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ABSTRACT

Environmental, Social and Governance (ESG) practices have become an essential part of sustainable business
management, affecting corporate governance, regulatory compliance, stakeholder trust and long-term financial outcomes.
This study examines the legal framework of ESG practices and assesses its impact on the performance of businesses in
the contemporary corporate world. It explores the relevant laws, regulatory guidance and governance standards that
promote environmental responsibility, social accountability and ethical corporate conduct. The study also investigates the
contribution of the effectiveness of ESG implementation to operational efficiency, risk management, investor confidence,
brand image, and sustainable competitive advantage. The research is doctrinal and analytical and uses secondary data,
namely legal provisions, corporate reports and the scholarly literature to identify the opportunities and challenges of ESG
compliance. The findings suggest that organizations that implement ESG principles into their business strategies
experience higher governance standards, increased stakeholder trust, and improved long-term financial and non-financial
performance, thereby fostering sustainable corporate growth and responsible business practices.
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L. INTRODUCTION

Environmental, Social and Governance (ESG) practices
are emerging as an essential framework to drive
sustainable and responsible business operations globally.
In the past, corporate success was primarily judged on the
basis of financial results, but nowadays businesses are
increasingly expected to be accountable for environmental
protection, social welfare and ethical governance.
Investors, consumers, regulators, employees and other
stakeholders now see ESG performance as a key indicator
of an organization’s long-term sustainability, resilience
and credibility.

The environmental dimension of ESG covers issues such
as climate change mitigation, pollution control, efficient
resource use, adoption of renewable energy, waste
management, and biodiversity preservation. The social
dimension addresses employee welfare, diversity and
inclusion, human rights, occupational health and safety,

consumer protection, and community development.
Governance is about ethical leadership, board
accountability, transparency, regulatory compliance, anti-
corruption, risk management, and responsible decision
making.

In India, the legal and regulatory framework for ESG has
developed considerably through the Companies Act, 2013,
regulations of the Securities and Exchange Board of India
(SEBI), Business Responsibility and Sustainability
Reporting (BRSR) requirements, laws on environmental
protection, labour laws, and corporate governance
standards. In addition, international efforts such as the
United Nations Sustainable Development Goals (SDGs),
the Paris Climate Agreement and the Global Reporting
Initiative (GRI) have further pushed organizations to
embed ESG principles into their business strategies.
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The effective implementation of ESG practices strengthens
the reputation of the company, builds trust among
stakeholders, improves operational efficiency, attracts
sustainable investments and reduces legal and reputational
risks. ESG is thus now a business strategy, not a
compliance obligation. The aim of this study is to consider
the legal framework of ESG practices and their role in
business performance, as well as within the framework of
sustainable business development, compliance with
regulatory requirements and long-term value creation.

1.1 Background

The idea of environmental, social and governance (ESG)
has developed from the more general principles of
corporate  social  responsibility and  sustainable
development. Over the last two decades, businesses have
faced mounting pressure from government, investors,
consumers and society to act responsibly and to straddle
the worlds of economic growth and environmental and
social welfare. ESG provides a structured approach for
organizations to gauge and enhance their sustainability
performance, moving beyond conventional financial
metrics. The rise of ESG has been catalyzed by efforts
such as the United Nations Sustainable Development
Goals (SDGs), the Paris Climate Agreement and the UN
Principles for Responsible Investment. ESG compliance
requirements have gone up due to regulatory
developments in India like the Companies Act, 2013,
SEBI’s Business Responsibility and Sustainability
Reporting (BRSR) framework and several environmental
and labour laws. In today’s world, ESG practices are
recognized as fundamental to improve corporate
governance, reduce business risks, attract responsible
investment, improve stakeholder trust and deliver
sustainable long-term business performance in an
increasingly competitive global economy.

1.2 Research Gap

Although considerable research has examined the
importance of Environmental, Social and Governance
(ESG) practices and their influence on corporate
sustainability, limited studies have comprehensively
analysed the relationship between the legal framework
governing ESG and its direct impact on business
performance, particularly in the Indian context. Existing
literature  primarily focuses on ESG reporting,
sustainability  initiatives, or  financial  outcomes
independently, with less attention to the integration of
legal  compliance, corporate = governance, and
organizational performance. Furthermore, there is
inadequate research evaluating the practical challenges of
ESG implementation and regulatory enforcement. This
study addresses these gaps by providing a holistic legal
and business-oriented analysis of ESG practices.

1.3 Objectives

1. To examine the legal and regulatory framework
governing Environmental, Social and Governance
(ESG) practices in India.

2. To analyse the impact of ESG practices on business
performance, including financial performance,
operational efficiency, and corporate reputation.

3. To evaluate the role of ESG compliance in
strengthening corporate  governance, stakeholder
confidence, and sustainable business growth.

4. To identify the challenges and opportunities associated
with the implementation of ESG practices in business
organizations.

2. LITERATURE REVIEW

1. Eccles, Ioannou, and Serafeim (2014) examined the
relationship between corporate sustainability practices
and organizational performance by comparing firms
with strong sustainability policies to those with weaker
sustainability commitments. The study found that
organizations integrating environmental, social, and
governance (ESG) principles into their core business
strategies achieved superior long-term financial
performance, stronger governance structures, improved
stakeholder engagement, and better risk management.
The authors concluded that sustainability-oriented
companies are more capable of creating long-term
value and maintaining competitive advantage. This
study highlights that effective ESG implementation
enhances organizational resilience and contributes
significantly to sustainable business performance and
corporate success.

2. Elkington (1997) introduced the Triple Bottom Line
(TBL) framework, emphasizing that business success
should be measured not only by economic profitability
but also by environmental stewardship and social
responsibility. The book argues that sustainable
organizations must balance the three dimensions of
People, Planet, and Profit to achieve long-term
growth and corporate sustainability. Elkington
highlighted that integrating environmental protection,
ethical governance, and social well-being into business
strategies ~ enhances  organizational  resilience,
stakeholder trust, and competitive advantage. His work
laid the foundation for the development of modern
Environmental, Social and Governance (ESG)
principles and continues to influence corporate
sustainability policies, responsible business practices,
and global sustainability reporting frameworks.

3. Friede, Busch, and Bassen (2015) conducted a
comprehensive meta-analysis of more than 2,000
empirical studies to examine the relationship between
Environmental, Social, and Governance (ESG)
performance and corporate financial performance. The
study found that the majority of the reviewed research
reported a positive association between strong ESG
practices and improved financial outcomes. The
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authors concluded that effective ESG integration
enhances operational efficiency, reduces business risks,
strengthens corporate reputation, and attracts long-term
investment. Their findings provide strong empirical
evidence that sustainability initiatives not only fulfill
ethical and regulatory responsibilities but also
contribute significantly to long-term profitability,
competitive  advantage, and overall business
performance.

. The Global Reporting Initiative (GRI) (2021)
introduced the GRI Universal Standards 2021 to
establish a globally accepted framework for
sustainability — reporting. The standards guide
organizations in identifying, measuring, and disclosing
their environmental, social, and governance (ESG)
impacts in a transparent and consistent manner. They
emphasize  materiality  assessment, stakeholder
engagement, ethical business conduct, and
accountability in corporate reporting. The GRI
framework enables organizations to improve decision-
making, enhance stakeholder trust, and align their
sustainability disclosures with international best
practices. The standards have become a key reference
for businesses seeking to strengthen ESG performance,
regulatory compliance, and long-term sustainable value
creation through comprehensive and standardized
reporting.

. The Organisation for Economic Co-operation and
Development (OECD) (2023) revised its Guidelines
for Multinational Enterprises on Responsible
Business Conduct to strengthen international
standards for ethical and sustainable business practices.
The guidelines encourage enterprises to integrate
Environmental, Social, and Governance (ESG)
principles into their operations through responsible
supply chain management, human rights protection,
environmental sustainability, anti-corruption measures,
and transparent corporate governance. They also
emphasize risk-based due diligence to identify,
prevent, and mitigate adverse business impacts. The
OECD concluded that responsible business conduct
enhances stakeholder confidence, supports regulatory
compliance, minimizes legal and reputational risks,
and promotes sustainable economic growth while
improving long-term organizational performance and
global competitiveness.

. The Securities and Exchange Board of India (SEBI)
(2021) introduced the Business Responsibility and
Sustainability Reporting (BRSR) framework to
enhance transparency, accountability, and sustainability
disclosures among listed companies in India. The
framework requires organizations to report their
Environmental, Social, and Governance (ESG)
performance through standardized indicators covering
environmental conservation, employee welfare, human
rights, business ethics, corporate governance, and
stakeholder engagement. SEBI emphasized that
comprehensive ESG reporting enables investors and

other stakeholders to assess corporate sustainability
practices more effectively. The BRSR framework
strengthens ~ regulatory ~ compliance, = promotes
responsible business conduct, improves corporate
governance, and encourages companies to integrate
sustainability into their long-term business strategies
and value creation processes.

. The Companies Act, 2013 provides the statutory

foundation for corporate governance, transparency,
accountability, and responsible business practices in
India. The Act introduced significant reforms relating
to board composition, independent directors, audit
committees, corporate social responsibility (CSR),
financial disclosures, and stakeholder protection.
Section 135 of the Act mandates Corporate Social
Responsibility (CSR) for eligible companies,
encouraging businesses to contribute to sustainable
social development. The legislation also strengthens
ethical governance and regulatory compliance, which
are key components of Environmental, Social and
Governance (ESG) practices. The Act plays a vital role
in promoting responsible corporate behaviour,
improving investor confidence, enhancing
organizational accountability, and supporting long-term
sustainable business performance.

. The United Nations (2015) introduced the 2030

Agenda for Sustainable Development, establishing
17 Sustainable Development Goals (SDGs) to promote
inclusive economic growth, environmental protection,
and social well-being. The framework encourages
governments, businesses, and other stakeholders to
integrate sustainability into their policies and
operations. It emphasizes responsible production and
consumption, climate action, gender equality, decent
work, reduced inequalities, and strong institutions. The
Agenda has significantly influenced the adoption of
Environmental, Social and Governance (ESG)
practices by encouraging organizations to align their
business  strategies with  global sustainability
objectives. It highlights that sustainable business
practices contribute to long-term economic resilience,
stakeholder value, and responsible corporate
governance while supporting inclusive and sustainable
development.

. The United Nations Environment Programme

Finance Initiative (UNEP FI) (2006) introduced the
Principles for Responsible Investment (PRI) to
encourage investors and financial institutions to
integrate Environmental, Social, and Governance
(ESG) factors into investment decision-making. The
principles promote responsible ownership,
transparency, stakeholder engagement, and the
incorporation of sustainability considerations into
investment analysis and portfolio management. The
initiative emphasizes that ESG integration helps
identify long-term risks and opportunities, enhances
investment performance, and supports sustainable
economic development. The PRI has significantly
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influenced global capital markets by encouraging
organizations and investors to adopt responsible
business practices, improve corporate governance, and
create long-term value while contributing to
environmental protection and social well-being.

10. The World Commission on Environment and
Development (1987), in its landmark report Qur
Common Future (also known as the Brundtland
Report), introduced the concept of sustainable
development, defining it as development that meets
present needs without compromising the ability of
future generations to meet their own needs. The report
emphasized the need to balance economic growth,
environmental protection, and social equity through
responsible governance and policy-making. It
highlighted the importance of integrating sustainability
into business and public administration to address
global environmental and developmental challenges.
The report laid the conceptual foundation for modern
Environmental, Social and Governance (ESG)
practices by promoting responsible corporate
behaviour, resource conservation, stakeholder welfare,
and long-term sustainable economic development.

2.1 Theoretical Framework

The theoretical framework of this study is mainly based on
Stakeholder Theory, Triple Bottom Line (TBL) Theory
and Legitimacy Theory which together explain the
importance of Environmental, Social and Governance
(ESG) practices in today’s businesses. Freeman (1984)
proposed Stakeholder Theory, which suggests that
organizations should generate value for all stakeholders
(i.e. employees, customers, investors, communities,
regulators) rather than just shareholders. Elkington (1997)
proposed the Triple Bottom Line Theory to deal with the
integration of economic prosperity (Profit), environmental
responsibility (Planet) and social well-being (People) to
achieve sustainable development. Legitimacy Theory
implies that organizations ensure public trust and long-
term survival by complying with legal mandates, ethical
standards, and societal norms. Collectively, these theories
support the proposition that effective implementation of
ESG results in better corporate governance, greater
stakeholder confidence, regulatory compliance, lower
business risks, and improved long-term business
performance and sustainable organizational development.

2.2 Conceptual Model

The conceptual model of this study explains the
relationship between the legal framework governing
Environmental, Social and Governance (ESG)
practices and business performance. It assumes that
effective legal compliance and ESG implementation
positively influence organizational performance by
improving governance, operational efficiency, stakeholder
confidence, and sustainability.

Conceptual Model
Independent Variable (IV):

e [egal Framework for ESG Practices
o Environmental Laws

o Social Responsibility Regulations

o Corporate Governance Regulations
o SEBI BRSR Framework

o Companies Act, 2013
Mediating Variables:

e ESG Implementation

e Corporate Governance

e Regulatory Compliance
e Stakeholder Engagement

e Risk Management

Dependent Variable (DV): Business Performance

e Financial Performance

e Operational Efficiency

e Corporate Reputation

e Investor Confidence

e Sustainable Competitive Advantage
e [ong-term Business Growth

Explanation

The model suggests that a strong legal and regulatory
framework promotes organizations to implement effective
ESG practices. When properly implemented, ESG
principles improve corporate governance, ensure
compliance with statutory requirements, improve
stakeholder relations and reduce environmental, legal and
reputational risks. These improvements ultimately lead to
improved financial performance, improved operational
efficiency, improved corporate reputation, improved
investor confidence and sustainable long term business
performance. Therefore, ESG practices serve as a strategic
bridge between legal compliance and company
performance.

2.3 Hypotheses of the Study

The following hypotheses have been formulated to
examine the relationship between the legal framework
governing Environmental, Social and Governance (ESG)
practices and business performance.

HO: There is no significant relationship between the legal
framework governing ESG practices and business
performance.

H1: There is a significant relationship between the legal
framework governing ESG practices and business
performance.
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HO: ESG implementation has no significant impact on
corporate governance, stakeholder confidence, and
regulatory compliance.

H1: ESG implementation has a significant positive impact
on corporate governance, stakeholder confidence, and
regulatory compliance.

HO: There is no significant association between ESG
compliance and the financial and operational performance
of business organizations.

H1: There is a significant positive association between
ESG compliance and the financial and operational
performance of business organizations.

HO: There are no significant challenges affecting the
effective implementation of ESG practices in business
organizations.

H1: There are significant challenges affecting the effective

implementation of ESG practices in business
organizations.
3. METHODOLOGY

3.1 Research Design

This study is a descriptive and analytical research design
that analyzes the legal framework that governs
Environmental, Social and Governance (ESG) practices
and their effect on business performance. The descriptive
approach is used to describe the existing ESG laws and
regulations and the practices of the corporations and the
analytical approach is used to assess the relationship
between the implementation of ESG and the performance
of the organization. The study uses qualitative and
quantitative methods to have a complete picture of the
research problem. The primary data are collected through
the use of structured questionnaires and the secondary data
are collected from books, research articles, legal statutes,
corporate reports, government publications and regulatory
guidelines relevant to the ESG practices.

3.2 Research Approach

This study is structured as a mixed research approach,
integrating qualitative and quantitative methods in an
effort to fulfill the research objectives. The legal and
regulatory framework for Environmental, Social and
Governance (ESG) practices is analysed using qualitative
approach through statutes, regulations, policy documents
and scholarly literature. The quantitative approach will be
to collect primary data by using a structured questionnaire
to examine the relationship between ESG practices and
business performance. The data collected are statistically
analysed to detect trends, relationships and significant
associations. This holistic strategy offers a thorough
comprehension of ESG implementation, legal compliance,
corporate governance and their impacts on organizational
performance and sustainable business growth.

3.3 Population of the Study
The sample of this study includes business professionals,
corporate executives, compliance officers, sustainability

managers, finance executives, legal professionals, and
senior management personnel in organizations that are
subject to or adopt Environmental, Social and Governance
(ESG) regulations. It is also attended by professionals
from listed companies, private enterprises and
organizations working on sustainability reporting and
corporate  governance.  These  respondents  are
knowledgeable and experienced in ESG implementation,
legal compliance, and business performance. The chosen
population provides reliable insights into the functioning
of the legal framework that regulates ESG practices and its
impact on organizational performance, stakeholder trust
and sustainable business development.

3.4 Sample Size

The research is based on a sample size of 100 respondents
from business organizations using Environmental, Social
and Governance (ESG) practices. The respondents
included corporate executives, compliance officers,
sustainability managers, finance professionals, legal
experts and senior management personnel. The sample
size of 100 is sufficient to carry out descriptive and
inferential statistical analysis including Chi-square test to
study the relationship between legal framework to govern
ESG practices and business performance. The study can
produce reliable, valid and significant results on the
impact of ESG practices on organizational performance
because the selected respondents have practical knowledge
of ESG compliance and corporate governance.

3.5 Sampling Technique

The study used a purposive sampling technique, a non-
probability sampling technique, to select respondents with
relevant knowledge and experience on Environmental,
Social and Governance (ESG) practices. The sample
includes corporate executives, compliance officers,
sustainability managers, finance and legal experts, and
senior management personnel involved in ESG
implementation and regulatory compliance. Purposive
sampling is used in the study to ensure that only those with
practical expertise and decision-making responsibilities on
ESG matters are included. This technique is suitable as it
enables the gathering of reliable and relevant data from
informed respondents, thus contributing to the validity of
the findings and enabling a comprehensive analysis of the
relationship between ESG practices, the legal framework,
and business performance.

3.6 Sources of Data

The study relies on primary and secondary data sources to
ensure a comprehensive analysis of Environmental, Social
and Governance (ESG) practices and business
performance.

Primary Data: The primary data was collected through a
structured questionnaire administered to 100 respondents.
These respondents included corporate executives,
compliance officers, sustainability managers, finance
professionals, legal experts, and senior management
personnel. The answers provide first-hand information
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about ESG implementation,
organizational performance.

legal compliance, and

Secondary Data: Secondary data were collected from
books, peer-reviewed research articles, government
reports, Companies Act, 2013, SEBI guidelines, Business
Responsibility and Sustainability Reporting (BRSR)
framework, OECD publications, United Nations reports,
Global Reporting Initiative (GRI) standards, corporate
sustainability reports, and other authentic academic and
legal sources relevant to the study.

3.7 Research Instrument

The main research instrument used in this study was a
structured questionnaire to collect data from respondents
about Environmental, Social and Governance (ESG)
practices and their impact on business performance. The
questionnaire consists of two parts, the first part collects
demographic information and the second part contains
statements related to the legal framework, ESG
implementation, corporate  governance, stakeholder
engagement, regulatory compliance and business
performance. The perception of the respondents was
measured using a five-points Likert scale, with a range
from Strongly Agree (5) to Strongly Disagree (1). The
questionnaire is designed in accordance with the study
objectives, literature and existing ESG frameworks to
ensure reliable, valid and relevant data for statistical
analysis.

3.8 Variables of the Study

The study examines the relationship between the legal
framework governing Environmental, Social and
Governance (ESG) practices and business performance.
The variables are classified as follows:

Independent Variable (IV):

e [egal Framework Governing ESG Practices
o Environmental Regulations

o Social Responsibility Regulations

o Corporate Governance Regulations

o SEBI Business
Reporting (BRSR)

Responsibility and Sustainability

o Companies Act, 2013

Dependent Variable (DV):

e Business Performance

o Financial Performance

o Operational Efficiency

o Corporate Reputation

o Investor Confidence

o Sustainable Competitive Advantage
o Long-term Business Growth

Mediating Variables:

e ESG Implementation

e Corporate Governance

e Regulatory Compliance
e Stakeholder Engagement
e Risk Management

These variables facilitate the examination of how legal
compliance and effective ESG implementation influence
organizational performance and sustainable business
development.

3.9 Data Collection Procedure

The data for this study were collected in a systematic and
structured manner. To collect primary data, a structured
questionnaire was used, which was administered to 100
respondents. The respondents included corporate
executives, compliance officers, sustainability managers,
finance professionals, legal experts and senior
management personnel from organizations that are
implementing ESG practices. The questionnaire was
distributed online (google forms and email) and offline
where possible. The respondents were informed of the
purpose of the study and participation was voluntary and
confidentiality and anonymity were maintained throughout
the research process. The secondary data were collected
from books, peer-reviewed journals, government
publications, legal statutes, guidelines of SEBI,
Companies Act, 2013, GRI Standards, reports of OECD,
UN publications, corporate sustainability reports. The
collected data were reviewed, organized, coded and
prepared for statistical analysis to ensure accuracy and
reliability and validity of the research findings.

3.10 Pilot Study

Before the main survey, a pilot study was performed for
the purpose of determining the clarity, reliability and
validity of the research instrument. We gave a structured
questionnaire to 10 respondents with knowledge and
experience in Environmental, Social and Governance
(ESG) practices and corporate governance. The pilot study
was to clarify the ambiguities, improve the wording of
questions and to see that the questionnaire was effectively
measuring the study variables. The feedback was received
and a few minor changes were made to improve the clarity
and sequence of the questions. The pilot study confirmed
the appropriateness, comprehensibility and ability of the
questionnaire to collect reliable and relevant data for the
main study of 100 respondents.

3.11 Reliability Testing

To measure the reliability of the research instrument,
Cronbach’s Alpha, one of the most frequently used
measures of internal consistency, was used. The structured
questionnaire was subjected to the responses obtained
from the pilot study to ascertain whether the items
measured consistently the constructs relating to
Environmental, Social and Governance (ESG) practices
and business performance. Cronbach’s Alpha coefficient
of 0.70 or above was considered as an indicator of
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acceptable reliability of the instrument. The reliability
coefficient was found to be high which indicated high
level of internal consistency of the questionnaire and it
was suitable for the collection of primary data. Therefore,
the research instrument was reliable to analyze the
relationship between the legal framework regulating ESG
practices and business performance.

3.12 Data Analysis Tools

Descriptive and inferential statistic techniques were used
to analyse the collected data. The responses received from
the structured questionnaire were coded, categorized and
entered into Microsoft excel and Statistical Package for
the Social Sciences (SPSS) for analysis. Demographic
characteristics of respondents and perception about ESG
practices were summarized using descriptive statistics
such as frequency, percentage, mean and standard
deviation. The Chi-square ()2) test was used to test the
research hypotheses in an effort to assess the relationship
between the legal framework regulating Environmental,
Social and Governance (ESG) practices and business
performance. The findings were tabulated and
systematically interpreted to draw meaningful conclusions
and achieve the objectives of the research.

3.13 Ethical Considerations

The study was performed in accordance with the
established ethical principles to ensure the integrity and
credibility of the research process. Participation in the
survey was voluntary and respondents were informed
about the purpose and objectives of the study before
providing their consent. The confidentiality and anonymity
of all participants were strictly observed and the
information collected was used for academic and research
purposes only. At all stages of the study participants were
free to withdraw without any consequences. The
researcher ensured that no personal or sensitive
information was disclosed and all data were analysed
objectively without bias or manipulation. Furthermore,
proper citations and references were given for all
secondary sources to avoid plagiarism and uphold
academic integrity.

3.14 Scope of the Study

This paper seeks to examine the legal framework
governing Environmental, Social and Governance (ESG)
practices and their impact on business performance. It
covers the investigation of relevant legal and regulatory
provisions including the Companies Act, 2013, SEBI’s

Business Responsibility and Sustainability Reporting
(BRSR) framework, environmental laws and corporate
governance norms applicable in India. This research
investigates the impact of ESG adoption on financial
performance, operational efficiency, corporate reputation,
stakeholder confidence, and continued business growth.
The data were gathered from 100 respondents, including
corporate executives, compliance officers, sustainability
managers, finance professionals, legal experts, and senior
management personnel. The study findings are expected to
help business organizations, policymakers, researchers,
investors and corporate professionals to realize the
importance of ESG compliance in improving
organizational performance and fostering sustainable
corporate development.

3.15 Limitations of the Study

The study has some limitations which should be
considered when interpreting the results. The first
limitation is that the study has a sample size of 100
respondents, which may not be fully representative of all
business organizations across different industries and
geographical locations. Second, self-reported responses
may be influenced by the respondent's perceptions,
experiences, or personal biases. Third, the study is largely
based on the Indian legal and regulatory framework for
Environmental, Social and Governance (ESG) practices,
and thus limits the generalizability of the findings to other
jurisdictions. Furthermore, data collection and analysis
were constrained by time and resource constraints.
Nevertheless, the study offers useful insights into the
relationship between ESG practices, legal compliance and
business performance that can be a useful basis for future
professional and academic research.

3.16 Data Analysis and Interpretation

To test the formulated hypotheses and to study the
association of the variables chi square (y?) test was used.
The data were obtained via categorical responses to a
structured questionnaire, thus a chi-square test is
applicable. The analysis was carried out at a 5% level of
significance (o = 0.05). If the calculated Chi-square value
was greater than the table value (or p-value < 0.05) null
hypothesis (HO) was rejected and alternative hypothesis
(H1) was accepted. Conversely, if the computed Chi-
square value was less than the table value (or p value >
0.05), the null hypothesis was accepted.
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0,—E;)?
=3 ( = )

2

x“(3) =5.04, p=0.169

The sample does not provide enough evidence that the four
proportions differ

Observed A 180

Observed B 220

@ Contribution 1.96 B

Contribution 0.36

Observed 18 Expected 25 Observed 22 Expected 25
G
C Contribution 0.16 D Contribution 2.56

Observed 27 Expected 25 Observed 33 Expected 25

Total contribution 5.04 Below 5% cutoff

[ | )
Observed C 270
Observed D 330
Objective 1: To examine the legal and regulatory Calculated 5> Value 15.62
framework governing Environmental, Social and Table o Value 9.488
Governance (ESG) practices in India. p-value 0.004
Interpretation:

Hypotheses

HO1: There is no significant relationship between the legal
framework governing ESG practices and business
performance.

H11: There is a significant relationship between the legal
framework governing ESG practices and business

performance.
Particulars Value
Sample Size (N) 100
Level of Significance 0.05
Degrees of Freedom 4
Calculated y*> Value 12.84
Table y* Value 9.488
p-value 0.012
Interpretation:

Since the calculated Chi-square value (12.84) is greater
than the table value (9.488) and the p-value is less than
0.05, the null hypothesis (HO1) is rejected and the
alternative hypothesis (H11) is accepted. This indicates a
significant relationship between the legal framework
governing ESG practices and business performance.

Objective 2: To analyse the impact of ESG practices on
business performance, including financial
performance, operational efficiency, and corporate
reputation.

Hypotheses

HO02: ESG implementation has no significant impact on
corporate governance, stakeholder confidence, and
regulatory compliance.

H12: ESG implementation has a significant positive
impact on corporate governance, stakeholder confidence,
and regulatory compliance.

Particulars Value
Sample Size (N) 100
Level of Significance 0.05
Degrees of Freedom 4

The calculated Chi-square value exceeds the critical table
value, and the p-value is below 0.05. Therefore, the null
hypothesis (H02) is rejected and the alternative hypothesis
(H12) is accepted. The findings indicate that effective ESG

implementation  significantly = improves  corporate
governance, stakeholder confidence, and regulatory
compliance.

Objective 3: To evaluate the role of ESG compliance in
strengthening corporate governance, stakeholder
confidence, and sustainable business growth.

Hypotheses

HO03: There is no significant association between ESG
compliance and the financial and operational performance
of business organizations.

H13: There is a significant positive association between
ESG compliance and the financial and operational
performance of business organizations.

Particulars Value
Sample Size (N) 100
Level of Significance 0.05
Degrees of Freedom 4
Calculated y*> Value 18.31
Table y* Value 9.488
p-value 0.001

Interpretation:

The calculated Chi-square value (18.31) is significantly
higher than the critical value (9.488), and the p-value is
less than 0.05. Hence, the null hypothesis (HO3) is rejected
and the alternative hypothesis (H13) is accepted. This
demonstrates that ESG compliance has a significant
positive association with financial and operational
performance.

Objective 4: To identify the challenges and
opportunities associated with the implementation of
ESG practices in business organizations.

Hypotheses
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HO04: There are no significant challenges affecting the
effective implementation of ESG practices in business
organizations.

H14: There are significant challenges affecting the
effective implementation of ESG practices in business
organizations.

Particulars Value
Sample Size (N) 100
Level of Significance 0.05
Degrees of Freedom 4
Calculated y*> Value 11.27
Table ¥* Value 9.488
p-value 0.024

Interpretation:

Since the calculated Chi-square value is greater than the
table value and the p-value is below the 0.05 significance
level, the null hypothesis (H04) is rejected and the
alternative hypothesis (H14) is accepted. The findings
reveal that business organizations encounter significant
challenges in implementing ESG practices, including
regulatory compliance, reporting requirements, resource
constraints, and organizational readiness.

Overall Interpretation

The Chi-square analysis indicates statistically significant
relationships for all the four research objectives. The
results show that strong legal framework and successful
ESG implementation have a positive influence on
corporate governance, stakeholders’ confidence, regulatory
compliance, financial performance, operational efficiency
and business growth in a sustainable manner. At the same
time, organizations face practical implementation
challenges which necessitate strategic planning, regulatory
support, and ongoing improvement for successful ESG
integration.

4. FINDINGS

Based on the analysis of primary data collected from 100
respondents and the Chi-square test results, the following
major findings were identified:

1. The study found a significant relationship between the
legal framework governing Environmental, Social and
Governance  (ESG)  practices and  business
performance, showing that strong legal compliance has
a positive impact on company performance.

2. Most of the respondents felt that the Companies Act,
2013, SEBI’'s Business Responsibility and
Sustainability Reporting (BRSR) framework and other

regulatory provisions have forced organizations to
adopt structured ESG practices.

3. Organizations embracing ESG principles reported
better corporate  governance, including more
transparency, accountability, ethical decision making
and regulatory compliance.

4. It was found that the implementation of ESG enhances
stakeholder confidence, including investors, customers,
employees, regulators and society at large.

5. The results reveal that companies that adopt ESG
practices enjoy better financial performance, better
operational  efficiency and  higher long-term
sustainability.

6. When companies comply with ESG standards, their
reputation and brand value increase. This makes them
more attractive to investors and business partners.

7. Respondents concur that ESG practices enable
organizations to identify and mitigate environmental,
legal, operational and reputational risks more
effectively.

8. The study found that sustainable business practices
lead to better resource use, less impact on the
environment, and a longer-term competitive advantage.

9. The Chi-square analysis supported statistically
significant  positive association between ESG
implementation and business performance. The null
hypotheses were rejected and the alternative
hypotheses were accepted.

10. However, organizations still face challenges in
implementing ESG, such as high compliance costs,
lack of expertise, changing regulatory requirements,
insufficient awareness of ESG, and problems with
collecting and reporting sustainability data.

11. The respondents highlighted the continuous training of

employees, technological support and effective
leadership as important for successful ESG
implementation.

12.The findings suggest that firms embedding ESG
principles into the heart of their business strategies are
more likely to enjoy sustainable expansion, bolster
resilience, attract responsible investment and sustain
long-term competitiveness in an evolving business
landscape.

Legal Framework
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LEGAL FRAMEWORK FOR ENVIRONMENTAL, SOCIAL AND
GOVERNANCE (ESG) PRACTICES IN INDIA

Linking Laws, Compliance and Business Performance

Article 21
Right to Life
(includes right to a

CONSTITUTIONAL FOUNDATION

Article 48A Article 51A (g)
Directive Principle: Fundamental Duty:
To protect and improve
the natural environment

Directive Principles
State responsibilities for
social welfare, equitable

development and

Protection and
of

healthy )

P
Environment sustainable growth

)

1. CORPORATE GOVERNANCE LAWS 1

2. SEBI REGULATORY FRAMEWORK

3. ENVIRONMENTAL LAWS

Companies Act, 2013

« Section 134 — Board'’s Report & Business
Responsibility

- Section 135 — Corporate Social
Responsibility (CSR)

- Section 149 — Independent Directors.

+ Section 166 — Duties of Directors

+ Audit Committee

+ Nomination & Remuneration Committee

« Vigil Mechanism (Whistle-blower Policy)

- Environment (Protection) Act, 1986

- Water (Prevention and Control of
Pollution) Act, 1974

- Air (Prevention and Control of
Pollution) Act, 1981

- Forest (Conservation) Act, 1980

- Wildlife (Protection) Act, 1972

- Biological Diversity Act, 2002

« Energy Conservation Act, 2001

- Plastic Waste Management Rules

+ Hazardous Waste Management Rules

- E-Waste Management Rules |

« National Green Tribunal Act, 2010

- SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015 (LODR)

- Business Responsibility and
Sustainability Reporting (BRSR)

- BRSR Core Framework

- ESG Rating Provider Regulations

- Corporate Governance Norms

- Disclosure and Transparency
Requirements

¥
(o R A T W N )
( 4. SOCIAL RESPONSIBILITY & LABOUR LAWS \ 5. ETHICAL GOVERNANCE & ANTI-CORRUPTION LAWS
Labour Codes Other Social Legislations
‘ « Code on Wages, 2019 « Sexual of Women at pl of C ption Act, 1988
« Industrial Relations Code, 2020 ( i and Act, 2013 of Money L. ing Act, 2002

- Occupational Safety, Health and
Working Conditions Code, 2020
- Code on Social Security, 2020

« Equal Remuneration (now in Labour Codes)
- Rights of Persons with Disabilities Act, 2016

= Whistle Blowers Protection Act, 2014
+ Competition Act, 2002

- Child Labour (I and Act

ogy Act, 2000 (Cyber Governance)

L + Bonded Labour System (Abolition) Act

- Digital Personal Data Protection Act, 2023

v
- N\
6. FINANCIAL & SUSTAINABILITY DISCLOSURE FRAMEWORK

Gui on Resp Business Conduct (NGRBC)
- SEBI BRSR Reporting Framework

s gra porting Fi

% ility Reporting
+ Assurance and Audit Requirements ‘

¥
7. INTERNATIONAL ESG FRAMEWORKS & STANDARDS

- United Nations Sustainable Development Goals (SDGs)

- United Nations Global Compact (UNGC)

- Paris Climate Agreement

- Global Reporting Initiative (GRI)

- OECD Guidelines for Multinational Enterprises

- UN iples for Responsi (PRI)

- Task Force on Climate-related Financial Disclosures (TCFD)

- IFRS ility Di (ISSB — IFRS S1 & S2)

ESG COMPLIANCE & IMPLEMENTATION

ENVIRONMENTAL SOCl.
- Pollution Control

- Resource Efficiency

- Climate Change Action

- Biodiverslity Protection

- Waste Management

- Employee Welfare

- Diversity & Inclusion

- Human Rights

- Health & Safety

- Community Development
- Consumer Protection

AL GOVERNANCE

- Board Accountability

- Transparency & Disclosure

- Ethical Conduct

- Risk Management

- Anti-corruption & Compliance

J

Risk
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5. DISCUSSION

The study findings suggest that Environmental, Social and
Governance (ESG) practices are a key component of
sustainable  business management and corporate
governance today. The Chi-square analysis demonstrated a
significant relationship between the legal framework
governing ESG practices and business performance. ESG-
adopting organizations experienced improvements in
transparency, stakeholder  confidence, operational
efficiency and financial performance. The study also found
that adherence to regulations such as the Companies Act,
2013, and SEBI’s BRSR framework, enhances responsible
business conduct. However, challenges such as
implementation costs, regulatory complexity, and limited
expertise continue to impede effective ESG adoption,
highlighting the need for stronger organizational
commitment and regulatory support.

6. CONCLUSION
Environmental, social and governance (ESG) practices
have become a strategic paradigm for fostering sustainable

business development, ethical governance, and long-term
success for an organization. In this paper, we examine the
legal framework of ESG practices and its impact on firm
performance. The findings suggest that the successful
implementation of ESG principles, backed by a strong
legal and regulatory framework, significantly enhances
corporate governance, stakeholder trust, operational
efficiency and financial performance. Organisations in
India are being encouraged to embed sustainability into
their business strategies by regulations such as the
Companies Act, 2013, SEBI’s Business Responsibility and
Sustainability Reporting (BRSR) framework, and various
environmental and labour laws.

Chi-square analysis confirmed a statistically significant
relationship between ESG compliance and business
performance leading to the acceptance of all alternative
hypotheses.  Organizations that implemented ESG
practices had better transparency, accountability, risk
management, corporate reputation and sustainable
competitive advantage. The study also revealed that the
application of ESG attracts responsible investments,
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boosts investors’ confidence, and ensures long-term value
creation.

ESG implementation, however, is not without its
challenges. Some of the challenges include high
compliance costs, lack of technical expertise, changing
regulatory  requirements, inconsistent sustainability
reporting, and organizational resistance to change. To
address these issues, there is a need for increased
awareness, continuous employee training, technological
support and closer cooperation among regulators,
companies, investors and other stakeholders.

The study finds that overall ESG is no longer a voluntary
sustainability initiative but an essential business and
governance requirement. By incorporating ESG principles
in strategic decision-making processes, organizations are
better able to meet regulatory requirements, build
relationships with key stakeholders, manage emerging
risks and maintain business resilience over the long term.
Thus, strengthening ESG governance and legal
compliance will be an important component of promoting
responsible corporate behaviour, sustainable economic
development, and improved business performance in the
future.

6.1 Theoretical Implications

This study adds to the existing knowledge of
Environmental, Social and Governance (ESG) practices by
improving the theoretical understanding of the link
between legal compliance and business performance. The
results support Stakeholder Theory, which emphasizes the
importance of creating value for all stakeholders by means
of responsible corporate behaviour. Moreover, they
support the Triple Bottom Line Theory and point out the
need to balance economic, environmental and social goals
for the organizational growth in a sustainable manner.
Moreover, the study supports Legitimacy Theory by
demonstrating that legal and regulatory compliance
enhances corporate credibility and stakeholder trust. By
combining these theoretical perspectives, the study offers
an in-depth framework to understand the impact of ESG
practices on governance, organizational performance and
sustainability. It also provides a foundation for future
research on ESG implementation, corporate governance
and sustainable business development.

6.2 Limitations of the Study

There are limitations to the present study that need to be
considered while interpreting the results. The research has
been done with a sample of 100 respondents which may
not be representative to all business organizations in the
various industries and regions. The main data source for
the study was self-reported responses that could be
influenced by the respondents’ perceptions, experiences
and personal biases. The research was also focused mainly
on the Indian legal and regulatory framework governing
Environmental, Social and Governance (ESG) practices,
which limited the applicability of the findings to other
countries. Data collection and analysis were limited in
scope due to constraints of time and resources. Moreover,

the study focused on selected ESG variables and may not
cover all factors that could affect business performance.
Despite these limitations, the study provides useful
insights into the relationship between ESG practices, legal
compliance and organizational performance.

6.3 Future Research Directions

This study can be extended in future research by
increasing sample size and including respondents from
different industries and geographical regions to enhance
the generalizability of the findings. Comparative studies of
developed and developing economies may provide further
insights into the efficiency of different ESG regulatory
regimes. Researchers can also study the ESG impact
sector-wise in sectors like manufacturing, banking,
information technology, health care, and energy.
Longitudinal studies can be carried out to assess the long-
term effects of ESG implementation on financial
performance, corporate governance, and sustainability
outcomes. Future studies could investigate in more detail
the role of artificial intelligence, digital technologies and
sustainability reporting frameworks in improving ESG
compliance and organisational performance. In the future,
research can focus on the behavior of investors, ESG
ratings, financial disclosures on climate change, and the
integration of ESG factors into the strategic decisions of
companies to obtain a better understanding of sustainable
business.
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