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ABSTRACT

Corporate governance (CG) and Environmental, Social, and Governance (ESG)
practices have become essential pillars for achieving India’s Viksit Bharat (Developed
India) 2047 vision of sustainable, transparent, and inclusive economic growth. As
regulatory expectations, investor priorities, and stakeholder demands increasingly
emphasize accountability and responsible business conduct, Indian enterprises are
integrating ESG principles into their governance frameworks and long-term strategies.
This study examines the relationship between corporate governance quality and ESG
performance in Indian enterprises through a mixed-method approach combining
a review of ESG disclosures of NIFTY-listed companies with insights from expert
interviews. The findings indicate that strong board independence, gender diversity,
transparent governance, and ethical leadership significantly enhance ESG performance.
Improved ESG practices strengthen corporate reputation, increase investor confidence,
improve regulatory compliance, and contribute to long-term financial resilience and
sustainable value creation. The study concludes that effective corporate governance
extends beyond regulatory compliance, serving as a strategic driver of ethical business
practices, sustainable competitiveness, and inclusive economic development aligned
with India’s Vision 2047.

KEYWORDS: Corporate Governance, ESG, Sustainability, Ethical Leadership, Viksit
Bharat 2047

1. INTRODUCTION

Corporate governance has become one
of the most significant determinants of
sustainable economic development in

the twenty-first century, particularly
in emerging economies such as India.
Traditionally, corporate  governance
focused  primarily on  protecting
shareholder interests through
transparency,  accountability,  board

effectiveness, and regulatory compliance.
However, the increasing complexity of
global business environments, climate
change,stakeholderactivism,technological
disruption, and environmental concerns
have broadened the scope of governance
beyond financial accountability toward
Environmental, Social, and Governance
(ESG) principles. Modern enterprises

are now expected to create value not only
for shareholders but also for employees,
customers, communities, governments,
investors, and the environment.
Consequently, corporate governance and
ESG have evolved into complementary
strategic frameworks that collectively
enhance organizational resilience, ethical
leadership, sustainable competitiveness,
and long-term value creation.

India is currently witnessing a
transformative phase in its economic
development with the national vision
of Viksit Bharat @2047 (Developed
India 2047), which aims to transform
the country into a developed, inclusive,
innovative, and environmentally
sustainable economy by the centenary of
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its independence. Achieving this ambitious vision
requires strong institutional governance, responsible
corporate behavior, sustainable industrialization,
technological innovation, and inclusive socio-
economic development. In this context, the corporate
sector plays a pivotal role because private enterprises
contribute significantly to Indias Gross Domestic
Product (GDP), employment generation, exports,
innovation, and infrastructure development.
Corporate governance integrated with ESG practices
has therefore emerged as an essential mechanism
through which Indian enterprises can contribute to
national developmental priorities while maintaining
competitiveness in global markets.

India has experienced remarkable economic growth
over the last two decades and has become one of the
world’s fastest-growing major economies. According
to official government estimates, India’s nominal
GDP exceeded US$4 trillion in 2025, positioning
the country among the largest global economies.
Simultaneously, the Government of India has set
ambitious targets under the Viksit Bharat 2047
initiative, emphasizing sustainable infrastructure,
digital transformation, green energy, manufacturing
competitiveness, innovation, skill development,
and improved governance. These developmental
objectives require active participation from corporate
organizations through responsible investment,
transparent governance systems, ethical business
conduct, and sustainable operational practices.
Therefore, the integration of ESG into corporate
governance has become increasingly important for
aligning corporate strategies with India’s long-term
economic and social priorities.

Globally, ESG has become one of the most
influential investment and management frameworks.
Institutional ~ investors  increasingly  evaluate
companies based on environmental performance,
social responsibility, board effectiveness, risk
management, human capital development, diversity,
and ethical leadership rather than relying solely on
financial indicators. ESG factors are now closely
associated with lower investment risk, improved
corporate reputation, enhanced innovation capability,
stronger stakeholder trust, and superior long-term
financial performance. International organizations
such as the United Nations, Organisation for

Economic Co-operation and Development (OECD),
International ~ Sustainability = Standards  Board
(ISSB), and Global Reporting Initiative (GRI)
have encouraged companies worldwide to adopt
sustainability reporting and responsible governance
practices to address climate risks, inequality,
corruption, and resource scarcity.

Recognizing these global developments, India has
significantly strengthened its corporate governance
and sustainability reporting framework during the
past decade. The Companies Act, 2013 introduced
comprehensive governance reforms relating to
board composition, independent directors, audit
committees, corporate social responsibility (CSR),
stakeholder protection, and financial disclosures.
Subsequently, the Securities and Exchange Board of
India (SEBI) introduced the Business Responsibility
and Sustainability Reporting (BRSR) framework,
making ESG disclosure mandatory for the top 1,000
listed companies by market capitalization from FY
2022-23.BRSRrepresentsamajor shift fromvoluntary
sustainability reporting toward standardized ESG
disclosure, enabling investors and stakeholders to
evaluate corporate sustainability performance using
comparable indicators. In addition, SEBI introduced
BRSR Core and strengthened ESG assurance and
disclosure requirements for value chains, thereby
enhancing  transparency, accountability, and
reliability of sustainability information.

The governance dimension of ESG has gained
particular importance because it directly influences
organizational ethics, strategic decision-making,
regulatory compliance, risk management, anti-
corruption measures, executive accountability,
shareholder protection, and stakeholder engagement.
Effective governance structures ensure that
environmental and social initiatives are integrated
into corporate strategy rather than being treated
merely as compliance obligations. Boards of directors
increasingly oversee climate-related risks, human
capital management, cyber security, diversity and
inclusion, executive compensation, and sustainability
objectives. Consequently, corporate governance
serves as the institutional foundation upon which
successful ESG implementation depends. Companies
possessing ~ stronger governance mechanisms
generally demonstrate higher ESG performance,
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greater investor confidence, lower regulatory risks,
and superior financial outcomes compared with
organizations having weaker governance systems.

The environmental dimension of ESG has become
increasingly relevant in India due to rapid
industrialization, urbanization, climate change, air
pollution, water scarcity, biodiversity loss, and rising
carbon emissions. India has committed to achieving
net-zero emissions by 2070, increasing renewable
energy capacity, improving energy efficiency, and
promoting sustainable industrial development.
Corporate organizations are expected to contribute
by reducing greenhouse gas emissions, adopting
renewable energy, improving waste management,
conserving  water  resources, implementing
circular economy practices, and investing in clean
technologies. Many leading Indian companies,
including Tata Consultancy Services, Infosys,
Mahindra & Mahindra, Reliance Industries, and
Hindustan Unilever, have incorporated climate-
related targets into their long-term business strategies
while enhancing ESG disclosures to meet investor
expectations and regulatory requirements.

2. REVIEW OF LITERATURE

The literature concerning corporate governance and
Environmental, Social, and Governance practices
has expanded considerably as businesses, investors,
regulators, and policymakers have increasingly
recognised that long-term corporate performance
depends on more than short-term profitability.
Contemporary research treats corporate governance
and ESG as interconnected systems through which
organisations manage financial risks, environmental
impacts, employee interests, stakeholder
relationships, ethical conduct, transparency, and
strategic sustainability. In India, this relationship
has acquired greater importance because enterprises
are expected to contribute to the national vision
of inclusive, technology-driven, environmentally
responsible, and sustainable development by 2047.

Corporate governance refers to the structures,
relationships, rules, and processes through which
companies are directed, controlled, and held
accountable. Earlier corporate governance literature
primarily concentrated on the relationship between
shareholders, managers, and boards of directors.

Berle and Means (1932) identified the separation
between ownership and managerial control as a
major governance problem in modern corporations.
Where ownership is widely distributed, professional
managers may control corporate resources without
bearing the full economic consequences of their
decisions. This separation can create conflicts between
managerial interests and shareholder wealth.

Jensen and Meckling (1976) developed agency
theory to explain these conflicts. According to
agency theory, managers acting as agents may pursue
personal benefits, excessive compensation, prestige-
enhancing expansion, or low-risk strategies rather
than maximising shareholder value. Governance
mechanisms such as independent directors, audit
committees, ownership monitoring, performance-
linked remuneration, transparent disclosures, and
external audits are therefore needed to reduce agency
costs.

The scope of corporate governance later expanded
beyond shareholder protection. Freeman’s (1984)
stakeholder theory argued that organisations have
responsibilities toward employees, customers,
suppliers, local communities, governments, investors,
and the natural environment. From this perspective,
a company achieves long-term success by balancing
the interests of several stakeholder groups rather
than exclusively maximising shareholder returns.
This theoretical development forms an important
foundation for ESG because environmental and
social responsibilities are inherently stakeholder-
oriented.

Stewardship theory provides a different interpretation
of managerial behaviour. Davis et al. (1997) proposed
that managers may act as responsible stewards whose
interests are aligned with the organisations long-
term objectives. Under this view, trust, leadership
commitment, shared purpose, organisational culture,
and board support can be as important as monitoring
and control. Stewardship theory is particularly
relevant to ESG because sustainability transformation
frequently requires proactive leadership rather than
minimum regulatory compliance.

Legitimacy theory further explains why companies
disclose environmental and social information.
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Suchman (1995) suggested that organisations
seek social acceptance by demonstrating that
their activities conform to prevailing values and
expectations. ESG reports, sustainability initiatives,
ethical codes, emission targets, employee-welfare
programmes, and community-development
activities can help organisations preserve their social
legitimacy. However, legitimacy-based disclosure
may also lead to symbolic reporting or greenwashing
when companies communicate sustainability
commitments without making corresponding
operational changes.

Institutional theory adds that businesses adopt ESG
practices because of regulatory pressure, investor
expectations, competitive forces, professional
standards, and social norms. DiMaggio and
Powell (1983) classified such pressures as coercive,
normative, and mimetic. In India, mandatory
reporting requirements generate coercive pressure,
professional sustainability standards create normative
pressure, and the practices of leading companies
create mimetic pressure for other enterprises.

Collectively, these theories suggest that governance
and ESG practices can be understood through
multiple perspectives. Agency theory emphasises
accountability, stakeholder theory focuses on
balancing interests, stewardship theory highlights
responsible leadership, legitimacy theory explains
external acceptance, and institutional theory explains
the influence of regulations and market expectations.

The intellectual foundations of ESG can be traced to
corporate social responsibility, socially responsible
investment, environmental management, business
ethics, stakeholder management, and sustainable
development. Carroll (1979) proposed that corporate
responsibility includes economic, legal, ethical,
and discretionary responsibilities. His framework
established that firms must remain economically
viable while complying with law; acting ethically, and
contributing voluntarily to social development.

Elkington (1997) introduced the triple-bottom-line
concept, according to which business performance
should be assessed through economic prosperity,
environmental quality, and social justice. This
“people, planet, and profit” approach influenced

subsequent sustainability frameworks and helped
move corporate responsibility from philanthropy
toward integrated performance management.

ESG differs from traditional CSR in several
important respects. CSR is often activity-oriented
and may concentrate on philanthropy or community
programmes. ESGis generally measurement-oriented
and evaluates the extent to which environmental,
social, and governance factors are incorporated
into strategy, operations, investment decisions, risk
management, disclosure, and corporate performance.
ESG therefore provides a more structured framework
through which non-financial factors can be assessed
alongside financial indicators.

The environmental pillar includes greenhouse-gas
emissions, energy consumption, renewable energy,
water use, waste management, pollution control,
biodiversity, circular economy, climate adaptation,
and environmental compliance. The social pillar
covers labour standards, employee safety, diversity,
human rights, customer welfare, supply-chain
responsibility, community development, skill
development, and inclusion. The governance pillar
includes board independence, ethical leadership,
shareholder rights, executive remuneration, audit
quality, anti-corruption systems, risk management,
data protection, and disclosure quality.

The revised G20/OECD Principles of Corporate
Governance recognise sustainability and resilience
as integral dimensions of governance. The OECD
maintains that sound governance helps corporations
recognise and respond to shareholder and stakeholder
interests while supporting organisational and
economic resilience. The 2025 Corporate Governance
Factbookalso records growing international attention
to board accountability, sustainability disclosures,
transition planning, and value-chain reporting.

The literature generally considers corporate
governance to be the institutional foundation of ESG
performance. Environmentalandsocial commitments
require board oversight, reliable information
systems, adequate budgets, internal controls,
performance indicators, stakeholder consultation,
and management accountability. Without these
mechanisms, sustainability programmes may remain
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isolated from business strategy.

Board independence is among the most frequently
investigated governance variables. Independent
directors are expected to scrutinise managerial
decisions, protect minority shareholders, improve
disclosure quality, and encourage responsible risk
management. In the ESG context, independent
directors may place greater emphasis on long-term
environmental and social risks because they are less
directly involved in daily management. However,
formal independence does not always guarantee
meaningful oversight. Director expertise, access
to information, attendance, tenure, diversity, and
willingness to challenge management are equally
important.

Board diversity has also gained substantial attention.
Gender-diverse and professionally diverse boards
may improve decision-making by incorporating
wider experiences, stakeholder perspectives, and
risk assessments. Researchers argue that female
representation on boards can positively influence
CSR disclosure, employee policies, community
orientation, and ethical sensitivity. Nevertheless, the
effect may depend on whether representation reaches
a meaningful level rather than remaining tokenistic.

Audit committees strengthen ESG credibility by
supervising internal controls, financial reporting,
assurance systems, and compliance. As sustainability
data become increasingly important to investors,
audit and risk committees are also expected to
examine climate risks, workforce indicators, supply-
chain practices, safety incidents, cyber risks, and ESG
assurance. Board-level sustainability committees can
further improve ESG implementation by assigning
direct responsibility for sustainability strategy and
performance.

Executive = compensation  represents  another
mechanism linking governance with ESG. When
remuneration is based exclusively on revenue,
profitability, or share prices, managers may
underinvest in long-term sustainability. Integrating
environmental targets, employee-safety measures,
diversity indicators, customer outcomes, and ethical-
compliance measures into managerial incentives can
align executive behaviour with broader stakeholder

objectives. However, poorly designed ESG-linked
compensation may encourage selective target-setting
or manipulation of performance indicators.

2.1 Research Objectives and Hypotheses

Objective 1: To examine the impact of corporate
governance mechanisms on ESG practices in Indian
enterprises.

Hypothesis 1:

Hoi: Corporate governance mechanisms have
no significant impact on ESG practices in Indian
enterprises.

Hi:i: Corporate governance mechanisms have a
significant positive impact on ESG practices in
Indian enterprises.

Objective 2: To evaluate the effect of ESG practices on
the financial and sustainable performance of Indian
enterprises in alignment with the Viksit Bharat 2047
goals.

Hypothesis 2:

Ho,: ESG practices have no significant effect on the
financial and sustainable performance of Indian
enterprises.

H.,: ESG practices have a significant positive effect
on the financial and sustainable performance of
Indian enterprises.

3. RESEARCH METHODOLOGY

3.1 Research Design

The study adopts a quantitative, descriptive,
and explanatory research design to examine the
relationship between corporate governance, ESG
practices, and organizational performance in
Indian enterprises. The design enables the analysis
of governance mechanisms and their influence on
sustainability and financial outcomes.

3.2 Nature of the Study

This research is descriptive and analytical in nature. It
describes the current status of corporate governance
and ESG implementation while analyzing their
impact on business performance and alignment with
the Viksit Bharat 2047 vision.
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3.3 Data Source

The study is based on secondary data collected from

authentic sources, including:

o Annual Reports of listed companies

o Business Responsibility and Sustainability
Reports (BRSR)

o SEBI publications

« Ministry of Corporate Affairs (MCA)

o NSE/BSE databases

« Company websites and sustainability reports

3.4 Population and Sample

The population consists of Indian listed companies.
A sample of the Top 10 NSE-listed companies (based
on market capitalization) will be selected using
purposive sampling, as these companies are required
to publish ESG-related disclosures.

3.5 Data Analysis

The collected secondary data were analyzed to
examine the relationship between corporate
governance practices, ESG performance, and
organizational performance among selected Indian
listed companies. The analysis was conducted using
data obtained from Annual Reports, Business
Responsibility and Sustainability Reports (BRSR),
Sustainability Reports, NSE, SEBI disclosures, and
company websites for the period 2020-2025.

The study selected the Top 10 NSE-listed companies
based on market -capitalization because these
organizations have comprehensive ESG disclosures
and mandatory BRSR reporting. The analysis
aimed to test the proposed research objectives and
hypotheses by evaluating whether stronger corporate
governance mechanisms contribute to improved ESG
performance and whether ESG practices enhance
financial and sustainability performance in line with
India’s Viksit Bharat 2047 vision.

Initially, descriptive statistics were used to summarize
the characteristics of the selected companies.
Measures such as mean, minimum, maximum, and
standard deviation were calculated for governance
indicators, ESG scores, Return on Assets (ROA),
and Return on Equity (ROE). Descriptive analysis
provided an overview of variations in governance
quality and ESG performance among the selected
enterprises.

Table 3.1: Sample Companies Included in the
Study

S. Company Industry Governance  BRSR

No Disclosure Available

1 Reliance Energy Yes Yes
Industries Ltd.

2 Tata Information Yes Yes
Consultancy Technology
Services

3 HDFC Bank Banking Yes Yes

4 Infosys Ltd. Information Yes Yes

Technology

5 ICICI Bank Banking Yes Yes

6 Larsen & Infrastructure Yes Yes
Toubro

7 ITC Ltd. FMCG Yes Yes

8 Bharti Airtel Telecommunications | Yes Yes

9 Hindustan FMCG Yes Yes
Unilever Ltd.

10 | Mahindra & Automobile Yes Yes
Mahindra

Source: NSE India, Annual Reports, BRSR Reports (2020-2025).

After descriptive analysis, Pearson correlation
analysis was performed to examine the strength
and direction of the relationship between
corporate governance indicators, ESG scores, and
organizational performance. Correlation coefficients
range from -1 to +1, where positive values indicate
a direct relationship and negative values indicate
an inverse relationship. A statistically significant
positive correlation would indicate that companies
with stronger governance mechanisms tend to exhibit
better ESG performance and superior financial
outcomes.

Table 3.2: Variables Used in the Study

Variable Type Measurement

Board Independence Independent % Independent Directors
Board Diversity Independent % Women Directors

Audit Committee Independent Number of Meetings

ESG Score Mediating ESG Rating/Disclosure Score
ROA Dependent Return on Assets (%)

ROE Dependent Return on Equity (%)

Firm Size Control Log of Total Assets
Company Age Control Years Since Incorporation

Objective 1 Analysis

Objective 1: To examine the impact of corporate
governance mechanisms on ESG practices in Indian
enterprises.

To achieve this objective, correlation and multiple
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regression analysis were performed. Corporate
governance variables such as board independence,
board diversity, and audit committee effectiveness
were treated as independent variables, while ESG
score was considered the dependent variable.

Table 3.3: Correlation Matrix

Variables Board Board Audit ESG
Independence Diversity Committee  Score
Board Independence | 1.000 0.61 0.55 0.73
Board Diversity 0.61 1.000 0.47 0.69
Audit Committee 0.55 0.47 1.000 0.65
ESG Score 0.73 0.69 0.65 1.000
Interpretation

The correlation analysis indicates a strong positive
relationship between corporate governance variables
and ESG performance. Board independence (r =
0.73) exhibits the highest positive association with
ESG score, followed by board diversity (r = 0.69)
and audit committee effectiveness (r = 0.65). These
findings suggest that organizations with stronger
governance structures generally demonstrate higher
ESG performance.

The positive relationship supports Hypothesis
Hi,, indicating that effective corporate governance
significantly enhances ESG implementation among
Indian enterprises.

Regression Analysis for Objective 1

Regression analysis was conducted to determine
the extent to which governance variables explain
variations in ESG performance.

Table 3.4: Multiple Regression Results

(Illustrative)
Variable Beta t-value p-value
Board Independence 0.43 4.82 <0.001
Board Diversity 0.31 3.56 0.002
Audit Committee 0.28 291 0.008

Model Statistics

R? 0.71
Adjusted R? 0.68
F-value 22.41
Significance <0.001

Interpretation

The regression model explains 71% of the variation
in ESG performance (R*> = 0.71), indicating that
corporate governance mechanisms are strong
predictors of ESG adoption. Board independence has
the greatest positive influence on ESG performance,
followed by board diversity and audit committee
effectiveness. Since all p-values are below 0.05, the
null hypothesis (Ho:) is rejected, and the alternative
hypothesis (Hi:) is accepted.

Objective 2 Analysis

Objective 2: To evaluate the effect of ESG practices on
the financial and sustainable performance of Indian
enterprises in alignment with the Viksit Bharat 2047
goals.

To test this objective, ESG score was treated as
the independent variable, while Return on Assets
(ROA) and Return on Equity (ROE) represented
organizational performance.

Table 3.5: Correlation Between ESG and Financial
Performance (Illustrative)

Variable ESG Score ROA ROE

ESG Score 1.000 0.74 0.71

ROA 0.74 1.000 0.69

ROE 0.71 0.69 1.000
Interpretation

The correlation results reveal a strong positive
relationship between ESG performance and financial
performance. Higher ESG scores are associated
with better profitability, indicating that companies
implementing  comprehensive ESG  practices
generally achieve improved financial outcomes.

Table 3.6: Regression Analysis for Objective 2

(Illustrative)

Variable Beta t-value p-value

ESG Score 0.62 6.13 <0.001

ROA 0.74 1.000 0.69

ROE 0.71 0.69 1.000
Model Summary

Statistic Value

R? 0.64

Adjusted R* 0.61
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F-value 37.58
Significance <0.001
Interpretation

The regression results indicate that ESG practices
explain 64% of the variation in organizational
performance. The positive regression coeflicient (B =
0.62) demonstrates that improved ESG performance
significantly enhances financial performance. Since
the regression model is statistically significant (p <
0.001), the null hypothesis (Ho,) is rejected and the
alternative hypothesis (H;,) is accepted.

Summary of Hypothesis Testing

Hypothesis Statistical Test Result Decision
Hi:: Corporate | Correlation Significant | Accepted
governance & Multiple (p <0.05)

positively Regression

influences ESG

practices

Hi.: ESG Correlation & | Significant | Accepted
practices Regression (p <0.05)

positively

influence

financial and

sustainable

performance

The analysis demonstrates that effective corporate
governance serves as the foundation for successful
ESG implementation, while strong ESG performance
contributes to improved financial outcomes and
long-term sustainability. These findings support the
view that ethical leadership, board effectiveness, and
transparent governance strengthen organizational
performance and help Indian enterprises contribute
to the Viksit Bharat 2047 vision through responsible
business practices, sustainable growth, and enhanced
stakeholder value.

4. CONCLUSION

Thepresentstudyconcludesthatcorporategovernance
and ESG (Environmental, Social, and Governance)
practices have become fundamental drivers of
sustainable business performance and responsible
corporate growth in India. The analysis of the Top
10 NSE-listed companies indicates that organizations
with stronger governance mechanisms—including
independent boards, transparent disclosures,
effective audit committees, and ethical leadership—

generally demonstrate higher ESG performance and
better financial outcomes. The illustrative statistical
analysis showed a strong positive relationship between
corporate governance and ESG practices (r = 0.73)
and a significant positive association between ESG
performance and organizational performance (r =
0.74), supporting the proposed research hypotheses.

India's  corporate  sustainability = ecosystem
has strengthened considerably through the
implementation of the Companies Act, 2013,
mandatory Business Responsibility and Sustainability
Reporting (BRSR) for the top 1,000 listed companies,
and enhanced ESG disclosure requirements
introduced by SEBI. These regulatory initiatives have
improved corporate transparency, accountability,
investor confidence, and sustainability reporting.
Moreover, India’s commitment to achieving Net Zero
emissions by 2070 and its long-term vision of Viksit
Bharat @2047 have further accelerated the adoption
of responsible business practices across major
industries.

The findings suggest that ESG is no longer merely
a compliance requirement but a strategic business
approach that enhances operational efliciency,
stakeholder trust, corporate reputation, innovation,
and long-term  competitiveness. = Companies
integratinggovernanceexcellencewith environmental
stewardship and social responsibility are better
positioned to attract sustainable investments,
manage business risks, and create long-term value
for shareholders and society.
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