmental Objectives, 2010). All companies affect the 
environment in one way or another. The impact, however, is different depending on the 
company and industry. Many companies take their responsibility and are actively 
working to improve their environmental performance by, for example, environmental 
management systems, life cycle assessment and environmental labelling of products. 
From an international perspective, there are many that agree that Sweden is managing to 
combine economic growth, reduced emissions and environmentally friendly technology, 
which has led to Sweden being a role model for many other countries (Environmental 
Objectives, 2009b). 
 
The reasons to why companies should improve and work on environmental issues are 
many. There are environmental laws that must be followed, and customers are 
becoming increasingly environmentally conscious and demand companies to have 
higher environmental standards. Companies also want to protect their brand, attract new 
employees, among other things. (Environmental Objectives, 2009a). All companies 
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Waste •Better resource management in the food chain 
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Biodiversity 

•Ecosystem services and resilience 
•Importance of biodiversity and the value of ecosystem services 
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Air pollution 
•Limited emissions of transboundary air pollution in Europe 
•Emissions of air pollution from maritime shipping 
•Emissions of air pollution from small-scale wood burning 

Dangerous 
substances 

•Particularly dangerous substances 
•Knowledge on the health and environmental properties of 

substances 
•Information about dangerous substances in articles 
•Development and application of the EU's chemical rules 
•More effective chemicals supervision in the EU 
•Non-toxic and resource-efficient ecocycles  
•Reducing children's exposure to dangerous chemicals  
•Greater environmental consideration in EU pharmaceuticals 

legislation and internationally  
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have a responsibility to take, regardless of size and industry, and should work 
systematically to reduce environmental impact while they have an economic growth. 
This means that companies must identify the most important environmental issues, set 
goals, and make different activities to follow up the improving work (Environmental 
Objectives, 2009c). 
 
Each year, the environmental quality objectives are followed up with annual reports, 
and an in-depth evaluation of each office. Every government agency is responsible for 
working to achieve and monitor the environmental objectives. In the environmental 
quality objectives’ follow-up, the measures are evaluated whether they are sufficient 
enough to achieve the objectives. The rating scale is yes, close or no, and the Swedish 
Environmental Protection Agency (SEPA) is responsible to compile the follow-up and 
report to the Government (Environmental Objectives, 2015). 
 
 
3.8 Previous empirical research 
 
Calderong & Chong (2014) conducted a study in which the research is about how banks 
work with environmentally sustainable loans. The study focuses on the SMEs as 
borrowers and examines how the companies are taking environmental responsibility and 
social responsibility while they have the loan. The problem formulation is, "How do 
banks that are engaged in sustainable lending evaluate if the SME borrowers continue to 
be environmentally and socially responsible throughout the term of the loan?". The 
banks which the study is based on are dealing with sustainable lending to SMEs. Four 
of the banks were European banks and one bank in situated in North America, and the 
result showed that the banks did not keep track of SMEs to ensure that they are 
sustainable during the time they have the loan. Banks do not have the instruments to 
reconnect and to ensure that SMEs meets fully the sustainability requirements. 
 
Cowton & Thompson (2000) conducted a study in which they researched the 
associations between codes of conduct and corporate behaviour. Code of conduct is 
something new in the business organizations, therefore, there is only a few studies 
conducted to see if the code of conduct is something that contributes to a higher quality 
of the companies or not. This study is therefore researching how banks work with 
principles, policies, procedures and guidelines they have. This is the banks that have 
signed a statement on banking and the Environment promulgated by the United Nations 
Development Programme. The conclusion of this study was that the differences 
between signatories and non-signatories of the UNEP Statement were not Extensive, but 
there were some statistically significant. 
 
The study conducted by Weber et al. (2008) examines how the European banks focuses 
and analyses environmental risks in different phases of the credit risk management, 
rating, costing, pricing, monitoring and work-out. The result shows that the banks 
integrate environmental risk during the rating phase but not in other phases of the credit 
management process, although it is recommended. Then the credit management process 
affects different phases of the credit management process. The study also showed that 
there is significance difference at the integration of environmental risks between banks 
that are signatories to the UNEP statement of banks on the environment and sustainable 
development and the banks that had not signed the UNEP. 
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Thompson (1998a; 1998b) discusses the environmental risks banks are facing when they 
are lending to companies and how large these risks are. He states that the environmental 
risks are difficult to define as they can be interpreted and measured differently. 
However, he does define three different categories of environmental risks, the direct, 
indirect and reputational risks. In order to determine and analyse the environmental 
risks that are facing banks from the lending to companies, Thompson (1998a, p. 131), 
compose a table listing the industries that are having a high environmental risk and 
those who do not. Using this table, he is then able to identify the high-risk industries 
and the low-risk industries from an environmental risk perspective. After this, he 
assessed the exposure of these risks to each individual bank and was able to draw the 
conclusion that the banks in the UK were having more high risk industry exposure than 
what could be expected. 
 
The environmental impact of our lifestyle has attracted attention recent years, although 
bank lending affects the environment and consumers have begun to act differently to 
avoid damaging the environment. Banks are required by law to understand what they 
expose the environment, even if they themselves do not have an interest in taking 
environmental responsibility. This study is conducted by Cowton & Thompson (2014) 
and examines the extent to which British banks incorporate environmental 
considerations in their business lending decisions, what environmental consideration the 
banks use when lending to companies, and what the banks think of environmental 
development in the reporting. The source of information used by banks when making 
corporate lending decisions are involving environmental considerations and the lending 
bank's view of developments in environmental reporting. The study is conducted in the 
UK and the results of the study show that it is important that banks look at the yearly 
annual report to see the corporate environment. The banks' main interest in protecting 
their loans, and tend not to cover broader forms of environmental disclosure. 
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3.9 Summary of theoretical framework 
 
We will introduce a short resume of the theoretical framework presented in Chapter 3. 
This resume illustrates how the theories connect to our study; whether the Swedish 
banks take SMEs’ environmental responsibility into account in the lending process? 
And are the Swedish banks familiar with the environmental objectives? 
 
Environmental risk 

• Banks are exposed to different kind of risks; some examples of risks are credit 
risk, market risk, operational risk etc. where environmental risk is one of these. 

• The environmental risk can be a direct risk, indirect risk or reputational risk in 
the lending process. 

• Direct risk 
·        The bank could become responsible for financing the clean-up of the 

lenders contaminated site. 
·        The creation of CERCLA and the Environmental Act in the US and the 

UK made it more likely that banks could face this type of risk. 
• Indirect risk 

·        The risk of potential value or profit losses because of how the 
borrower is acting. 

·        One example is when a company is going bankruptcy because of high 
cost due to environmental regulations. 

• Reputational risk 
·        The bank can lose customers if they are lending to companies that do 

not act environmental friendly. 
 
Agency theory 

• The banks are risk averse, which can cause a problem if the principal and the 
agent have different interpretations of “risk aversion”. 

• The credit officers are able to prioritize their own interest before the credit 
managers, which put the bank in a risky situation. 

• It is difficult and cost a lot to control everything the credit officer does. 
 
Information asymmetry 

• The company can have information that they do not want to share with the bank 
because it may affect their lending decision. 

• The company will not suffer by not sharing all relevant and important 
information they have. 

 
Credit rating 

• The Swedish credit process includes several parts such as evaluation of; 
·        The business plan, 
·        The person applying for the loan, 
·        The safety of the loan and whether the company will be able to repay 

it, and 
·        All other financial material. 
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Signalling effect 
• Whenever the bank makes a decision, this sends signals to the market that 

perceives these signals differently. 
·        These signals can cause the market to believe that a company that 

received a loan from the bank is performing better than it actually is. 
·        The winner’s curse is when the “winning” bank suspects that the 

competing companies have more information about the negative aspects 
of the company they have lent to. 

 
Fluctuating credit policies 

• The reason behind why the bank is changing their credit policy is because of a 
change in the borrower’s creditworthiness. 

·        The bank wants to give the perception of high earnings and thus keeps 
a liberal lending policy 

·        This is usually only postponing the problem to the future. 
·        In order to stop these liberal policies, the bank needs to tighten its 

policy, but they must usually wait until the market hits a downturn. 
 
Sweden’s environmental objectives 

• There is a lack of knowledge about the environmental objectives among 
companies. 

• Companies are heavily affecting the environment and should therefore take their 
responsibility. 

• There are laws and regulations on how the companies are supposed to work with 
environmental issues. 

 
Previous empirical research  

• Calderong & Chong (2014), this study examines how companies are taking 
environmental responsibility when they have meanwhile they have the loan.  

• Cowton & Thomson (2000), the research is about the relationship between code 
of conduct and corporate behaviour.  

• Weber et al. (2008), they examines how European banks analyse environmental 
risks in different phases of credit risk management 

• Thompson (1998a; 1998b), this study discusses environmental risks banks takes 
when lending to companies.  

• Cowton & Thompson (2014) are researching to what extend British banks 
incorporate envionmental considerations in their lending decisions to businesses. 

 
 
 
 
 
 
 
 
 
 
 
 
 



 26 

3.10 Hypotheses 
 
As this study has a deductive approach we have made theoretical hypotheses based on 
the theories we presented in Chapter 3, for us to be able to answer our problem 
statement and research purpose. Below, we set up all the hypothesis with an explanation 
and connection to the theory the hypothesis proceed from. 
 
Hypothesis 1: Swedish banks and environmental issues. 
The first hypothesis is that Swedish banks are taking environmental issues into account 
when granting loans to SMEs. Since Swedish banks are taking an environmental risk in 
three different ways, direct risk, indirect risk and reputational risk (Thompson, 1998a, p. 
129), we want to see if the banks consider it when granting loans to SMEs. This 
hypothesis would be one of the main questions we ask in this study; are banks 
considering the environmental impact of their lending to certain companies at all or are 
they very well aware of the impact, and to what extent do they act to reduce it? These 
are the questions we will be answering by this hypothesis. 
Hypothesis 1 is connected to the theory Environmental risk. 
 
H1: Swedish banks are taking environmental issues into account when granting 
loans to SMEs. 
 
Hypothesis 2: The importance of environmental issues over time. 
The second hypothesis is more focusing of the changes that have happened within the 
bank's’ lending process throughout the years. As Rajan (1994) argues about that the 
credit policy is changing and revised with, we want to find out if it is the same with the 
environmental policy and environmental responsibility Swedish banks take. With this 
hypothesis we want to examine if the bank's’ environmental responsibility has changes 
with time.  
This hypothesis is connected to the theory Fluctuating credit policies.  
 
H2: Swedish banks are taking greater account of environmental issues in the 
lending process through time. 
 
Hypothesis 3: Environmental lending policy. 
The third hypothesis is to test whether Swedish banks use an environmental policy 
when granting loans to SMEs or not. According to Spencer (1973, p. 355), there is 
signalling effects between social actors, and according to Ogura (2005, p. 536) there is 
signalling effects between banks. We want to examine if their credit policy include 
environmental aspects or if they have an environmental policy.   
Hypothesis 3 is connected to the theory Signalling theory. 
 
H3: Swedish banks have an environmental policy for granting loans. 
 
Hypothesis 4: Environmental lending policy and loan size. 
If banks have an environmental policy, we want to find out if the policy is for all types 
of loans or for a specific size of the loan. According to Englund (1990, p. 3889) 
Swedish banks had the opportunity to take bigger risks. This could have affected the 
crisis in the 1990s and after that, banks started to be more careful. With Englund’s 
arguments as a base we want to find out if Swedish banks are more careful when the 
loan is a bigger amount or if it is the same term for all loans regardless size of the loan.  
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Hypothesis 4 is connected to Credit rate.  
 
H4: This environmental policy applies to all loan sizes. 
 
Hypothesis 5: Environmental responsibility and interest rate. 
Continuing to the fifth hypothesis, we will ask ourselves whether Swedish banks will 
take any action if the company is not taking the environmental requirements seriously, 
and what these actions might be. According to the information asymmetry the interest 
rate differs and can be higher for some companies than other. The reason is lack of 
information (Akerlof, 1970, p. 499-500).  
Hypothesis 5 is connected to the Information asymmetry.  
 
H5: Swedish banks raise the interest rate if companies do not take any 
responsibility for the environment. 
 
Hypothesis 6: The environmental objectives. 
In hypothesis 6 we want to find out if Swedish banks are familiar with the Swedish 
environmental objectives. Our problem statement is says “are the Swedish banks 
familiar with the environmental objectives?” In order to be able to answer our problem 
statement we created hypothesis 6.  
Hypothesis 6 is connected to our problem statement.  
 
H6: Swedish banks are familiar with the environmental objectives for 2020. 
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4. Research method 
 
 
In this part of the paper we will present our research design. We will collect our data 
using surveys in order to answer our problem statement of if Swedish banks take SMEs’ 
environmental responsibility into account in the lending process? And if they are 
familiar with the environmental objectives? The data and results will then be analysed 
in the statistical software SPSS using t-tests and chi-square tests. Thereafter, we will 
create appropriate figures and graphs in order to display and analyse the results.  
 
 
 
4.1 Data collection  
 
One of the advantages with questionnaires compared to interviews is that questionnaires 
tend to have fewer open-end questions, and more closed-end questions (Rowley, 2014, 
p. 314). The closed-end questions are more difficult to create, but once they are done, it 
is much easier for the respondents to answer them. It is also easier and less time 
consuming to code and analyse the results in closed-end questions compared to open-
end questions (Rowley, 2014, p. 314). The risk of the respondents getting tired and 
answer the questions carelessly are not as big as in an interview, because it takes more 
energy to finish an interview than a survey. It is both easier and quicker to administer a 
survey compared to interviews since they can be sent out to thousands of people 
through Internet without any costs (Lefever et al., 2007, 575; Rowley, 2014, p. 314; 
Jones et al., 2008, p. 16). While interviews takes much longer time to fulfil, and it could 
cost to make an interview if there, for example, is a need to meet the person such as 
travelling costs, or telephone charges if the interview is through a phone call. An 
interviewer could also affect the answer from the respondent by characteristics, which is 
not as easily done in a survey. 
 
The disadvantages with a questionnaire is that the respondents, in most cases, cannot 
ask any questions if there is something that they do not understand (Rowley, 2014, p. 
314), and the respondent is also able to read through the whole questionnaire before 
starting to answer. This could result in the respondent’s answers not being completely 
independent of the other questions in the survey. By sending questionnaires you can 
never be totally sure that the right person is finishing the questionnaire since they easily 
can send it to someone else. It is also not profitable to have too long questionnaires, due 
to the risk of “respondent fatigue”. Thus, it is hard to have many questions and you 
might not have the possibility to ask all of your questions. The questionnaire is also 
easier for the respondent to ignore and not answer at all compared with an interview 
where the respondent feel more obligated to answer. 
 
In order to avoid this we will be careful with the formulation of our questions, and we 
also trust our respondents that they truly answered the questionnaires and do not send it 
to someone else to finish it. It is impossible to be completely sure about who is 
responding to the questions, but we do not have any reasons not to trust them and we 
have no possibility to control this. After considering whether use questionnaires or 
interviews, we have chosen to have a questionnaire and not interviews. 
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In this study we have chosen to use survey, the main reason for choosing survey and not 
interviews is because we want to include all Swedish banks that work with lending to 
SMEs in our study. We do not have the resources or the time to interview all Swedish 
banks that works with lending to SMEs. Therefore, we think the best way of collecting 
data is to use a survey in our study. If we had chosen only the biggest banks in Sweden, 
then it would have been better to use interviews, but in our case it will be too many 
interviews so we decided to have surveys in our study. The majority of previous 
research conducted in this area, have based their studies on a questionnaire sent out to 
several banks (Thompson & Cowton, 2004, p. 201; Weber, 2008, p. 152), although, 
some cases also uses face-to-face interviews (Campbell & Slack, 2011; Calderon & 
Chong, 2014) with the bank lenders instead. 
 
As this thesis is studying whether Swedish banks are using information on corporate 
environmental responsibility in the lending process, the number of respondents needed 
is large and this makes the use of a questionnaire more attractive. The questionnaire will 
be based upon the work of Thompson & Cowton (2004), which based their survey on 
Harte et al.’s (1991), which based theirs on Rockness & Williams’ (1988). According to 
Bryman & Bell (2011, p. 263-264), it is a good base to use previous questions that have 
been employed by other researchers when writing questions. By looking at previous 
questions we might get more creative and get new ideas of how to ask and formulate 
our questions. In the study by Thompson & Cowton (2004, p. 202) a postal 
questionnaire is used with the return being paid for. In spite of this, they only had a 
response rate of 40,4%. In order to achieve a higher response rate than that, we will be 
using a self-completion, email-based questionnaire, including a link to the questionnaire 
in an email that is sent to all respondents. The survey will be designed using Google 
Forms and since the responses will be electronically, we believe that there is a higher 
probability of a larger response rate since much of today’s work is based on the 
computer. Additionally, having all responses electronically from the start will ease the 
analysis which will be performed using the statistical program SPSS. In order to test the 
questionnaire, we will pilot test it before sending it to the banks. 
 
The results of a survey should not be affected by the researcher's expectations and 
characteristics in order not to have obvious defects and to check that the study is carried 
out correctly. To avoid this, we will double check whether the study is replicable and by 
that make sure the study was correctly performed. If the study is impossible to replicate 
you may question the results and the validity. Therefore, it is important to present the 
study's approach clearly and precisely to make it possible to replicate (Bryman & Bell, 
2011, p. 42-44). In order to increase the ability of other researchers to replicate our 
study, we will clearly present how we proceed in Chapter 4. 
 
 
4.2 Survey Design 
 
When designing our survey we took inspiration from Thompson & Cowton (2004) 
which conducted a similar study in the UK. The questionnaire they used was divided 
into different sections, dividing the different parts of the study, and since our 
questionnaire is based on this, it will also be contain different sections. In our 
questionnaire, we will begin by introducing our area of research and ourselves. There is 
a short resume of us, our background, what we study and the uses of the results. 
Additionally, there is an approximation of the required time it takes to complete the 
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survey, confidentiality and volunteerism. We do this in order to make the respondents 
feel safe answering the survey and to make them fully aware of what they are letting 
themselves in for. This information will be sent to the respondents before we send out 
the questionnaires, but to make it clear and not confusing, we have it in the 
questionnaire introduction as well. 
 
The first questions we ask in the survey are related to the respondent. All of the 
respondents are anonymous, therefore we do not ask about the name or similar personal 
information that can identify the respondents. We do ask our respondents which bank 
they are from, their gender, the age of the respondent, their current job description and 
how long they have been working in this position. All of this information will be useful 
later when analysing the answers since it is then possible to draw conclusions about the 
age distribution for example. 
 
After asking these neutral questions we would like to know more about the respondents' 
knowledge of environmental issues related to lending to small and medium-sized 
enterprises. Therefore, we ask whether they are familiar with Sweden's environmental 
objectives, this is question 8 in our survey and we ask this question to be able to answer 
hypothesis 6. We also want to know how much the bank contributed to the knowledge 
of respondents, which we ask about in question 9 in the survey to be able to answer 
hypothesis 1. The survey continue with question 10, where we ask if they have any 
particular environmental lending policy and this question is connected to hypothesis 3. 
For the respondents who answered yes in question 10 will continue to question 11, we 
ask if the environmental policy in the lending process is for a particular size of the loan, 
this question is connected to hypothesis 4. We also want to find out what the reason is 
for the bank to have an environmental policy when granting loans to SMEs, we ask in 
question 12 and this question is connected to hypothesis 3.  
 
After this, the questionnaire proceeds to questions about the way the bank handles 
businesses that do not take any responsibility for the environment or contrary to the 
terms the bank has. This is question 13 in the survey, we ask this question to answer 
hypothesis 5. As these companies are a risk for the bank, we will try to observe whether 
there have been any developments in how the bank operates and takes environmental 
responsibilities into account the when granting credit. To find this out, we have question 
14, which is to answer hypothesis 2. We want to find out how much weight does the 
bank place at avoiding lending to companies are not acting environmental friendly in 
different types of ways, we ask this question in question 15 and it is connected to 
hypothesis 1. Question 16 is to find out how much weight the bank places at lending to 
companies that is acting environmentally responsible in different types of ways; this 
question is connected to hypothesis 1. The survey is then finished by thanking them for 
participating in our survey and asks them whether or not they would like a copy of the 
paper and if there are any comments they would like to share to us. 
 
The questionnaire is mainly constructed with closed-end questions since these are easier 
for the respondent to answer which makes it more likely that they will complete the 
questionnaire. The answering alternatives will in most cases be yes or no options and in 
some cases they have to choose one option on a Likert scale of 1-5, where 1 is no 
importance and 5 is vital importance, as suggested by Likert (1932, p. 14-15). We have 
chosen to use these answering alternatives to make it as simple as possible for the 
respondents to answer the questions, and at the same time it is easier to analyse the 
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results. There are some questions where the respondent will need to write down their 
answer, such as their age, which bank they belong to and if they have any additional 
comments. This is because it is impossible to have different alternative as their 
comments on our survey or study and is easier to let them write down which bank they 
belongs to than writing down every Swedish banks as alternative. At the same time 
these questions are not the main questions that will be analysed in order to answer our 
problem statement. These questions are more background questions which is why we 
thought it was more convenient to let the respondents write down their answers. 
 
In order to get in touch with our respondents, we started by sending an email where we 
introduced our self and our study. We sent this email to inform the different banks who 
we are, what we are doing and also to make them feel comfortable answering our 
questionnaire and we wanted to make it clear that they are anonymous and that it is 
voluntary to answer. It is important that the right persons are answering the survey; 
otherwise we will not get a result that matches the reality. Therefore, we asked the 
person who received the email to refer us to the person that is more appropriate to 
answer the survey.   
 
In some cases the people received that were sent the email will not answer the email. 
This does not have to mean that the person is not interested or do not want to participate 
since some do not have the time or just forget to answer the email. When the 
questionnaire has been out for one week we will send an additional email in order to 
remind the respondents of the questionnaire in case they had forgotten it.   
 
The questionnaire is sent by email to our respondents and it is created in Google Forms. 
When we have received the answers from the respondents we will analyse the results in 
the statistical analysis software SPSS. Internet based surveys are very convenient as 
there is much time saved in the process of creating the survey in Google Forms, sending 
it to the respondents by email and analysing with SPSS. Making the survey, printing it 
out and sending it by mail, letting them answer it and send it back to us would take 
much more time. We would also have to convert all the answer manually to the 
computer in order to analyse it, which would also take much more time. With the 
technology we have today, however, it is possible to do everything by the computer. 
 
Before sending the questionnaire, it was pilot tested in order to discover any weaknesses 
and faults in the questions. The pilot study was performed on a number of bank 
employees in Sweden. They were sent the preliminary questionnaire and were asked to 
both answer it and comment on the layout and the wording of the questions, as well as 
the type of questions used. When we received the pilot study, we made a few changes 
after their suggestions such that the study would contain fewer misinterpretations and 
issues, as well as making the questionnaire more comprehensible. After the changes 
were made, the final version of the survey was sent to the total population of 75 
Swedish banks and this finalised version can be seen in Appendix A. 
 
 
4.3 Population and access  
 
Since this study is targeting all of the Swedish banks and is sending the questionnaire to 
all of these banks, we have a total population and have no need for sampling. Since not 
all Swedish banks are involved with SME lending, we have only chosen the banks that 
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do, however, this is still to consider a total population since the other banks are not part 
of our population. When the banks were identified, we started to find contact 
information for the banks on the bank’s website and we then contacted the person we 
found most appropriate to answer the questionnaire. 
 
The population we have chosen is Swedish banks that have a department that works 
with the lending to SMEs. Banks that does not work with lending money to SMEs is not 
a part of our population. We have found all of the Swedish banks from Swedish FSA 
(Finansinspektionen, n.d.b), and thereafter, we visited all banks’ webpages in order to 
see whether they are working with lending to SMEs or not and then look for the right 
person to contact. In some cases it was difficult to find the contact details of the right 
people within the bank. To be able to find the most appropriate person, that is, a senior 
manager, credit manager or something similar we asked if the person we contacted 
could direct us to someone that would be able to answer the survey, such that we would 
be sure that we get in contact with the right respondents in each bank. We sent the email 
to several people within the banks in order to increase the chances of getting in touch 
with the right person. 
 
75 Swedish banks were contacted, such as joint-stock banks, including Sweden’s four 
largest banks, savings banks and member banks. The major reason for this selection is 
to get an as broad picture of the Swedish SME lending as possible. Although the 
number of banks are quite large, the survey was sent to all 75, and thus, creating a total 
population. However, due to some respondents not receiving the email due to several 
reasons, the total number receiving the questionnaire were 62. In Sweden, there also are, 
however, foreign banks operating to some extent in Sweden, but they are not Swedish 
banks although they are present in Sweden. Because of this, the foreign banks were not 
contacted for this study. Due to this total selection, there is no need to use any sampling 
method and this will also lead to the results being less faced with biases that could rise 
from bad or inappropriate sampling. 
 
 
4.4 Data analysis 
 
To analyse the data, all of the data will be inserted into a spread sheet in SPSS. After 
this, the data variables will be divided into either one of two groups; categorical or 
numerical. The numerical variables will contain the type of variables that have a set 
distance between the data, such as the age of the corporate lender. The other type of 
variable, categorical, will contain the variables that we are not able to measure in a 
numerical way, but will have to be categorized in another way, such as why and why 
not some lenders are doing certain things. The many multiple choice questions that this 
study consists of are mainly within this category of variables as the answers range from 
1 to 5 on a Likert scale in most cases. 
 
We will also be using different sub-categories such as ordinal, nominal and 
dichotomous variables. As the categorical variables are hard to analyse in a statistical 
way, they will have to be coded in order for us to analyse the data easier. Although 
many of the questions are using the Likert scale, which is an ordinal variable (Norman, 
2010, p. 627), the method of analysing this data is debated. According to Kuzon et al. 
(1996, p. 265-266) one of the deadly sins when analysing data is to analyse ordinal data 
using parametric analysis such as t-test since it could give rise to some biases in the 
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results (Jamieson, 2004, p. 1217), or that it does not make sense to conclude that the 
average response is “fair and a half” (Kuzon et al., 1996, p. 266). However, still this is a 
common practice among many researchers (Carifio & Perla, 2008, p. 1150-1151). 
According to the more recent study by Norman (2010), using parametric statistics for 
analysing the results from Likert scale data will not necessarily give rise to biases. 
Neither does the data from Likert scales have to be normally distributed in order to be 
able to be used due to the Central Limit Theorem (Norman, 2010, p. 628), which was 
originally discovered by Shannon (1948) and later proven by Barron (1986). Due to the 
findings of the study conducted by Norman (2010), we will analyse the data from these 
questions using parametric statistics.    
 
The data will be analysed using both t-tests and chi-square tests, depending on what 
type of data it is. Many of the multiple choice questions we are asking in our 
questionnaire will be able to be analysed using either of the two tests. When analysing 
the results of this study we will use the t-test and the chi-square test. Depending on what 
is being analysed, one can use either the one-sample t-test or the 2 independent sample 
t-test (Wetcher-Hendricks, 2014, p. 161). When using the one-sample t-test we only 
have one dependent variable and no independent variable, and in this study we will use 
this test to see whether the means of the responses we have are significant and whether 
they can be generalizable to the whole population (Wetcher-Hendricks, 2014, p. 165). 
The 2 independent sample t-test, on the other hand, will be used for the analyses of one 
independent variable that has two groups (Wetcher-Hendricks, 2014, p. 169). This test 
will be used when the comparing the means from the groups of either having or not 
having an environmental lending policy within the bank. As the t-test is used for 
analysing interval, it should not be used when analysing the results from the Likert scale 
questions (Kuzon et al, 1996; Jamieson, 2004). However, Norman (2010) found that 
this is not true and therefore we will use the t-test for analysing our results. All of the 
statistical analyses will be performed on the 95% confidence level, which means that a 
test value below 5% will be seen as significant (Bryman & Cramer, 2005, p. 176). 
 
The chi-square test will be used as for analysing the categorical variables such as the 
yes or no questions, and other questions where the choices cannot be arranged in a 
specific order (Wetcher-Hendricks, 2014, p. 8-9). By using the chi-square test, we will 
analyse whether there is a relationship between the knowledge of the Swedish 
environmental objectives for the year 2020 among the Swedish banks and whether the 
banks have an environmental lending policy or not, in order to see if there are any 
significant relationships (Bryman & Bell, 2011, p. 355). The same test will be used for 
analysing whether there is any significant relationship between the knowledge of the 
environmental objectives and whether the bank arrange courses about environmental 
issues regarding SMEs, and if there is any relationship between having an 
environmental lending policy or not and how they handle the SMEs that does not care 
for the environment. The chi-square test is, just as the t-test, at the 5% level, which 
means that we have a confidence level of 95%. As an addition to the chi-square test, we 
will also use Cramer’s V as to analyse how strong the relationship is between the two 
variables. Cramer’s V is a value between 0 and 1 where a value close to 0 symbolises 
weak relationship and a value of 1 symbolises a strong relationship (Rea & Parker, 
2014, p. 217). 
 
After all data have been inserted into the analysis software, we will be creating several 
figures and tables in order to be able to analyse the results more easily. From these 
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figures and tables, we will then be able to draw conclusions about the different 
outcomes, and we will thereafter be able to generalise the results to all of the Swedish 
banks. The results of the multiple choice questions will be presented using a table with 
each choice having a mean score and the standard deviation. In this way it is easy to see 
the distribution of the responses and to analyse what is more and less important for 
Swedish banks. 
 
Alternative methods of analysis we have considered using is making a regression 
analysis to analyse the results. The regression line would be our hypothesis, assuming 
that there is a linear relationship between the variables. By making a significance 
analysis, we make a hypothesis testing we will find out if the reality is the same as our 
regression line. Even in this case, we would use SPSS to analyse the results. The 
difference is that we would use the program to calculate the p-value to see how much of 
a difference there is between the value we expected and what we observe as we get a 
random sample. Depending upon the p-value we would get, we determine if the null 
hypothesis is significant or not and can then determine whether the null hypothesis 
should be rejected or not. The null hypothesis is not significant if the p-value exceeds 
5% (Wetcher-Hendricks, 2014, p. 110-111). 
 
We chose not to avail ourselves of this method; we chose to analyse the results that we 
described earlier. By using SPSS to make statistical tests and then make tables and 
figures and finally answering our hypotheses after the results we got from the survey. 
We chose this method because previous studies done in this way, Thompson & Cowton 
(2004), and we thought it was a more structured way for us to analyse the 
results.  Additionally, due to our chosen variables, the regression analysis is not 
completely appropriate. This method of analysis is mainly used when having one or 
more independent variables, and not any or only one as in this case (Wetcher-
Hendricks, 2014, p. 244-245). In this study, we will use statistical analysis both without 
an independent variable, and one independent variable with several categories, or 
groups. Thus, the regression analysis would not be the appropriate method for this 
study. Since our objective is to find out whether the Swedish banks are incorporating 
the environmental responsibility of SMEs in the lending decision and process, and 
whether they are familiar with the environmental objectives, the regression analysis 
would prove hard to conduct. 
 
Regression analysis is also more of a tool to use when a more in-depth analysis with 
more variables. If the main focus on the study would be what makes the banks use or 
not use the environmental objectives and companies’ environmental responsibility when 
lending to SMEs, then the regression analysis might be a better option when analysing 
the results. In our study we are more interested to answer if Swedish banks are 
considering the environmental responsibility of SMEs in the lending process to SMEs 
or not and some of the respondents’ thoughts to why. Therefore, we concluded to use 
make tables and charts and then answering our hypothesis with mean values, standard 
deviation, chi-square tests, t-tests and Cramer’s V. 
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4.5 Statistical treatment 
 
This method of this study could result in some biases, however. Firstly, the 
questionnaire itself can give rise to certain biases since we are not giving the 
respondents the questionnaire personally, but are conducting it online. Thus, we will not 
be completely sure that the right person has answered the questions. Moreover, we will 
not be sure of the complete accuracy of the replies. Although the questions have been 
designed in such a way that it does not lead the respondent into answering in a certain 
way, the respondents can still answer of how the bank aim to work, and not answer how 
they actually work with these things. 
 
Some researchers have found that the questionnaires are more likely to be fully filled in 
if they are handed to the respondents personally. However, as all the banks are located 
in different parts of Sweden, the cost and time associated with this makes it impossible. 
After having received all the responses, we will be looking whether this response rate 
will make it possible to generalize to the whole population in order to decrease the 
possible biases. 
 
Another possible bias could come from the process of coding and inserting the data into 
the analysis software. Although it is generally not undertaken by all researchers due to 
its time consuming nature, we will take the time to check our data for errors that could 
have happened before we start to analyse the data. We will mainly look for misspellings 
and numbers inserted incorrectly as these are the most usual errors in this type of 
research. However, as the majority of our data will be downloaded and inserted directly 
into the analysis software, decreasing the likelihood of many errors. 
 
Once the data is properly inserted into the analysis software, the next step is to calculate 
the mean and standard deviation of the responses, much like Thompson & Cowton 
(2004, p. 201) does. In this study, this will mainly be done for the multiple choice 
questions where the answers lie on a Likert scale somewhere between zero and five, and 
will aid us in drawing conclusions about the results of the analysis and it will also show 
whether there is any homogeneity in the answers. 
 
Non-response bias is potential respondents that did not participate in the selection and 
because of that. It is still important to present them in the paper by telling how big the 
non-response bias is and what the reason could be that they did not answer the survey. It 
is important to be aware of how the non-response bias can affect the results of the 
survey (Lantz, 2014, p. 173). Totally we have 48,4 % non-response bias, however, 
according to Babbie (1973, p. 165) it is an adequate level. Therefore, we think our 
response rate is still representative for the population.  Of those who did not respond our 
survey, some of them sent us an email with explanation to why they will not answer our 
survey. A great majority of those who did not answer our survey did not have time. This 
is understandable since they are managers and their daily routines are hectically. A few 
could not answer our survey because they were on courses with their job, and some of 
them were on vacation. 
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4.5 Ethical considerations  
 
As this study is based on an email questionnaire, the individual email addresses are 
needed in order to distribute the questionnaire to all the respondents. However, once the 
questionnaire has been sent, the answers will be completely anonymous and not 
traceable back to the person answering the questionnaire. The mailing lists will not be 
disclosed such that the respondents that get the questionnaire will be anonymous, and 
due to ethical constraints, we will not be disclosing any personal information 
whatsoever. The responses from each bank will not be used as to not reveal any 
corporate secrets. In order for the study to be ethical, we try to fulfil all four criteria’s of 
ethical aspects, the information requirements, consent requirement, utilization 
requirement and confidentiality requirement as they are defined by Ejlertsson (2014, p. 
32). 
 
The information requirement means that the participants of the survey need to be able to 
decide if they want to participate in the survey or not. We began by sending out one 
email just to inform the various banks about the study and about us. In this email, we 
were very clear that they would be anonymous, and what the results will be used to. 
This is to make them feel comfortable and be fully aware of what they are participating 
in. In this way, we took the information requirement into account when getting in touch 
of the respondents. In the same email we sent out the participants had the opportunity to 
say no if they were not interested in participating in the survey. Those who chose to 
participate in the survey took their own decision independently, without feeling 
pressured. We chose not to try to convince those who were not interested; by not 
forcing them or trying to convince them to participate we did consider the consent 
requirement. The utilization requirement means that the data we get can only be used 
for the purpose of the survey. The result we get from the surveys will be used only to 
our study and to answer our problem statement and nothing else. Therefore, we believe 
that we have considered the utilization requirement in our study.  

In order to establish an initial contact with the respondents, their email addresses were 
used making us know their names and identities. Thus, one could argue that the 
confidentiality requirement is not fulfilled. However, in the survey we did not ask 
questions that could be tied directly back to the respondent, and we have only asked for 
the necessary information. Hence, we are not using questions in our survey that can 
identify the participants, which the confidentiality requirement claims, and we do not 
have any possibility to trace the answers back to respondent. The email addresses that 
were used to establish this initial contact are confidential and will not be used for any 
further purposes and will be erased once the study is complete. Thus, we can say that 
the confidentiality requirement is fulfilled. 
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5. Result & Analysis 
 
 
In this chapter, we present the results of the survey. Overall, we contact 75 Swedish 
banks of which 62 actually received it without problems and 32 employees of different 
Swedish banks responded to the survey. The results are declared below in section for 
each of the hypotheses stated in section 2.7.  
 
 
The results of the survey will be presented by first presenting the gender distribution 
and what roles the respondents have at each Swedish bank. This is made by using 
graphs, tables and comments. Then we will show the results of our hypotheses, and we 
will present one hypothesis at a time combined with tables and figures. We will present 
a comments and analysis for each hypothesis. We want to investigate if Swedish banks 
take the companiy’s environmental responsibility into account when granting loans to 
SMEs, therefore we contacted the Swedish banks around the country. With 32 answers 
on the questionnaire after reminder e-mail had been sent out, we had a response rate of 
51,6%, which can be considered adequate according to Babbie (1973, p. 165). 
 
To analyse the results and to answer our problem statement, we have, as mentioned 
above, used different dimensions. The statistical measurements we used in this part of 
the result are the standard deviation, mean-value, one-sample and 2 independent sample 
t-test, the chi-square test and Cramer’s V. Previous studies (Thompson and Cowton, 
2004), used some of these measurements as well to analyse their results. Therefore, we 
consider it appropriate to use these measurements after discussing different type of 
ways to analyse our results. Mean value is the average of a population or a sample. 
Standard deviation is within a statistical measure of how much a value from a 
population deviates from the mean. In a t-test seeks to compare two different 
populations of normal distribution when you do not know exactly what the standard 
deviation is. Chi-square test is used in the hypothesis testing, it tries one of the instances 
to different outcomes, and looks like the hypotheses you have in the study. 
 
 
5.1 Descriptive results 

 
Figure 5: Gender distribution of the respondents. 
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As we see in the Figure 5 above the number of respondents who are men dominates in 
this study. Overall, we have 75% of the respondents that are males and 25% are 
females. This might imply that there are more men than women in managerial positions 
in Swedish banks. 
 
Table 1: Age and average number of years in current position.  
 Number of participants Minimum Maximum Mean SD 
Number of       
years1 32  1 7 3,06 1,831 
Age 31  37 63 48,61 8,065 
1Number of years lies in a scale from 1 (0-2 years) to 7 (more than 20 years). 
 
In Table 1 you can see that the youngest respondents are 37 years old and the oldest 63 
years old. The reason we do not have any respondents who are under 30 can be because 
we only have sent out questionnaires that have managerial positions. Those who have 
these positions at banks, they are often a bit older and more experienced. The average 
age of those who responded our survey is 48 years old and the standard deviation is 
8,065. Of those who responded our survey, the person who had worked for the longest 
time in the same position worked for 7 years. The person who worked at the same 
position the shortest time worked for 1 year. The mean value is therefore 3,06 years in 
the same position, the standard deviation is 1.831. 
 

 
 
Figure 6: Job titles among the respondents.  
 
As we mentioned earlier, the respondents to the questionnaire are managers who work 
in departments, which deals with lending to SMEs. Given that there are different titles 
that work with these kinds of issues, and in some cases the same position have different 
name in different Swedish banks. Therefore, we asked our respondents what position 
they have in the bank. According to Figure 6 above, 38% of the respondents are credit 
managers, 28% are so-called "other" which means a different kind of manager, 25% are 
head of department, 9% of respondents are working as a credit expert. We had no one 
that worked as a Chief Risk Officer, sustainability manager or environmental manager. 
This might be because the banks do not have an employer that only works with 
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environmental questions. Instead they might have managers that work with 
environmental in their fields.  
 
 
5.2 Results of H1 - Swedish banks and environmental issues 
 
The first hypothesis (H1) we have in this study is that Swedish banks are taking 
environmental issues into account when lending to SMEs. Connected to question 
number 14 in the survey which can be found in Appendix A, we performed a one-
sample t-test. The results on this t-test can be seen in Table 2 below.  
 
Table 2: Reasons for avoiding lending.  
How much weight does the bank place at avoiding lending to companies  
that are:  Mean SD t 
Very involved in the manufacture or sale of pesticides 3,18 1,188 0,8017 
Very involved in the manufacture or sale of ozone- 
depleting chemicals 3,71 1,049 3,5815* 
Very involved in the manufacture or sale of tropical  
hardwoods 3,75 0,887 4,4742* 
Contributing a lot to the high levels of pollution or the use  
of scarce natural resources 3,93 0,979 5,0267* 
Involved in the nuclear industry 3,79 1,166 3,5852* 
*p<0,05. Assuming a population mean of 3. 
 
As the table shows, the assumption is that the population mean is 3 (M = 3). The table 
shows that there is a significant difference between the actual sample mean and the 
assumed population mean in all of the alternatives except one. The t-value of the first 
alternative (t = 0,8017) had a p-value above the 0,05 level (p>0,05) with a value of (p = 
0,43). However, the other four alternatives did have a higher t-value, and thus also a 
lower p-value (p<0,05). The alternative that a company is very involved in the 
manufacture or sale of ozone-depleting chemicals had a mean of (M = 3,71) and a 
standard deviation of (SD = 1,049). The t-value of this alternative is rather high (t = 
3,5815) and has a low p-value (p = 0,0013). The alternative of a company that is very 
involved in the manufacture or sale of tropical hardwoods had a mean of (M = 3,75) and 
a standard deviation of (SD=0,887). As also can be seen in the table, the t-value is (t = 
4,4742), and the p-value of (p = 0,000125) is lower than the 0,05 level (p<0,05). When 
a company is contributing a lot to the high levels of pollution or the use of scarce 
natural resources we can see in the table that it has an even higher mean of 3,93 and a 
standard deviation of (SD = 0,979). The t-value is also high (t = 5,0267) and it has a p-
value of (p = 0,019) which also is below the significance level of 0,05 (p<0,05). The 
alternative of companies that are involved in the nuclear industry had a mean score of 
(M = 3,79) and a standard deviation of (SD =1,166). The t-value is 3,5852 and the p-
value is 0,0013, which is below the significance level (p<0,05).  
 
Another one-sample t-test was also performed by using question 15 in the survey. The 
results of this t-test can be found in Table 3 below and illustrates the reasons for why a 
company might want to lend to a SME. 
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Table 3: Reasons for why the bank might want to lend.  
How much weight the bank places at lending to companies  
that are: Mean SD t 
Exhibiting a high level of environmental awareness (eg. in 
the use of natural resources and/or limiting pollution) 3,5 0,777 3,5246* 
Having an environmental liability insurance 3,03 1,066 0,1542 
Having a formal environmental control unit 2,97 1,189 -0,1382 
Using environmentally friendly technology 3,23 0,898 1,4029 
Registering their products with an eco-label 2,87 0,973 -0,7318 
Promoting the recycling of their products,  
by-products and waste 3,2 0,925 1,1843 
Striving to minimize energy consumption and the use  
of materials harmful to the environment 3,3 0,794 2,0695* 
Meeting all environmental requirements 3,73 0,98 4,08* 
Including environmental protection in their main activities 2,97 1,017 -0,1589 
Including alternative energy sources in their main activities 2,83 1,02 -0,9129 
Including the production or environmentally friendly  
products in their main activities 2,93 1,015 -0,3778 
Including environmental consultancy in their main  
activities 2,47 0,973 -2,9835* 
Including the recycling of waste in their main activities 2,8 1,095 -1,000 
*p<0,05. Assuming a population mean of 3. 
 
This table also contained the assumption of a population mean of 3. We can see in this 
table that the majority of the alternatives had p-values above the 0,05 level (p>0,05) 
meaning that we cannot reject the assumption. However, the alternatives that the 
company is exhibiting a high level of environmental awareness had a mean value of 3,5 
and a standard deviation of 0,777. It has a higher t-value (t = 3,5246) which thus gives a 
p-value of 0,0014, which is far below the level of significance (p<0,05). Also the 
companies that are striving to minimize the energy consumption and the use of 
materials harmful to the environment have a high t-value (t = 2,0695) a p-value slightly 
below 0,05 (p = 0,0475). This alternative had a mean score of 3,3 and (SD = 0,794). 
The alternative of companies that are meeting all of the environmental requirements had 
a mean value of 3,73 and (SD = 0,98), a high t-value (t = 4,08) and a low p-value (p = 
0,00032). The last alternative, when the company is including environmental 
consultancy in their main activities scored a mean value of 2,47, SD = 0,973, a 
relatively low t-value (t = -2,9835) and a low p-value (p = 0,0057). 
 
 
5.2.1 - Analysis of H1 - Swedish banks and environmental issues 
 
In our study, we aim to answer the question of whether Swedish banks are taking the 
environmental impact of the SME they lend money to and whether they are familiar 
with Sweden’s environmental objectives for the year 2020. When the Swedish banks are 
taking decisions whether to grant or deny a loan to SMEs they make an assessment of 
the company. Various factors weigh different amounts of the assessment, to find out 
which factors banks prioritize and what factors they do not see as important (Altman, 
1980, p. 814). We asked the respondents how much importance they attach to different 
factors during the lending process. To answer our first hypothesis; banks are taking 
environmental issues into account when lending to SMEs, we asked a number of 
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questions in the questionnaire related to this. The first question that was tied to 
answering this hypothesis was how much weight the bank place on avoiding lending to 
companies that does not fill certain criteria’s. The multiple-choice questions contained 
several examples of manufacture of sale for certain products and waste. The 
respondents were then asked to evaluate whether this was an important factor for 
rejecting the loan to the company or not. The scale ranged from 1, which was not 
important, to 5, which was of vital importance. 
 
As we can see in Table 2, the majority of the alternatives in the question were of 
importance when granting a loan to a company. However, one alternative stands out to 
be of slightly more importance than the other. In our results, we see that the SMEs 
which contribute a lot to the high levels of pollution or the use of scarce natural 
resources, are companies that Swedish banks avoid the most when granting loans. The 
mean value of 3,93 is higher than any of the other alternatives, and it has a standard 
deviation of 0,979. This answer was also found to be significantly different than our 
assumed population mean value of 3 (M = 3) in the 5% level (p<0,05) when conducting 
the one-sample t-test as it had a p-value of 5,0267 (p = 5,0267). Other factors for why 
the bank may be reluctant to, or avoid, granting the loan is if the company is very 
involved in the manufacture or sale of tropical hardwoods which also was found to be 
significantly different than our assumed mean in the 5% level (p<0,05) as it had a p-
value of 0,000125. Which is far below the 0,05. Another factor that we found 
significantly different than our assumption mean was the company’s involvement in the 
manufacture or sale of ozone-depleting chemicals. This alternative had a p-value of 
0,0013 which also is far below the level of significance. Continuing, we see that banks 
are also more reluctant to lend to companies that are involved in the nuclear industry as 
they had a mean value of (M = 3,79) and the p-value was 0,0013 which is also below 
the level of significance (p<0,05), which in this case means that there is a 0,13% chance 
of observing this large difference between our sample and the entire population only 
due to random variability.   
  
Although all of the alternatives have a mean-value above the middle value of 3,00. 
However, all of the alternatives but one was found to be significantly different from 3. 
Thus, we can see that these other four options are of slightly more importance than the 
first answer option ”very involved in the manufacture or sale of pesticides”. This is 
slightly lower than the rest of the answer options. Thus, we can draw the assume that 
Swedish banks view the manufacture or sale of pesticides and involved in the nuclear 
industry as of slightly less importance than the other alternatives since all of the other 
alternatives was found to have a higher mean value than 3, while this option did not.  
 
The second question that was tied to answering our first hypothesis was how much 
importance banks perceived it to be when lending to SMEs that were better in an 
environmentally point of view. In Table 3 we can see that the Swedish banks are more 
likely to grant a loan to an SME that meets all environmental requirements. This 
alternative received the highest mean value of 3,73 and a standard deviation of 0,98. 
From Table 3, we can also see that this has the highest t-value of 4,08. As this gives us a 
very low p-value of 0,00032, which is far below the significance level (p<0,05), we can 
reject the assumption that the population mean is 3. This results shows that this mean is 
significantly different from 3. Environmental responsibility is thus something Swedish 
banks think is important, and equally important that the SMEs meet the environmental 
requirements of the bank imposes on businesses. Swedish banks also tend to think that 
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it is important that SMEs are exhibiting a high level of environmental awareness (e.g. in 
the use of natural resources and/or limiting pollution), which have a mean value of 3,5 
and a standard deviation of 0,777. Looking at Table 3, we can also here see that this t-
value (t = 3,5246) is the second largest, after meeting all environmental requirements. 
As the p-value (p = 0,0014) is lower than 0,05, we can see that this mean value is also 
significantly different from 3.  
 
In Table 3, we can see that there are two other options that also were found significantly 
different from 3. This was when the company was striving to minimize energy 
consumption and the use of materials harmful to the environment and the including of 
environmental consultancy in their main activities. The first one of these had a, as can 
be seen in Table 3, t-value of 2,0695, and it did also have a p-value of 0,0475, which is 
below the 0,05 (p<0,05), however, not far below. Something Swedish banks do not 
think are as important, however, in their assessment of the SMEs is if they are including 
environmental consultancy in their main activities, which got the lowest mean value of 
2,47. This had a t-value of -2,9835 and a p-value of 0,0057. This would suggest that 
Swedish banks perceive this as of less importance that any of the other options. Other 
alternatives that are equally important are including the recycling of waste in their main 
activities and including alternative energy sources in their main activities, however, 
these were not found significantly different from 3.  
 
5.3 Results of H2 - The importance of environmental issues over time  
 
The second hypothesis (H2) we have in this study is that Swedish banks are taking 
greater account of environmental issues in the lending process through time. This 
hypothesis is connected to question 13 in the survey which can be found in Appendix A. 
The results concerning this hypothesis are presented in Figure 7 below.  
 

 
Figure 7: The environmental weight has increased in the lending process. 
 
There were a total of 31 banks that answered this question, and thus there were one that 
did not. Of these 31, there were 23 that said that the bank had begun to increase the 
environmental weight in the lending process, 6 said it had not, while 2 did not know. In 
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percentages, there were thus 74% that perceived that the weight had increased, 19% 
perceived that it had not, while 7% did not know whether it had become more or not. 
 
 
5.3.1 Analysis of H2 - The importance of environmental issues over time 
 
In order to answer the second hypothesis we asked whether the respondents perceived 
the weight put on environmental risks and issues have improved over the time they have 
worked within the bank. As illustrated in Figure 7, 74% of the respondents answered 
that it had improved over the years they had been working in the bank, while 19% claim 
it have not. This clearly suggests that the importance for banks to consider the 
environmental risks, issues and impact of their lending have increased over the years. 
 
While having improved the lending criteria’s and thus made it more difficult for 
companies to borrow from the bank if they are too involved in pollution and 
environmental degradation, the banks are not as much actively choosing to lend to 
companies that are of the opposite nature. This, we could see in Table 3, where the 
respondents were less inclined to answer important on the question of whether the bank 
wants to lend to environmentally sustainable companies. This can then be compared to 
the results in Table 2, where there were more answers that were significantly different 
than 3. The mean value of 3 is taken from the Likert scale and means that the 
respondents have answered important to the questions. This could, however, have 
changed during the past years, as the majority of the respondents stated that there had 
been an increase in the weight put on environmental issues. 
 
Another possible assumption here is that the answers from Table 2, also have changed 
during the last years. The pressure from the market and the government on companies to 
both perform and be sustainable is reflected in the bank’s lending decisions. Since we 
have seen the importance of sustainable companies grow during the last decade, we 
assume that the banking sector have not been able to ignore this. Based on the answers 
in Table 2, with the banks being relatively concerned with the environmental act of their 
borrowers, it is natural to assume that this have evolved over time and in not something 
that have happened overnight. 
 
 
5.4 Results of H3 - Environmental lending policy 
 
The third hypothesis (H3) we have in this study is that Swedish banks are having an 
environmental policy for granting loans. This hypothesis is connected to question 9 in 
the survey and the results concerning this hypothesis are presented in Figure 8 below. 
 
In this figure we can see that 69% of the banks that responded to our survey did have an 
environmental lending policy while 31% of the respondents reported that they did not. 
As the total amount of respondents was 32, this means that 22 of those answered that 
the bank had an environmental lending policy and 10 did not. 
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Figure 8: Having an environmental lending policy or not.  
 
In order to be able to analyse the responses from question 11, we then performed a one-
sample t-test which is presented in Table 4 below. 
 
Table 4: Reasons for having an environmental lending policy. 
What are the bank’s reasons for making use of such a policy in   
the credit process?  Mean SD t 
To avoid or mitigate losses due to the environment 4,13 0,85 6,5128* 
Shareholders and/or customers expect it 3,58 0,974 2,9173* 
In order to improve the bank’s image 3,79 0,833 4,6461* 
The bank believes in the pursuit of a sustainable  
environment 4,46 0,721 9,9203* 
It is part of the bank’s broad ethical position 4,13 0,797 6,9459* 
To manage environmental risks 4,00 0,722 6,7853* 
To protect customers deposits 3,46 0,977 2,3066* 
To fulfil the legislation and regulatory requirements 4,04 0,806 6,3213* 
To price the credit so that it better reflects the  
underlying risk 3,54 1,021 2,5910* 
*p<0,05. Assuming a population mean of 3. 
 
In this table we have assumed a population mean value of 3. As we can see in the table, 
there were nine options that the respondents were asked to score on a Likert scale from 
1 to 5. All of the alternatives from our sample had a mean score of higher than 3, with 
3,46 being the lowest and 4,46 being the highest. The lowest mean (M = 3,46) belongs 
to the protection of the customers deposits which had a standard deviation of 0,977. The 
t-value retrieved from the one-sample t-test is 2,3066 and the p-value (p = 0,0304) is 
lower than 0,05 (p<0,05). The alternative that received the highest mean value was that 
the bank believes in the pursuit of a sustainable environment, which also had a standard 
deviation of (SD = 0,721). This alternative had a very high t-value (t = 9,9203) and a p-
value of 0,000405 which is far below the significance level of 5%. There were three 
other options that scored a mean value below 4 and these were that the shareholders 
and/or customers expects this type of policy (M = 3,58, SD = 0,974), that the reason is 
to improve the bank’s image (M = 3,79, SD = 0,833), and that it is used to price credit 
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so that it better reflects the underlying risk (M = 3,54, SD = 1,021). The other four 
alternatives all had a mean that was higher than 4 (M>4), except of one which had a 
mean equal to 4 (M = 4). This was the alternative to manage environmental risks, and it 
had a standard deviation of 0,722 (SD = 0,722), a t-value of 6,7853 (t = 6,7853), and the 
p-value was 0,00584 (p = 0,00584) which is below 5% (p<0,05). 
 
Table 5: Having a policy or not and the weight placed at avoiding to lend.  

 Is there any environmental lending policy within the bank?. 
Weight placed at avoiding             Yes                               No                
lending if the company is: n M SD n M SD t 
Very involved in the manufacture          
or sale of pesticides 20 3,15 1,226 8 3,25 1,165 -0,198 
Very involved in the manufacture  
or sale of ozone-depleting  
chemicals 20 3,80 1,056 8 3,50 1,069 0,677 
Very involved in the manufacture  
or sale of tropical hardwoods  20 3,80 0,696 8 3,25 1,302 0,360** 
Contributing a lot to the high  
levels of pollution or the use of  
scarce natural resources 20 4,10 0,912 8  3,50  1,069 1,499 
Involved in the nuclear industry 20 3,80 1,105 8 3,75 1,389 0,101 
*p<0,05. **Equal variance not assumed. Note: M = mean, SD = standard deviation.  
 
In order to receive the outcome of Table 5, we performed a 2 independent sample t-test. 
First, all of the alternatives were checked for whether they could be assumed for equal 
variance or not. As we can clearly see in the table, there is one company trait were equal 
variance cannot be assumed, and this is when the company is very involved in the 
manufacture or sale of tropical hardwoods. The variance in this group was found not 
equal by SPSS in a Levene’s test for equality of variances (Lev<0,05). This means that 
the p-value is adjusted to accommodate for this, leading to a p-value of 0,727 which 
means that the p-value is above the level of significance (p>0,05). The table shows 
whether there is any differences in the weight placed at avoiding to lend to companies 
depending on whether the bank has an environmental lending policy or not. As we can 
see, there were 20 respondents answering question 14 which were also having an 
environmental lending policy within the bank, while 8 of the responding banks did not. 
As we had a total of 32, with 22 having a policy and 10 not having a policy, this means 
that there were two respondents from each of the groups that did not answer this 
question.  
 
From the table, we can see that a company that is contributing a lot to the high levels of 
pollution or the use of scarce natural resources have a mean value of 4,10 (M = 4,10) 
and a standard deviation of 0,912 (SD = 0,912) in the group where the banks had a 
policy, while the other group had only a mean value of 3,50 (M = 3,50) and a standard 
deviation of 1,069 (SD = 1,069). This difference have a t-value of 1,499 (t = 1,499) and 
a p-value of 0,146 (p = 0,146) which is higher than 5% (p>0,05). From the table, we can 
also see that a company’s involvement in the manufacture or sale of pesticides had a 
mean value of 3,15 (M = 3,15) and a standard deviation of 1,226 (SD = 1,226) for the 
banks that had a policy, while it was 3,25 (M = 3,25) and a standard deviation of 1,165 
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(SD = 1,165) for the group that did not have a policy. The difference between these two 
groups had a t-value of -0,198 (t = -0,198) and a p-value of 0,845 (p = 0,845), which is 
higher than the 0,05 significance level (p>0,05). 
 
In order to see if there were any differences in the means of the two groups of either 
having an environmental lending policy or not and the weight they put on the reasons 
for lending to companies that were environmentally good, we performed a 2 
independent sample t-test. The results of this test can be found in Table 6 and is 
connected to question 15 in the survey. 
 
Table 6: Having a policy or not and the reasons for why the bank might want to 
lend. 

 Is there any environmental lending policy within the bank? 
Weight placed at trying to lend if             Yes                          No .             
the company has/is: n M SD n M SD t 
Exhibits a high level of env.  
awareness 21 3,76 0,625 9 2,89 0,782 3,254* 
Have an env. liability insurance 21 3,29 1,056 9 2,44 0,882 2,093* 
Have a formal env. control unit 21 3,19 1,167 9 2,44 1,130 1,619 
Uses env. friendly technology 21 3,48 0,873 9 2,67 0,707 2,451* 
Has registered their product with  
an eco-label 21 3,10 0,995 9 2,33 0,707 2,074* 
Promoting the recycling of their  
products, by-products and waste 21 3,52 0,873 9 2,44 0,527 3,431* 
Striving to minimize energy  
consumption and the use of materials  
harmful to the environment 21 3,48 0,750 9 2,89 0,782 1,942 
Meeting all env. requirements 21 3,76 0,995 9 3,67 1,000 0,240 
Including env. protection in their  
main activities 21 3,14 0,910 9 2,50 1,195 1,560 
Including alt. energy sources in their  
main activities 21 3,00 1,049 9 2,44 0,882 1,389 
Including the production or env.  
friendly products in their main  
activities 21 3,14 1,014 9 2,44 0,882 1,792 
Including env. consultancy in their  
main activities 21 2,67 0,856 9 2,00 1,118 1,783 
Including the recycling of waste in  
their main activities 21 3,00 1,095 9 2,33 1,000 1,565 
*p<0,05. Note:M = mean, SD = standard deviation, env. = environmental(ly), alt. = alternative. 
 
In this table we can see that there is 21 people of the respondents that were having an 
environmental lending policy within the bank, and 9 that did not. Since the total survey 
had 32 respondents of which 22 had a policy and 10 did not, this means that there is one 
respondent from each of the groups that have not answered this question. The 
alternative which received the lowest mean value in the group that had a policy was 
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when the company was including the production or environmentally friendly products 
in their main activities. This alternative had a mean value of 2,67 (M = 2,67) with a 
standard deviation of 0,856 (SD = 0,856). In the other group, this was too the one 
alternative that received the lowest mean value of 2,00 (M = 2,00), and it had a standard 
deviation of 1,118 (SD = 1,118). The difference in the mean values between these 
groups have a t-value of 1,783 (t = 1,783) and a p-value of 0,085 (p = 0,085) which is 
higher than the 5% level of significance (p>0,05).  
 
In the group having a policy there was two reasons that received the highest mean value 
of 3,76 (M = 3,76). This was the companies that were exhibiting a high level of 
environmental awareness, with a standard deviation of 0,625 (SD = 0,625), and the 
companies that are meeting all environmental requirements, with a standard deviation of 
0,995 (SD = 0,995). In the group that did not have a policy, the mean of the first of 
these two reasons was 2,89 (M = 2,89) and had a standard deviation of 0,782 (SD = 
0,782). The other reason had a mean of 3,67 (M = 3,67) and a standard deviation of 1,00 
(SD = 1,00) within this group. In the first of these two reasons, the difference of the 
means between the two groups are having a t-value of 3,254 (t = 2,254) and the p-value 
is 0,003 (p = 0,003) and thus far below the level of significance (p<0,05). The other 
reason that had the highest mean value in the table have a t-value of 0,240 (t = 0,240) 
and the p-value is 0,812 (p = 0,812) and thus does not lie below the significance level 
(p>0,05). 
 
 
5.4.1 Analysis of H3 - Environmental lending policy 
 
In order to determine to what extent they are working with environmental issues and 
how they work with environmental issues, we investigated whether Swedish banks have 
an environmental policy when lending to SMEs. In Figure 8 we can see that 69 % of our 
respondents said that they have an environmental policy to follow when lending to 
SMEs. The remaining 31% do not work with an environmental policy in the lending 
process to SMEs. In order to answer the hypothesis about whether the Swedish banks 
have an environmental policy for granting loans, we can say that Swedish banks are 
using an environmental policy in lending to SMEs. This is a way for Swedish banks to 
assess whether SMEs are environmentally qualified to get a loan granted. 
 
When we performed a one-sample t-test, we could see that there was a significant 
difference between the mean values we received from our sample and our assumed 
population mean value of 3. As all of the alternatives were significantly different than 3, 
this means that there is a chance smaller than 5% of observing a difference as large as 
this that is only due to random variability. Thus, we can see that the majority of the 
responding banks perceive all of these reasons for having an environmental lending 
policy as significantly different from only important. Even though there was some mean 
values rather close to 3, such as the protection of customers deposits (M = 3,46), there 
was a significant difference between our observed value and the assumed population. 
From this, we can see that even though the importance of the different reasons displayed 
in Table 4 are varied, they are all significantly different than 3, implying that the banks 
that responded are perceiving all of these reasons as of importance for having an 
environmental lending policy.  
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In Table 5, we can generally see that the group containing the banks that did have a 
policy had a higher mean value than the group that did not have a policy. This is seen in 
all of the alternatives except one which is when the company is very involved in the 
manufacture or sale of pesticides, where the group that did not have a policy within the 
bank had a slightly higher mean value than the group that had a policy. However, none 
of the alternatives shows any significant difference between the two groups. Therefore, 
we cannot say that there is differences in the weight placed at avoid lending to some 
companies between the two groups as their means are not significantly different. 
However, we cannot say either that there is not any difference.  
 
The results we can see in Table 6 are that there are a total of five different reasons for 
why the bank might want to lend to a SME that is significantly different between the 
two groups of either having or not having an environmental lending policy (p<0,05). 
These are when the company is exhibiting a high level of environmental awareness, 
having environmental liability insurance, uses environmentally friendly technology, is 
promoting the recycling of their products, by-products and waste, and has registered 
their product with an eco-label. The other reasons for why the bank might want to lend 
to a SME falls above the 0,05 level (p>0,05). For these alternatives, in the group that 
has a policy, the respondents are more inclined to answer that these are important or 
higher, while the other group is more inclined to answer that this is either of little 
importance or important. Thus, we can see that in these alternatives, the means of the 
two groups are significantly different. For the other eight reasons for why the bank 
might want to lend, there were no significant difference in the means between the two 
groups. This means that we cannot conclude that there is any difference between the 
two groups; however, we cannot state that there is not any difference either.  
 
The survey showed that 69% of respondents answered "yes" when we asked if the bank 
has an environmental policy in the lending process to SMEs, the remaining 31% said 
"no". Of those who answered "yes", we wanted to know why the bank has an 
environmental policy and we asked the question with different possible answers 
options. The result showed that the biggest reason for making use of such a policy in the 
credit process is that the bank believes in the pursuit of a sustainable environment. 
Other reasons that the bank thinks it is important to have an environmental policy in the 
credit granting process is that it is part of the bank's broad ethical positions and to 
mitigate losses due to the environment. Some of the reasons are not as important as 
those we mentioned according to our survey, like having an environmental policy in the 
lending process in order to price credit so that it better reflects the underlying risk or to 
protect customer’s deposits. 
 
 
5.5 Results of H4 - Environmental lending policy and loan size 
 
Our fourth hypothesis (H4) in this study is that the environmental lending policy applies 
to all loan sizes that SMEs apply for. The results are taken from the responses to 
question 10 in the survey and the results are presented in Figure 9 below. 
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Figure 9: Do the lending policy apply for any particular size? 
 
There were a total of 22 banks responding to this question. This means that all of the 
banks that had an environmental lending policy within the bank answered this question. 
6 of the banks said that the policy did apply for a particular loan size, but they did not 
specify the amount. 12 answered that they did not have any limit for when the policy 
would be applied, while 4 people had an own comment. Of these four, one did not know 
whether the policy within the bank was applied for any particular size, while the 
remaining 3 specified the amount of the loans that would be required for the policy to 
be applied. Thus, 27% of the respondents answered yes, 55% answered no, and 18% 
had an own comment. 
 
 
5.5.1 Analysis of H4 - Environmental lending policy and loan size 
 
In hypothesis 3 it is not clear whether the environmental policy is for all loans or if it is 
only applicable for certain loans that meet specific criteria. Therefore, we want to find 
out how the Swedish banks are working with this policy and we asked the question, 
does the policy applies to any particular size of the loan, and if so, what size. 55% of 
respondents said that the environmental policy applies to all loans, irrespective of the 
size of the loan, 27% responded that the environmental policy follows the bank 
depending on the size of the loan, however, they did not specify the amount of the loan 
that would be required for applying the policy. The remaining 18% had their own 
comment of which 3 out of 4 specified the amount for which the policy would be 
applied. Of the respondents who indicated how large the loan must be for the 
environmental policy to be followed they replied that the loan should be above 5 
million. There was only one respondent that did not know whether there was any limit 
for when the policy would be applied or not. The reason of this result might be because 
it is convenient to have the same policies for all types of loans for SMEs. It is also more 
fair if it is the same criteria’s on the companies no matter how big the credit is because 
all businesses have to take a responsibility no matter how big or small the loan is. 
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5.6 Results of H5 - Environmental responsibility and interest rate 
 
In our fifth hypothesis (H5), we assumed that Swedish banks raise the interest rate if the 
company do not take any responsibility for the environment. In order to see if this was 
true, we created Figure 10, below, which shows what actions the banks are taking when 
a company with very low environmental standards wants to borrow money from the 
bank. The outcome of this figure is taken from the answers to question 12 in the survey, 
which can be found in Appendix A.  
 
In the figure, we can see that there were 50% that answered that in this situation, they 
would not accept the loan. 9% would raise the interest rate while 13% would choose not 
to do anything. 3% of the respondents did not know what to do and 25% took other 
actions. As there were a total of 32 respondents to the survey, and a total of 32 
responses to this question, we can see that all of the banks answered this question. In 
numbers, there were a total of 16 banks that would reject the loan application, 3 would 
raise the interest, 4 would not do anything, 8 would take other actions, and 1 did not 
know.  
 

 
Figure 10: Actions taken for a company with low environmental standards. 
 
In order to see whether there were any difference between the actions taken depending 
on whether the bank had any environmental lending policy or not, we created another 
figure, Figure 11, which can be seen below.  
 
In this figure, we can see that of the banks that were having an environmental lending 
policy, 2 out of 3 would raise the interest rate, 12 out of 16 in this same group would 
reject the loan, 1 out of 4 banks would not do anything, one did not know, while 6 out 
of 8 would take other actions. In the group that did not have an environmental lending 
policy, 1 out of 3 would raise the interest rate, 4 out of 16 would reject the loan, 3 out of 
4 banks would not do anything, while 2 out of 8 would take other actions. 

9% 

50% 
13% 

3% 

25% Higher interest rate

Not accepting the loan

Do nothing

I don't know

Other



 51 

 
Figure 11: Bank lending behaviour when having an environmental policy or not. 
 
As the group that had a policy were a total of 22, and the other group only 10, we 
performed a chi-square test as to see whether there were any significant differences 
between the two groups. The outcome of this test can be found in Table 7 below. 
 
 
Table 7: Actions taken in the lending process while having a policy or not.  

 Is there any environmental lending policy within the bank? 
How deal with SMEs without env.   
consideration:            Yes                      No   X2  V 
Higher interest rate 2   1  4,4606 0,3734  
Not accepting the loan 12   4       
Do nothing  1  3     
I don’t know  1  0     
Other  6  2             
*p<0,05. Note: env. = environmental, V = Cramer’s V.  
 
In this table, we can see the total distribution of the responses between the two groups. 
The chi-square value we received was 4,4606 (X2 = 4,4606) and it had a Cramer’s V of 
0,3734 (V = 0,3734). The p-value was found to be 0,3472 (p =0,3472) which is above 
the significance level of 0,05 (p>0,05). 
 
 
5.6.1 Analysis of H5 - Environmental responsibility and interest rate 
 
In our research our aim is to find out how banks handle SMEs who are not working 
with environmental issues or take environmental responsibility. According to our 
survey, we can see in Figure 10 that 50% of the banks do not grant a loan to SMEs that 
do not take any environmental responsibility whatsoever, while only 9% would impose 
a higher interest rate. This is interesting since our hypothesis was the opposite. While 
the majority of the Swedish banks would decline the loan, as much as 13% would not 
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take any actions whatsoever. They would thus accept the loan even though the company 
might be harmful for the environment.   
 
From the other figure, Figure 11, we can see that the banks that did have an 
environmental lending policy were more inclined to not accept the loan or take other 
actions, while the group that did not have this kind of policy would be more inclined to 
take no action at all. By looking at the results from Table 4, where we can see that the 
weight put on the company's’ environmental responsibility, we can see that the banks do 
perceive the environmental factors to be fairly important in the decision process. 
However, the interesting part of this is that the majority of the banks would rather reject 
the loan, and thereby also lose the potential interest profits, than raising the interest rate. 
This would imply that the banks are evaluating this to a much larger extent.  
 
One interesting thing we could see in our results was that there were two different sides. 
One side was not actually taking any action if the borrowing company was very 
environmentally harmful; while the other side was taking it much further by even reject 
the loan. This could imply that the different banks have different perceptions of risks. 
As we can see in Figure 11, the banks that were having an environmental lending policy 
were to a higher extent not accepting the loan at all, while the banks that did not have an 
environmental lending policy were more likely to not do anything else compared to 
what they usually do. 
 
This is a rather interesting thing to note since there is such a clear-cut between the 
answers of the banks having the policy and those who do not. As we can see in Figure 
11 as well, is that there is a section with other responses. This was provided for the 
respondents that thought none of the existing alternatives were fitting in their bank, and 
clearly, there is a majority of these that were having an environmental lending policy. 
By looking at the individual responses, their answers were rather compelling. 
 
Some of the answers we got was “it’s the actual impact that decides. One can take into 
account, but still have a major negative impact. If the negative impact is large enough 
= rejection, otherwise price impact”, and “depending on the industry, we act 
differently. It depends on the risk stemming from them not taking the environmental 
issues into account”. These answers are consistent to what we can saw earlier and 
would suggest that banks that do have this kind of policy is more actively working 
against the environmental degradation of companies. 
 
However,  as is evident from the outcome of the chi-square test in Table 7, this results 
did have a p-value that was above the significance level of 0,05 (p>0,05). This means 
that the differences we found in the two groups are not significant. We are therefore 
unable to say that the difference in the answers we can see in Figure 11 between the 
banks that do have an environmental lending policy and those who do not, are 
significant. Thus, we do not know whether the difference we can see in our results 
between these two groups can be found in the whole population or not. However, we 
cannot either clearly state that there is not a difference between these two groups. 
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5.7 Results of H6 - The environmental objectives 
 
In order to answer our last hypothesis (H6), which was that Swedish banks are familiar 
with the environmental objectives for 2020, we asked question 7 from the survey in 
Appendix A and the results can be found in Figure 12 below.  
 

 
Figure 12: Knowledge about the environmental objectives. 
 
From the figure, we can read that of the total of 32 responses, 13 had heard of them 
before, 11 had not heard of them before, 7 knew them and one knew only some of them. 
This constitutes a total of 41% of the respondents having heard of them. There were 
34% which had not heard of them before, while 22% knew them. Thus, there were 3% 
of the respondents that knew some of the objectives but not all of them. To see whether 
there were any differences in the responses depending on whether the bank they worked 
for had an environmental lending policy, we created a chi-square test which can be seen 
in Table 8. 
 
Table 8: Knowledge about the objectives among banks that have a policy or not. 

 Is there any environmental lending policy within the bank? 
Familiar with the env.  
objectives:          Yes                  No        X2 V 
Yes 7  0  6,416 0,4478   
No 6  5       
I have heard of them 9  4 
I know some of them 0  1         
*p<0,05. Note: env. = environmental, V = Cramer’s V.  
 
Here, we see that there were a total of 32 respondents, of which 22 had a policy and 10 
did not. Of the respondents that had a policy, 7 knew the environmental objectives, 6 of 
them did not know about them, and 9 had heard of them. In the group that did not have 
an environmental lending policy, 5 did not know about the objectives, 4 had heard of 
them, while one had heard of some of them. The chi-square value of 6,416 (X2 = 6,416) 
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and a Cramer’s V of 0,4478 (V = 0,4478). The p-value retrieved from this test was 
0,0932 (p = 0,0932) which is above the 0,05 significance level (p>0,05).  
 
After this, the respondents were asked whether the banks they worked for arranged any 
courses regarding the environmental issues or difficulties for SMEs and the outcome of 
this can be seen in Figure 13.  
 

 
Figure 13: Courses regarding environmental issues or difficulties regarding SMEs.  
 
In this figure, it is clear that of the 32 responding banks, 81% did not have any courses 
regarding the environmental issues and difficulties of SMEs, 6% did have courses 
regarding this, while 13% did not know whether they had any courses regarding this. 
The 81% was constituted by 26 banks while the 6% contained 2 banks. The last 
category with the banks that did not know whether they had courses regarding this or 
not contained 4 banks. To see whether the differences between these two groups were 
significant, we performed a chi-square test, which can be seen in Table 9. 
 
Table 9: Knowledge about the objectives among banks that arrange courses. 
Does your bank arrange courses regarding environmental issues/difficulties for SMEs? 
Familiar with the env.  
objectives:       Yes               No      I don’t know X2 V 
Yes 1 6 0 1,1945 0,1932   
No 0  9 2     
I have heard of them 1  10 2 
I know some of them 0  1 0       
*p<0,05. Note: env. = environmental, V = Cramer’s V.  
 
Here, it is evident that in the group that did arrange courses, one was familiar with the 
environmental objectives and one had heard of them. In the group of banks that did not 
arrange any such courses, there were 6 who were familiar with the objectives, 9 was not 
familiar with them, 10 had heard of them, while one knew some of them. In the group 
of banks that did not know whether the bank they work for arranged any courses 
regarding this, there were 2 who did not know about the objectives, and 2 that had heard 
of them. We can also see that the chi-square value we received was 1,1945 (X2 = 

6% 

81% 

13% 

Yes

No

I don't know



 55 

1,1945), and the Cramer’s V was 0,1932 (V = 0,1932). The p-value was 0,8116 (p = 
0,8116), which is above the significance level of 5% (p>0,05). 
 
 
5.7.1 Analysis of H6 - The environmental objectives 
 
We asked in our survey, "are you familiar with the environmental objectives that are to 
be met in year 2020?", It turned out that 41% have heard of those, 22 % are familiar 
with the environmental objectives for 2020, 34% have not heard of it at all and 3% 
knew some of them. From this, wanted to know whether there were any differences in 
the knowledge about the environmental objectives depending on whether the bank had 
an environmental lending policy or not. From Table 8, we can see that the chi-square 
value is 6,416 (X2 = 6,416), and in this case, this gives a p-value of 0,0932 (p = 0,0932), 
which is higher than 0,05. This makes us not able to conclude that there are any 
significant differences between the two groups. Hence, there is not a significant 
difference in the knowledge about the environmental objectives between the banks that 
had an environmental lending policy and those who did not. However, it is not possible 
to conclude that there is not a difference in the population either.  
 
Thereafter, we asked whether the banks the respondents worked for arranged any 
courses regarding the environmental issues of difficulties regarding SMEs. As Figure 13 
shows, the majority, 81%, of the respondents did not work in a bank that arranged these 
types of courses, 13% did not know, and only 6% did work in a bank that arranged this 
type of courses. In order to see whether there were any differences in the knowledge of 
the environmental objectives depending on whether they worked in a bank that arranged 
courses regarding the issues and difficulties for SMEs, we performed a chi-square test. 
In this chi-square test, we received the chi-square value of 1,1945 (X2 = 1,1945). The p-
value we got was 0,8116 (p = 0,8116), which is above the significance level of 5% 
(p>0,05). Due to this, we cannot see that there is any significant difference in the 
knowledge of the environmental objectives that depends on whether the bank they work 
for arranges courses to inform about the issues and difficulties for SMEs. 
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6. Discussion 
 
 
In this chapter we will discuss the results we progressed in the survey to answer our 
problem statement, if Swedish banks take the SMEs environmental responsibility into 
account in the lending process. The results of the survey will be connected to the 
theoretical framework we presented earlier in this work. 
 
 
 
6.1 Hypothesis 1 - Swedish banks and environmental issues 
 
A pattern we can see in Swedish banks' lending process is that they avoid granting loans 
to SMEs that are working in industries that harm the environment. Thus industries that 
work with chemicals that deplete the ozone layer, scarce natural resources and the 
rainforest that is harvested and threatened are avoided. As we saw in the results, four 
out of the five reasons for why the bank might avoid lending to an SME was 
significantly different from 3. The only reason that was not significantly different from 
3 was when the company is very involved in the manufacture or sale of pesticides. We 
can thus see that Swedish banks are much inclined to avoid lending to companies that 
are not environmentally sustainable, and contributing to the degradation of the 
environment. We can also see that the reason of most importance, as it seems from the 
mean value, is when the company is contributing a lot to the high levels of pollution or 
the use of scarce natural resources. This means that banks are more inclined to reject the 
loan application from a SME due to this reason, than for any of the other. However, it is 
important to note that this is only speculations as the results of the t-test only showed 
that the mean was significantly different from 3, and this was true for all of the four 
reasons that was found significant. In order to see whether this speculation holds, we 
would have had to make even further investigations.  
 
What we also could see in our results was the reasons for why the bank might want to 
lend to some companies. Also here, there were four reasons that were significantly 
different from our assumed population mean of 3. We can see that the banks perceived 
the companies that were exhibiting a high level of environmental awareness, striving to 
minimize energy consumption and the use of materials harmful to the environment, 
meeting all environmental requirements, and including environmental consultancy in 
their main activities are all significantly from 3. However, we can also see that the three 
first are having mean value higher than 3, while the last one have a mean value below 3. 
This could imply that the inclusion of environmental consultancy in the company’s 
main activities is of slightly less importance than the other reasons. Also, the results 
would suggest that the three other significant reasons are of slightly more importance 
than the other reasons.  
 
Although we did not specifically ask for the reasons one contributing factor to the 
results we got in our study in what is important and what industries are avoided could 
be the picture presented by the media. Ever since the climate change and the greenhouse 
effect became known, we have become more aware of the negative effects of certain 
industries. In spite of this, there are some industries that lie in the media’s focus more 
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than other industries, such as the pollution, use of scarce natural resources, and tropical 
hardwoods. 
 
As we mentioned in the in chapter 3, banks are exposed to an environmental risk. There 
are three types of risks in the environmental risk, reputational risk, direct risk and 
indirect risk (Thompson, 1998a, p.129). The reputational risk is based on how the 
bank’s action is affecting their profit. Reasons for why Swedish banks are taking 
environmental responsibility into account when lending to SMEs can differ. One reason 
can be, as Thompson (1998a, p. 130; Thompson, 1998b, p. 245) says, that they are 
thinking of the reputational risk they are taking. A bad reputation among banks can 
affect their business and profit since customers are aware of companies and banks that 
do not take environmental responsibility. Because of that banks may feel forced to take 
an environmental responsibility when lending to SMEs. Especially since media is 
giving more attention to the environmental questions over time. They are constantly 
looking for something to reveal about businesses and stakeholders that are not taking 
environmental responsibility. Swedish banks have to be careful to not have a bad 
reputation, otherwise they might lose customers.  
 
The banks are also facing a direct risk if they do not make an environmental assessment 
on SMEs in the lending process. The direct risk is the exposure of risk when it is a cost 
for the banks if the borrower are harming or polluting the environment (Thompson, 
1998a, p. 129, 1998b, p. 244, Thompson & Cowton, 2004, p. 200). In our results, we 
see that the SMEs which contribute a lot to the high levels of pollution or the use of 
scarce natural resources have a higher mean value than the other reasons for avoiding 
lending. This can also be the reason that our study shows this result, the risks are too 
high and the bank are not confident enough to. This should not be too surprising since 
banks are known to be risk averse; therefore, they avoid lending to companies that do 
not take an environmental responsibility. 
 
The banks might also have the indirect risk they are facing when lending to these 
companies. The indirect risk are the risk that banks are facing when the banks profit 
losses is caused of the borrower’s acting’s (Thompson, 1998a, p. 130; Thompson, 
1998b, p. 245). This can also be the reason banks are avoiding lending to SMEs which 
contribute a lot to the high levels of pollution or the use of scarce natural resources, and 
the other reasons that we found to be significantly different from 3. It is hard for banks 
to control the SMEs environmental acting after they have granted the loan and it is 
easier for the bank not to grant the loan if they suspect that the SME will not take an 
environmental responsibility. Also by looking to lend to companies that are 
environmentally conscious, the bank would decrease the risk of bad reputation, direct 
and indirect risk due to the wrong lending decisions. 
 
 
6.2 Hypothesis 2 - The importance of environmental issues over time 
 
As we could see in Figure 7, a great majority of the Swedish banks perceived that the 
weight put on environmental issues in the lending process have improved over the 
years. The reason for this, however, can be discussed. As banks are risk averse, the 
increased attention towards the climate and the industry's negative effects on it could 
greatly cause this development. As we discussed in the previous section, the media 
gives a clear picture of what the society thinks and should think. This contributes to 
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much of the attention being centred on some industries while others are not affected at 
all. By looking at the type of companies that are most in the media due to environmental 
wrongdoings, and then comparing this to the type of companies that the banks are more 
inclined to avoid, there are some similarities. 
 
When the banks are having an environmental lending policy for the loan they make to 
SMEs, they are more likely to give more thought to the different issues in their 
environmental work. As the banks are more likely to require higher standards in the 
information enclosed to them, they might also have higher requirements to keep updated 
in the changes in their borrowers’ environmental responsibility, and whether they are 
keeping up with the current environmental regulations. This would be consistent with 
the fluctuating credit policy (Rajan, 1994, p. 399) where banks are constantly changing 
their lending policies. This could even be done although the loan has not expired, since 
the banks are taking pressing the importance more. As some companies might not have 
the means to set the environmental standards very high, this could mean that the 
company could be hiding information from the banks in order not to face the 
consequences, which would result in the agency theory. 
 
According to Rajan (1994, p. 399), credit policies are always changing and being 
revised because it need to be updated and as good as possible. The fluctuating credit 
policies can be applied on the bank’s environmental policies, and can be one reason to 
why Swedish banks have improved their environmental work when lending to SMEs. 
Banks are constantly changing their policies to reflect what is important in society. 
Today it is more accepted to lend to a company in the industry of pesticides than it 
might be in the future. However, the loans granted to these companies today could end 
up being the type of loans the banks wants to drop in the future. Another possible 
outcome could be that as the banks are making the environmental policies more 
standardized and more common, they are not finding it as important as before. This 
could result in the lending officers not following the policy to a full extent. This could, 
from an agency theory perspective, be seen as the lending officers taking advantage of 
the situation. There is always the possibility to interpret the policies and the different 
requirements differently; however, there is a fine line between differences in 
interpretations, and purposely doing something. Some lending officers could be prone 
to search the grey areas and act on that, while some will misinterpret. 
 
As Thompson (Thompson, 1998a, p. 130; Thompson, 1998b, p. 245) stated, banks are 
facing a reputational risk when not considering environmental responsibility in their 
business. This includes their environmental work when lending to SMEs. Banks need to 
consider the reputational risk they are facing because it can affect their business and 
profit since customer are aware of companies and banks that do not take environmental 
responsibility (Thompson, 1998a, p. 130; Thompson, 1998b, p. 245). This means that 
they have to update their environmental work to be updated, because customers ask for 
more environmental responsibility among businesses and banks with time. The banking 
industry has always reflected the views of society and is still doing just that. By the 
change we can observe in society today, there is much speaking for a similar occurrence 
in the future. With the current discussions about the environmental issues, it could result 
in more environmental regulations and perceptions of what is acceptable behaviour, and 
this will force the banks to change their lending policies. More companies are focusing 
on improving the environment and are taking a greater responsibility; the banks might 
want to improve their image too by lending to these companies. 
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In the credit process, the bank wants to make sure that the company is performing well 
and that they will be able to repay the loan one day. SMEs are usually in the zone of not 
receiving a loan due to their current weak finances that stems from not having an 
adequate level of income. However, the bank could also become worried over the 
company’s use of new and less tested technology. Often, the newly developed 
technology is very expensive, and the bank might raise the question of whether this is 
necessary or not. Many times, the manager of a SME is a visionary and positive, while 
the bank wants to know that this investment will be paying off. This can be connected 
to the information asymmetry, where Jensen & Meckling (1976, p. 333-334) stated that 
shareholders usually wants to take higher risks than the debtor want to take. 
 
When banks are deciding whether to lend to a company, they are weighing the several 
types of risks against each other. As they are considering the environmental risks and 
that it affects them in their decisions, they are at the same time not using it as a 
criterion. When banks lend to a company that is not considering the environment, or 
harming it, the bank faces environmental risks. However, the bank still considers the 
other risks as more important than the environmental risks. 
 
Another reason to the increase in banks awareness of what companies they lend to could 
have to do with the information asymmetry which means that the buyer and seller do 
not have the same information (Akerlof, 1970). In this case, as society is increasing its 
use of technology in every situation, the banks have better access to the company’s 
history and current affairs. This leads to a better understanding of the company they are 
lending to, but also it reduces the information asymmetry. This is because previously, it 
was much harder to get a hold of certain information and the costs of getting it could be 
high. Today, however, the Internet makes it much easier and faster to receive the 
information you are after. If company wants to lend money from the bank, it has to 
provide all of the company’s information. Some companies would probably not mention 
if they have certain problems or if they have been charged to pay a fine, but today the 
bank can easily access this information which puts the banks in a better position than 
they were before. 
 
 
6.3 Hypothesis 3 - Environmental lending policy 
 
Many Swedish banks use an environmental policy when lending to SMEs. It makes it 
easier for the banks to decide if they should reject or grant a loan with an environmental 
policy. Companies receive a fair evaluation when the same basis is used for each credit. 
The probability of different bank officials judge differently decrease, which can easily 
happen if they have a free hand. Everyone has their own interpretations and judgments 
and it is easy to avoid a fair assessment. In this way it also reduces the chances that the 
banks make an unfair affair because the bank officials have a relationship with the 
person in the company applying for a loan. 
 
We can generally see that the Swedish banks that have an environmental policy in the 
lending process are more inclined to have it due to ethical reasons. They want to protect 
the environment and ensure that they have a responsibility and opportunity to influence 
and make a difference. The largest reason to have an environmental policy in the 
lending process is not to appear as a better bank or to attract new customers. It is not 
either because shareholders expect it or to make profits. These results are also 
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something one can expect when looking at previous studies. Thompson and Cowton 
(2004) have produced similar results in their study, where banks believe it is important 
to be an environmentally friendly bank to protect the environment and not to attract 
customers and make profits. 
 
From our results, we can also see that the Swedish banks perceives all of the listed 
reasons for having and using an environmental lending policy are significantly different 
from our assumed population mean of 3. As all of the means are higher than 3, and the 
t-values are all positive, we can say that all of these reasons are of importance for the 
banks. Although we cannot say whether any of the reasons are of more importance than 
the other, we can see in the mean values that there seems to be a higher mean value for 
the reason that the bank believes in the pursuit of a sustainable environment.  
 
According to Spencer (1973, p. 355) the signalling effect is when an actor does 
something on the market is sending signals to other actors. It could be something 
positive or negative, when an actor is acting it will affect others view of them. In this 
case, when banks are acting responsibly it will affect customers and other actor’s view 
of the bank. This could be a reason for banks to promote when they are proud of 
something and hide their actions if they are ashamed of it. Reasons for Swedish banks 
to choose using an environmental policy may vary. It does not have to be just to have a 
structured approach in lending to the SMEs or to give a fair assessment. It is easier for 
banks to promote their environmental performance if they have any objective, which 
they use as a basis. Trust of customers, and other stakeholder’s, increases if the bank 
has written down something that can support their work. Otherwise, it is easy for banks 
to market themselves as a bank that cares about the environment. But in practice it does 
not have to be the reality, which is illegal in Sweden and is called green washing. If the 
banks on the other hand, for example have an environmental policy, it is possible to 
check if it is followed or not, while creating more trust with customers and other 
stakeholders. 
 
 
6.4 Hypothesis 4 - Environmental lending policy and loan size 
 
The Swedish banks that indicated that they are working with an environmental policy in 
the lending process to SMEs also responded to whether their environmental policy 
applies to all loans regardless of the size of the loan. The results of our survey showed 
that same rules apply for all SMEs with regard to meeting environmental criteria when 
granting loans. The reason they chose to have the same conditions regardless the size of 
the loan could be that banks consider it fairer. Another reason could be that it's easier to 
work if all customers are assessed based on the same criteria. The risk of miscalculation 
and error decreases because there are fewer different criteria and policies that need to 
keep sorted depending on the size of the loan. 
 
We cannot assume that they don’t have other categorizations when using their 
environmental policy when granting loans to SMEs. This was nothing we examined in 
our study because we focused on the size of the loan. Other criteria that banks can take 
into account when granting loans to SMEs is the environmental policy applies to how 
many people are employed or what purpose the loan will be used for. But we do not 
think it is relevant, because a company with few employees can apply for a large loan, 
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and vice versa. The big risk for banks is how large the loan is to the company, how 
many employees the company got are not as relevant as the size of the loan. 
 
According to Englund (1990, p. 388), Sweden went through a finance crisis in the 
1990s, something that could have affected it is that the years before the financial crisis 
Swedish banks took greater risks and started to focus on larger loans. This could have 
been something that triggered the financial crisis in Sweden. After that Swedish banks 
learned a lesson and started to act more carefully. Which can be the reason to their 
environmental policy is used for all sizes of the loan. No matter how big the loan is, the 
banks are always taking a risk when lending to SMEs. The risk might minimize if they 
are following their environmental policy no matter how big the loan is. Before the 
1990s, the banks realized that they have been taking too big risks and that had 
consequences. This time, they might not want to go through the same thing with a 
financial crisis so by making use of their environmental policy for all loans they are 
trying to minimize the risk.   
 
 
6.5 Hypothesis 5 - Environmental responsibility and interest rate 
 
As suggested by Figure 10, the hypothesis that banks would raise the loan interest rate if 
the company would be neglecting their environmental responsibility is incorrect. This 
action was only given 6% of the responses, which is rather low. The majority of the 
respondents would instead, rather than raise the interest rate, not accept the loan at all. 
Akerlof (1970, p. 499-500), states that the interest rate depends on the type of borrower. 
If it lack of information the banks will increase the interest rate and vice versa. We did 
not see the same relationship with if banks would increase the interest rate or reject the 
loan if the SME did not take an environmental responsibility. Our results showed that 
the majority would reject the loan and not increase the interest rate. We can thus not say 
that Akerlof (1970, p. 499-500) theory of banks increasing the interest rate depending 
on who the borrower is can be implemented on the decisions banks take when lending 
to SME, when they take environmental responsibility into account.    
 
As the banks are not giving loans to the companies that are damaging the environment 
too much, there are some thoughts to be considered. The first thought is whether these 
companies are riskier than other companies in any other sense than the environmental 
aspects. As the banks rather would decline the loans to these companies, the implication 
is that these companies are riskier for the bank. This rejection could, of course, be due 
to other risks in the company’s financials or in the business plan. However, the banks 
are expressing that they are rejecting the loan because of the environmental aspects. 
One explanation of this could possibly be that the environmental risks are closely tied 
together with other risks that the bank is considering. 
 
There are however, a relatively large amount of the respondents that have answered that 
they do not do anything special with a company that harms the environment. This is 
quite interesting as we can see two opposite sides of the banks’ priorities. As one part of 
the banks in Sweden are placing a higher pressure on the companies and even rejecting 
the loans if they are acting responsibly, the other part of the banks are not doing 
anything at all, and thus not placing as much weight on the environmental issues.  
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However, could it be that the banks are more careful now of receiving bad reputation 
than they have previously been. This raises the question of whether banks are more 
afraid of bad publicity than of the direct and indirect environmental risks (Thompson, 
1998a, p. 129). So, although banks generally are increasing the interest rate for riskier 
customers, they are not when it comes to this. Could this be because they perceive this 
as a larger risk? From the responses in Table 2 we can see that banks are generally more 
inclined to reject a loan to a company that is harming the environment to a high extent. 
What is the reason for this? Is it because banks believe the environmental risks are too 
high, or is it riskier in another sense? Perhaps, it is not the environmental risks that we 
talked about in chapter 3 that make them reject the loans, but maybe the bad finances. 
 
The relationship we can see in Figure 11, between having an environmental lending 
policy and how banks treat their loans, is rather compelling. The thing we noted, 
however, was that there could be many reasons behind this. One reason for this could be 
the bank’s area. There is the possibility of the banks that did not have an environmental 
lending policy is located in an area where the environmental issues are not perceived as 
important as it is in other areas. Although the respondents were asked to state the 
location of their bank, not many did, therefore it was not possible to analyse the 
relationship between their location and the bank’s environmental lending policy. 
Otherwise, this could have been an interesting thing to see. If there would have been a 
relationship here, it could mean that in some parts of Sweden there is more emphasis on 
the importance of the environment than in other part of the country. There could 
perhaps have been a difference between the countryside and the cities, or the northern 
parts and the southern parts. Would this have been the case, there could perhaps be a 
link between the types of industries present in this area. This is, however, more 
speculations and would be interesting to find out. 
 
 
6.6 Hypothesis 6 - The environmental objectives 
 
As we see in the results, Swedish banks have heard of the environmental objectives for 
2020, however, they are not familiar with the Swedish environmental objectives, and 
are not particularly well informed about them. This does not mean that the Swedish 
banks are not working with environmental responsibility and environmental objectives 
in lending to SMEs. According to our results Swedish banks make an environmental 
assessment on the SMEs loans.  
 
The amount of knowledge our respondents have about Swedish environmental 
objectives for 2020, is something we think is interesting. The Swedish environmental 
objectives are a good start and base to make use of when deciding if the customer is 
acting environmental responsibly or not. These targets are set for all actors to take a 
responsibility and everyone does what they can to protect the environment. Based on 
our survey, Swedish banks have mostly heard about the environmental objectives for 
2020 and are not really familiar with the environmental objectives for 2020. However, 
the majority of our respondents are not well informed, but have heard of the 
environmental objectives for 2020. This does not mean that the banks are not working 
with environmental objectives in the lending process to SMEs. The results of our survey 
shows that, one can see that a majority has an assessment of environmental risks and an 
environmental lending policy when granting loans to SMEs. To answer our problem 
statement “are Swedish banks familiar with the environmental objectives?”, In 
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hypothesis 6 (H6) we wanted to find out whether Swedish banks are familiar with the 
Swedish environmental objectives to 2020. 
 
However, we cannot assume that Swedish banks do not use the environmental 
objectives when lending to SME in their assessment or in the environmental policy. We 
sent our survey to managers that work with lending and with environmental issues 
because they should have knowledge of how they work and what it is based on. That is 
why we did not send out our survey to bank officials, because the risk is that they are 
working with material but their do not know what it is based on. There is still a risk that 
the managers are working with a policy or regulations in the bank but are not aware of if 
the environmental objectives are based on the material. Thus, since it is a manager we 
think they should know what they are working with. Therefore, we suspect that the 
environmental objectives are not a part of their environmental work when lending to 
SMEs, because if they are managers that create and improve policies, regulations and 
routines in the bank they should also know what they are based on. If they are based on 
the environmental objectives, they should also be familiar with the environmental 
objectives, but this is just speculation we cannot assume that they do not work with the 
environmental objectives based on that they are not familiar with them.  
 
Generally, environmental issues are noticed more and more each year. Media, 
customers and other stakeholders increasingly require that environmental responsibility 
should be taken. How is it possible that Swedish banks are not familiar with the 
environmental objectives for 2020? One reason for the lack of knowledge of the 
Swedish environmental objectives among Swedish banks may be that the 
Environmental Protection Agency are not marketing and highlighted the Swedish 
environmental objectives sufficiently. This means that there is a possibility that the 
Swedish banks want to work with the Swedish environmental objectives but does not 
have enough knowledge about it, and chooses on its own way, to work with 
environmental issues and environmental responsibility when lending to SMEs. 
 
Another reason may be that Swedish banks themselves have not taken the initiative to 
read about the Swedish environmental objectives. They may have been busy with other 
things and did not priority to increase their knowledge about the Swedish environmental 
objectives. The advantage of Swedish banks had known the Swedish environmental 
objectives are that all Swedish banks are working for the same goals, and it is easier to 
work together to achieve the best results possible. Everyone will not work the same way 
but they might follow the same principles and it will be easier to provide the banks with 
feedback on how well they work, how other banks have done and how they can improve 
their environmental performance. Then the bank's purpose for their environmental work 
is not as critical, either, because those who created the Swedish environmental 
objectives are likely to be more interested in the environment's well-being than bank 
profitscandcothercpriorities. 
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7. Conclusion 
 
 
In this study, we investigate whether the Swedish banks take SMEs’ environmental 
responsibility into account in the lending process? And whether they are familiar with 
the environmental objectives? In order to answer our problem statement, we conducted 
a survey which resulted in the Swedish banks do take the environmental responsibility 
of the SME into account, but are not particularly familiar with the environmental 
objectives. We will in this chapter draw conclusions from our results and the discussion 
we have written previously in Chapter 5 and 6 and answer our problem statement. 
 
 
 
7.1 Swedish banks’ consideration of SME environmental responsibility 
 
The conclusions we can draw after performing this study is that the Swedish banks are 
not very well informed about the Swedish environmental objectives for 2020. However, 
they know about the environmental objectives and have heard of them. What we can 
conclude is that the Swedish banks are aware of the environmental problems that exist 
today and are therefore working with environmental issues. However, Swedish banks do 
an environmental assessment when lending to SMEs and the banks will determine 
whether the loan should be granted or rejected. When Swedish banks get an application 
from SMEs for a loan but do not meet their environmental criteria, or goes against the 
bank's environmental policy Swedish banks do not raise the interest rate for the loan. 
The measures banks instead do are to not grant the loan for SMEs. Swedish banks have 
also been working more actively with environmental issues in lending process to SMEs. 
 
If we are answering our problem statement that we presented earlier in the work, 
whether the Swedish banks take SMEs’ environmental responsibility into account in the 
lending process? And are the Swedish banks aware of the environmental objectives?, 
there are some things we can say on the basis of our results and analyses. What we can 
conclude is that the Swedish banks do take the company’s environmental responsibility 
into account when lending to SMEs. The Swedish banks are, however, not familiar with 
the Swedish environmental objectives for 2020. However, it is hard to draw the 
conclusion that they thus do not work with these objectives either. Even though the 
responding banks in general did not know the environmental objectives, they might be 
incorporated in the environmental lending policy. In Chapter 2, we wrote that all 
participants in a society have a responsibility for Sweden to meet the environmental 
objectives we have for 2020. According to the study we have performed, Swedish banks 
works with environmental issues when granting loans to SMEs, including 
environmental policy. With their environmental work that banks designed it could also 
be that they work with the Swedish environmental objectives indirectly, the purpose do 
not need to be to meet the environmental objectives when the environmental conceived 
but it happened to do it anyway. 
 
What we can also conclude based on study we have done is that banks are increasingly 
taking environmental responsibility when lending to SMEs. This is something we 
expected, given the environmental issues are becoming more concerned and more 
stakeholders are increasingly demanding more environmental friendly products and 
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services. But we still believe that Swedish banks' environmental work is going to 
develop in the future. We therefore recommend the Swedish banks to train their staff in 
lending to the SMEs regarding the Swedish environmental objectives and 
environmental responsibility. As the environmental objectives are not something that 
Swedish banks are working with directly today, according to this study, this could be a 
step in working with the Swedish environmental objectives. 
 
 
7.2 Theoretical contributions  
 
The theoretical contribution of this research is the knowledge of whether Swedish banks 
take environmental responsibility into account when lending to SME and whether the 
Swedish banks are familiar with the environmental objectives. This type of study has 
never been performed exclusively in Sweden and therefore, with this research we hope 
that we have introduced new knowledge. From an agency theory perspective, 
shareholders are likely to take greater risks than banks, since banks are risk averse 
(Jensen & Meckling, 1976, p. 333-334). With this research we hope that banks take a 
greater consideration to SMEs environmental responsibility when lending to them, 
especially since companies have more information about their environmental 
performance if they do not present everything they know. This is a situation banks 
should avoid and by being aware of it, they can work on preventing it to happen. 
 
But it is not only for banks to know that they can improve their environmental work, 
even Swedish government can now see that Swedish banks are taking environmental 
responsibility into account when lending to SME. However, banks are not familiar with 
the Swedish environmental objectives according to our research. This is something the 
banks’ employees should be familiar with, since the banks also have a responsibility to 
take and the objectives and it is only four years left to 2020. By this information, the 
government becomes aware of how the lack of knowledge and have the possibilities to 
for example give mandatory courses to the employees or at least encourage the banks to 
have courses in Swedish environmental objectives to their employees.   
 
 
7.3 Practical recommendations to Swedish banks  
 
This study helped us gain a wider knowledge of whether Swedish banks are taking the 
environmental issues and responsibility of companies’ into account when lending to 
SMEs. We hope that the study has led to Swedish banks see the opportunity to develop 
their environmental activities when lending to SMEs. We believe that if the Swedish 
banks develop their environmental work when lending to SMEs it will benefit in many 
ways. Banks reduces the risk if companies take responsibility for the environment. They 
have the opportunity to make a change since they are the ones with power. They have 
the possibilities to put more pressure on companies to take greater environmental 
responsibility and if they do not, they should reject the loan. These circumstances force 
the companies to take more environmental responsibility; otherwise they will not get a 
loan, which could be lifesaving for the company. Above all, it benefits the environment 
most if the banks will take SMEs environmental responsibility into account when 
granting loans. To reduce the risk of environmental disasters around the world and if we 
want more generations to experience this wonderful world we must take care of the 
environment. It is not sustainable to live the lifestyle we live today. Everyone has a 



 66 

responsibility for the decisions we take and to make sure our decisions will not 
negatively affect the environment. If we all think twice before we take decisions and 
respecting the environment, the world will suffice for many more generations.  
 
 
7.4 Conclusions of hypotheses 
 
Earlier in this work we have been discussing and analysing the hypotheses we have. 
Based on these discussions and analyses, we have drawn conclusions that we present 
below. 
 
H1: Swedish banks are taking environmental issues into account when granting 
loans to SMEs. 
Swedish banks do take environmental issues into account in its assessment when 
granting loans to SMEs. 
 
H2: Swedish banks are taking greater account of environmental issues in the 
lending process through time. 
Over time, Swedish banks are taking a greater environmental responsibility and take 
environmental issues more and more serious in lending process to SMEs. 
 
H3: Swedish banks have an environmental policy for granting loans. 
Many Swedish banks use an environmental policy when lending to SMEs. 
 
H4: This environmental policy applies to all loan sizes. 
Swedish banks use an environmental policy when lending to SMEs and this 
environmental policy applies regardless of the size of the loan. 
 
H5: Swedish banks raise the interest rate if companies do not take any 
responsibility for the environment. 
Swedish banks are more inclined to reject the loan than to raise the interest rates if 
SMEs does not meet the bank’s environmental criteria when granting loans to SMEs. 
 
H6: Swedish banks are familiar with the environmental objectives for 2020. 
Swedish banks are not familiar with the Swedish environmental objectives for 2020, 
however they have heard about the Swedish environmental objectives.  
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8. Future research 
 
After conducting this research we found out that Swedish banks do take the 
environmental responsibility of SMEs into account when granting loans, however, they 
are generally not familiar with the environmental objectives. We have also looked at 
whether there has been any change in Swedish bank’s environmental performance over 
time in the lending process to SMEs. The results we got were that the banks' 
environmental work has developed when lending to SMEs. After we conducted this 
study and got the result we would like to suggest other interesting future research. 
 
The suggestions we have is: 
 
Look closely at how the Swedish banks are working with environmental issues, what 
they actually do and what they apply in their environmental policy they have in their 
lending process to SMEs. We can conclude that they are assessing the environmental 
responsibility of the SME in the credit process. However, we cannot conclude that they 
are not working with environmental issues whatsoever when lending to SMEs. Our 
proposal is to make a study where the authors look closely at the Swedish banks' 
environmental work and determine if it is profitable and makes environmental 
differences. 
 
Another suggestion is that researchers study whether Swedish banks are working with 
the Swedish environmental objectives in other sections of the bank. An example would 
be loans to other targets, other types of loans, etc. Investigate whether Swedish banks 
operate differently to other types of loans. 
 
Something we can conclude after performing this study is that the banks are taking a 
risk when they grant a loan to SMEs if the company does not take responsibility for the 
environment. But we do not know how big the risk is, or how great the risk is in relation 
to other risks. Therefore, we believe that it would have been interesting to research that. 
Our final suggestion is to do a similar study when the time has passed to see if there has 
been any difference in the results. If Swedish banks operate differently, if so, how they 
work differently. Environmental targets are planned to be achieved by 2020, therefore, 
we think that would be interesting with studies examining how the Swedish banks 
operate after 2020. Or if we have new targets in the future, then researchers can do a 
study based on the new objectives and make study to see how and whether Swedish 
banks works with the new objectives or regulations. 
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9. Quality criteria 
 
In this study, we will do a research to see whether Swedish banks take SMEs 
environmental responsibility into account when granting loans, and whether they are 
familiar with the environmental objectives. Therefore it is important that the authors 
relate in a scientific way to the problem statement we want to answer. We will explain 
the validity and reliability and how we relate to these quality criteria’s (Ejlertsson, 2009, 
s. 77). 
 
 
9.1 Reliability 
 
Reliability means that you get the same results of the survey when doing the survey 
over again. With other words it means that you get the same results if you send out the 
same survey to the same people but different people do the survey (Ejlertsson, 2009, s. 
77). In this study we will not guide the respondents and they will answer the 
questionnaire independently. However, there is always the risk of human and systematic 
errors, which may affect the reliability. In order to increase reliability in our study, the 
questions we have asked have been clear, and in addition, we have had a brief 
explanation where we considered it necessary. In our study, we have questions in our 
survey where the options to answer the questions are Likert scales. The risk with such 
answers is that the respondent could get bored and respond randomly without reading 
the question properly or not at all. To avoid this, we have tried to reduce number of 
multiple-choice questions that use the Likert scales. In some questions, however, it was 
necessary to use these type of questions and to avoid that the respondent get tired and 
responding randomly, we tried to spread out these questions. However, it is difficult to 
see if a questionnaire has high reliability, but still we consider that we have thought of 
factors that minimize the chance that our survey has a low reliability. 
 
 
9.2 Validity 
 
Validity describes how well the measuring instruments measure what is to be examined 
(Ejlertsson, 2009, s. 80). In our study, we have been particular when choosing questions 
to our survey that really answers our problem statement, "Does Swedish banks take the 
Swedish Environmental objectives and companies’ environmental responsibility into 
account when lending to SMEs?”. To increase the validity, we have ensured that we are 
well briefed on the subject by studying relevant scientific literatures, which has helped 
us to increase our understanding of the subject. We have chosen not to use interviews as 
some previous studies have. Instead we use a survey to answer the problem statement, 
which will be analysed by the computer program SPSS. Some parts of the approach we 
have chosen can of course be criticized, as there is still a risk that some respondents will 
misunderstand the questions in the survey or that someone have a different 
interpretation than what we meant. 
 
When creating a survey it is important to have relevant questions that answer the 
problem statement and aim of the study. To minimize the risks of having a survey with 
low validity we have avoided questions that are too general. The problem with general 
questions is that everyone has their own interpretation. ”Good” for someone could be 
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”excellent” for someone else. Therefore it is important that you ask specific questions 
with an explanation of certain words that can be misunderstood. Leading questions have 
also been avoided because we want honest answers of our respondents. Without leading 
questions the respondents are not pushed into a certain direction and, thus, it is more 
likely that they will give us an answer that is closer to the truth. In our questionnaire we 
do not use double questions. We rather split the question and have two different 
questions because the respondents might find it confusing to answer. We also try to 
avoid questions that include negatives. The problem is that it is easy for the respondents 
to miss ”not” and we get a totally wrong answer (Ejlertsson, 2009, s. 55-56). 
 
The results will be generalized in Sweden because we are sending our surveys to all 
banks in Sweden that works with lending to SMEs. The result will be able to represent 
whether the Swedish banks take the environmental responsibility of the company into 
account when lending to SMEs. 
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Appendix A: Survey 
 
We are two students, Yodit and Liselotte, and are studying our last semester in Master of 
Science in Business and Economics (Civilekonomprogrammet) at Umeå University. We are 
currently working on our thesis, where we examine how well banks take environmental 
objectives into account when granting loans to small and medium-sized enterprises. As some 
information we ask for might be sensitive, the survey will be anonymous and not traceable to 
you. Since we must generalize the results to how Sweden does as a country, we will not make 
a specific comparison between banks, but instead see the big picture. We would be delighted 
if you would like to answer our survey. 
 
Section 1: Introduction 

1.     Bank’s name 
*This question was taken from the questionnaire used by Thompson & Cowton (2004).  

 
2.     Job description 
*This question was originally taken from the questionnaire used by Thompson & Cowton (2004) 

but have had some remodelling made.  
a.   Credit manager 
b.  Head of department 
c.   Chief risk officer 
d.  Credit expert 
e.   Environmental manager 
f.   Sustainability manager 
g.  Other 

 
3.     Number of years in this position 
*This question was originally taken from the questionnaire used by Thompson & Cowton (2004) 

but have had some remodelling made.  
a.   0-2 years 
b.  3-5 years 
c.   6-8 years 
d.  9-12 years 
e.   13-16 years 
f.   17-20 years 
g.  More than 20 years 
 

4.     Gender 
a.   Male 
b.  Female 
 

5.     Age 
6.     Location of the bank 
 

Section 2: Background information 
In Sweden we have environmental objectives that should be met by the year 2020. These 
objectives were set in 1999 and now we're getting close to the end. The work is carried out 
jointly by different actors (eg. individuals, businesses, municipalities, etc.). The aim is that 
everyone should take responsibility and we need to work together in order to create a 
sustainable society in which everyone takes their responsibility for the environment. 
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7.     Are you familiar with the environmental objectives that are to be met in year 2020? 

a.   Yes 
b.  No 
c.   I have heard of them 
d.  Other 
 

8.     Does your bank arrange courses regarding environmental issues or difficulties for SMEs? 
a.   Yes 
b.  No 
c.   I don’t know 
 

9.  Is there any environmental lending policy within the bank? If not, continue to question 13. 
*This question was taken from the questionnaire used by Thompson & Cowton (2004).  

a.   Yes 
b.  No 
c.   I don’t know 
 

10.  Does this policy apply for any particular size of the loan, and if so, what size? 
a.   Yes 
b.  No 
c.   Own comment 
 

11.  What are the bank’s reasons for making use of such a policy in the credit process? (All of 
these questions are answered by choosing one of the alternatives: No importance, little 
importance, important, very important, and vital importance). 

*This question was taken from the questionnaire used by Thompson & Cowton (2004).  
a.      To avoid or mitigate losses due to the environment 
b.     Shareholders and/or customers expect it                           
c.      In order to improve the bank’s image                                
d.     The bank believes in the pursuit of a sustainable environment 
e.      It is part of the bank’s broad ethical position                    
f.      To manage environmental risks                                         
g.     To protect customers deposits                                           
h.     To fulfil the legislation and regulatory requirements       
i.       To price the credit so that it better reflects the underlying risk 
 

Section 3: Environmental lending 
12.  How to you deal with SMEs that does not take the environment into consideration at all? 

a.      Higher interest rate 
b.     Not accepting the loan 
c.      Do nothing 
d.     I don’t know 
e.      Other 
 

13.  Have the bank begun to show more interest in the companies’ environmental responsibility 
over the time you have worked in the bank? 

a.      Yes 
b.     No 
c.      I don’t know 
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14.  How much weight does the bank place at avoiding lending to companies that are: (All of 
these questions are answered by choosing one of the alternatives: No importance, little 
importance, important, very important, and vital importance.) 

*This question was taken from the questionnaire used by Thompson & Cowton (2004).  
a.      Very involved in the manufacture or sale of pesticides    
b.     Very involved in the manufacture or sale of ozone-depleting chemicals 
c.      Very involved in the manufacture or sale of tropical hardwoods   
d.     Contributing a lot to the high levels of pollution or the use of scarce natural 

resources 
f.      Involved in the nuclear industry 
 

15.  How much weight the bank places at lending to companies that is: (All of these questions are 
answered by choosing one of the alternatives: No importance, little importance, important, 
very important, and vital importance.) 

*This question was taken from the questionnaire used by Thompson & Cowton (2004).  
a.      Exhibiting a high level of environmental awareness (eg. in the use of natural 

resources and/or limiting pollution)                                  
b.     Having an environmental liability insurance                    
c.      Having a formal environmental control unit                     
d.     Using environmentally friendly technology                      
e.      Registering their products with an eco-label                     
f.      Promoting the recycling of their products, by-products and waste   
g.     Striving to minimize energy consumption and the use of materials harmful to 

the environment                                                             
h.     Meeting all environmental requirements                          
i.       Including environmental protection in their main activities           
j.       Including alternative energy sources in their main activities         
k.     Including the production or environmentally friendly products in their main 

activities 
l.       Including environmental consultancy in their main activities        
m.   Including the recycling of waste in their main activities 
 

16.  Would you like to take part of the findings of this study? 
a.      Yes 
b.     No 
 

Thank you for your participation. If there are any additional comments that you wish to make, 
please use the space below.  
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Appendix B: The Swedish environmental objectives 
 

 Information from the Swedish Environmental Protection Agency (2015a; 2015b; 2016) 

 
 
 
 
 
 
 
 
 

Generation goal 

• Recovery of ecosystems 
• Conserving biodiversity 
• Conserving the natural and cultural 

environment 
• Conserving good human health 
• Efficient material cycles free from 

dangerous substances 
• Sustainable use of natural resources 
• Efficient energy use 
• Sustainable patterns of 

consumptions 

National environmental 
quality objectives 

• Reduced climate impact 
• Clean air 
• Natural acidification only 
• A non-toxic environment 
• A protecting ozone layer 
• A safe radiation environment 
• Zero eutrophication 
• Flourishing lakes and streams 
• Good-quality groundwater 
• A balanced marine environment, 

flourishing coastal areas and 
archipelagos 

• Thriving wetlands 
• Sustainable forests 
• A varied agricultural landscape 
• A magnificent mountain landscape 
• A good built environment 
• A rich diversity of plant and animal 

life 

Milestone targets 

• Emissions of greenhouuse gases by 
2020 

• Limited emissions of transboundary air 
pollution in Europe 

• Emissions of air pollution from 
maritime shipping 

• Emissions of air pollution from small-
scale wood burning 

• Particularly dangerous substances 
• Knowledge on the health and 

environmental properties of substances 
• Information about dangerous substances 

in articles 
• Development and application of the 

EU's chemical rules 
• More effective chemicals supervision in 

the EU 
• Non-toxic and resource-efficient 

ecocycles  
• Reducing children's exposure to 

dangerous chemicals  
• Greater environmental consideration in 

EU pharmaceuticals legislation and 
internationally 

• Better resource management in the food 
chain 

• Construction and demolition waste 
• Ecosystem services and resilience 
• Importance of biodiversity and the value 

of ecosystem services 
• Threatened species and habitat types 
• Invasive alien species 
• Knowledge about genetic diversity 
• A holistic approach to the use of land 
• The protection of land areas, freshwater 

areas and marine areas 
• Environmental consideration in forestry 
• Varied forestry 
• A dialogue process in a national forestry 

programme 
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