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Abstract:  
This study presents a systematic evaluation of research on the correlation between ESG aspects and the 

financial performance of top Indian corporations. ESG integration in investment strategies and business 

decision-making has become a focus point due to the growing worldwide attention on sustainable practises. This 

review synthesises information from multiple research efforts, examines the consistency of results across 

different studies, and underlines the distinctive elements of the Indian market. Financial performance, risk 

management, and the allure of investors are all areas where organisations with good ESG practises tend to excel. 

However, the magnitude of these advantages varies depending on the sector, the size of the organisation, and the 

ESG factors that are being addressed. Data inconsistency, a lack of standardised reporting, and legal 

impediments are just some of the difficulties encountered by Indian organisations when they try to apply ESG 

practises, and they are all discussed in this article. Despite these obstacles, businesses may gain a competitive 

advantage, encourage innovation, and aid in sustainable development by adopting ESG practises. 
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Introduction: 

Investment choices and company strategies increasingly factor in ESG factors in the previous several 

decades. This change reflects an increasing understanding that sustainable business practises are not just morally 

required but also financially beneficial. Taking into account ESG aspects is becoming more important in India 

due to the country's rapidly developing economy and diverse sociocultural terrain. Indian businesses, 

particularly market leaders, are in the front of this shift, as they seek to strike a better balance between profit and 

sustainability [1]. The study of ESG elements is especially relevant for Indian corporations due to the country's 

complex social fabric, environmental concerns, and ever-changing corporate governance systems. When it 

comes to environmental protection and social justice, the country's fast industrialization and economic progress 

has long been at odds. Therefore, major Indian businesses are at a crossroads, having to balance the need to 

maximise profits with the need to operate responsibly and sustainably. The rising amount of work that 

investigates the link between ESG elements and financial performance, risk management, and sustainability 

over the long term demonstrates the importance of these considerations in this setting. The purpose of this 

article is to synthesise and evaluate the literature on the impact of ESG aspects on the financial performance of 

major Indian corporations. Through this, it hopes to fill in the gaps in the existing literature and point the way 

towards fruitful future studies. The paper's other objective is to assist investors, business executives, and 

policymakers in comprehending the monetary effects of ESG variables so that they may make educated choices 

that promote long-term economic growth. 

ESG in the Global Context: 

Significant progress has been made in recent decades towards the incorporation of ESG considerations 

into investment choices and company strategy. Early techniques frequently entailed removing businesses 

affiliated with problematic sectors like tobacco or weapons, and were therefore characterised as socially 

responsible investment (SRI). The emphasis switched from excluding corporations to actively searching out 

those with high ESG performance as time went on. Evidence accumulating that ESG aspects are significant to 

financial performance has helped drive this movement, as has the observation that businesses with strong ESG 

practises outperform their counterparts over the long run [2]. The connection between ESG elements and 

financial success has been the subject of a large body of research across a wide range of nations and sectors. 

More than 90% of the time, ESG correlates positively with firm financial success, according to a meta-analysis 

of over 2,000 empirical research. There is a correlation between a company's ESG score and its cost of capital, 

volatility, and profitability. This association is not always strong or the same across regions or industries or ESG 

issues. 

Diverse causes, such as rising consciousness about climate change, social injustice, and corporate 

governance challenges, are fueling a worldwide shift towards ESG integration. The importance of ESG issues to 

a company's risk profile, operational efficiency, and long-term survival is increasingly being recognised by 

investors. However, there are obstacles to ESG integration that need to be overcome, such as the absence of 
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standardisation in reporting and the emphasis on short-term success. Despite these obstacles, investor demand, 

legislative advancements, and a social movement towards sustainability are driving the trend towards ESG 

integration. Understanding the significance and effects of ESG investment in countries like India requires a 

global framework [3].  

Literature: 

Velte (2020) investigates the complicated link between German firms' ESG performance and their 

financial consequences. This research seeks to statistically evaluate whether or not adhering to ESG principles 

corresponds with improved financial success against the background of a growing worldwide trend towards 

sustainable and responsible business practises. The study's results show a significant positive association, 

suggesting that businesses with strong ESG practises also likely to have superior financial performance. This is 

especially noticeable when thinking about things like earnings, productivity, and stock price. The research 

highlights ESG's governance component for its significant effect on financial results. By conducting this 

empirical examination in the German setting, Velte adds to the existing literature and bolsters the credibility of 

the stakeholder hypothesis. According to this hypothesis, businesses that adopt responsible business practises 

across the board and prioritise the needs of a broad range of stakeholders are more likely to have positive 

financial results. 

With a focus on Indian businesses, Mani (2020) investigated the connection between environmentally 

responsible operations and bottom-line results at major multinationals. The study used both quantitative and 

qualitative techniques to draw connections and comprehend the intricacies of the relationship, and it was based 

on a thorough examination of the literature and empirical data analysis. To provide a comprehensive and diverse 

view, the data set was obtained from a wide variety of sectors and regions. Sustainable practises were shown to 

have a favourable effect on financial outcomes, as determined by the study. There was a correlation between a 

company's capacity to weather financial storms and the degree to which it incorporated ESG factors into its 

operational and strategic frameworks. For Indian businesses, the study's findings on the financial benefits of 

integrating sustainability goals into corporate strategy were especially insightful. It offered data that disproved 

the idea that sustainability is just another expense, and instead framed it as a valuable strategic asset for the 

company's long-term success. 

The dynamics of how ESG elements affect financial performance were investigated in depth by 

Puranik (2021), who used a comprehensive technique that included both quantitative and qualitative data. The 

study covered several different sectors, giving us a complete picture of the issue at hand. The outcomes of the 

research demonstrated a considerable positive association between good ESG performance and increased 

financial results. Companies who adopted sustainable practises and governance models early on outperformed 

their competitors in terms of profitability, operational efficiency, and market value. ESG's social and 

environmental components were stressed in particular to show how ethical business practises may boost profits. 

Transparency and accountability were also highlighted as being essential to the study's findings on the ESG-

financial performance nexus. Investors were more attracted to companies that were open about their 

sustainability efforts and showed responsibility in their governance systems, leading to improved financial 

success. 

Research by Bansal (2017), based on a thorough examination of the relevant literature and theoretical 

frameworks, sheds light on the nature, history, and contemporary relevance of the concepts of corporate 

sustainability and corporate responsibility. The authors found that although both notions stem from a company's 

dedication to ethical practises and beneficial social effect, they differ in their central emphasis and execution. To 

ensure its long-term success and resilience, businesses must strike a sustainable balance between their bottom 

line and the health of the environment and the communities in which they operate. However, corporate 

responsibility was defined as a company's duty to address pressing social issues and public expectations, often 

via volunteer work and financial contributions. In order to develop more targeted and efficient business 

strategies, the article emphasised the need of understanding the distinctions between these two methods. It 

emphasised the need of combining sustainability and responsibility practises for businesses that want to make a 

difference and thrive in the long run. 

Sharma (2020) set out to determine whether there was any correlation between an organization's 

dedication to ESG principles and its financial performance. The research used a quantitative approach to 

examining this link across a wide variety of businesses by using data from prominent sustainability rating 

organisations and comparing it with key financial success criteria. Strong ESG practises were shown to correlate 

positively with financial performance, demonstrating that this study was successful. Governance issues emerged 

as a crucial driver of financial performance, especially in terms of profitability and market price. The findings of 

the research lent credibility to the stakeholder hypothesis, which maintains that companies which care about the 

interests of their many constituencies rather than simply their shareholders are more likely to succeed 

financially. The findings of this study challenge the conventional wisdom that corporate responsibility is more 

of a cost than an investment, emphasising instead the strategic significance of incorporating ESG issues into 
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company operations and decision-making processes. It highlighted the importance of ESG practises in giving a 

corporation an edge in the marketplace. 

ESG Factors: 

In order to determine whether or not a company's operations and commercial practises are sustainable 

and ethical, they are measured against a set of criteria known as ESG aspects [4]. Some of the most salient 

features of the three ESG categories are shown below: 

Environmental: 

Analysing the business's contribution to global warming and its efforts to reduce its effects. Assessing 

the efficacy of energy use and conservation efforts. Environmental impact assessment of the firm. Taking a look 

at how the firm affects ecosystems and whether or not it is doing enough to preserve biodiversity [5]. Taking a 

look at the business's waste management and recycling procedures. Comparing renewable energy sources with 

traditional energy sources. Putting money into and using eco-friendly technology. 

Social: 

Assessing the company's handling of its staff, its approach to diversity, and its inclusion policy. Taking 

a look at how the firm treats the communities it serves. Making certain that all points in the company's supply 

chain adhere to fair labour practises and respect for human rights. Assessing the company's responsiveness to 

client requests and issues [6]. Making sure things are consumer-friendly and properly labelled. Assessing the 

company's contribution to meeting the need for basic services in underserved areas. Analysing the business's 

privacy and data protection practices. 

Governance: 

Assessing the board of directors' composition, performance, and impartiality. Examining whether or 

not executive compensation is proportional to corporate success and shareholder value. Putting safeguards in 

place to avoid bribery and other forms of corruption inside the firm. Shareholders' rights must be safeguarded, 

and they must be given a say in major business decisions for the firm. Making sure the organisation has solid 

internal procedures to identify and stop fraud. Analysing how open the firm is with its reporting and disclosures. 

Making sure the business operates in a sustainable and ethical manner across its supply chain. 

Investors are increasingly using these criteria to find firms that are not only lucrative but also make 

beneficial contributions to society and the environment, since they give a complete framework for assessing a 

company's sustainability and ethical effect [7]. Market circumstances, industry trends, the regulatory 

environment, and company-specific strategies and operations may all have a bearing on the financial success of 

major Indian enterprises. The following is a list of frequent financial outcomes used to evaluate business 

performance: 

Table 1: List of Frequent Financial Outcomes Used to Evaluate Business Performance 

Category Financial Outcome Description 

Profitability 

Net Profit 
Total earnings after all expenses, taxes, 

and interest. 

Gross Profit Revenue minus the cost of goods sold. 

Operating Profit 
Earnings from core business operations, 

excluding taxes and interest. 

Return on Assets (ROA) 
Measures efficiency in using assets to 

generate profit. 

Return on Equity (ROE) 
Net income returned as a percentage of 

shareholders' equity. 

Earnings Before Interest, Taxes, 

Depreciation, and Amortization 

(EBITDA) 

A measure of a company's operating 

performance. 

Liquidity 

Current Ratio 
Ability to cover short-term liabilities with 

short-term assets. 

Quick Ratio 
Similar to current ratio but excludes 

inventory from assets. 

Cash Flow 
Total money being transferred in and out 

of a business. 

Solvency 

Debt to Equity Ratio 
Ratio of total debt to total equity, 

indicating leverage. 

Interest Coverage Ratio 
Company’s ability to pay interest on its 

outstanding debt. 

Efficiency 

Asset Turnover Ratio 
Sales or revenues generated relative to the 

value of assets. 

Inventory Turnover Ratio 
Frequency at which a company's inventory 

is sold and replaced. 
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Market Performance 

Earnings Per Share (EPS) 
Profit allocated to each outstanding share 

of common stock. 

Price to Earnings Ratio (P/E) 
Current share price relative to per-share 

earnings. 

Market Capitalization 
Total market value of a company's 

outstanding shares. 

Dividend Yield 

How much a company pays out in 

dividends each year relative to its stock 

price. 

Growth 

Revenue Growth 
Percentage increase in a company's sales 

over a specific period. 

Net Income Growth 
Percentage increase in net income over a 

specific period. 

This table offers a complete overview of a variety of financial outcomes, which assists stakeholders in 

analysing the performance of a firm and making choices based on accurate information. 

Table 2: Company Financial Outcomes 

Company Name Financial Outcome Description / Value 

Reliance Industries Ltd. 

Net Profit ₹ 57,720 Crore (2021-22) 

Gross Profit ₹ 99,316 Crore (2021-22) 

Operating Profit ₹ 98,656 Crore (2021-22) 

Return on Assets (ROA) 4.8% (2021) 

Return on Equity (ROE) 9.2% (2021) 

EBITDA ₹ 121,645 Crore (2021-22) 

Tata Consultancy Services (TCS) 

Net Profit ₹ 38,449 Crore (2021-22) 

Gross Profit ₹ 78,437 Crore (2021-22) 

Operating Profit ₹ 45,190 Crore (2021-22) 

Return on Assets (ROA) 27.7% (2021) 

Return on Equity (ROE) 47.4% (2021) 

EBITDA ₹ 49,600 Crore (2021-22) 

HDFC Bank Ltd. 

Net Profit ₹ 38,072 Crore (2021-22) 

Gross Profit Not explicitly reported 

Operating Profit ₹ 49,406 Crore (2021-22) 

Return on Assets (ROA) 1.9% (2021) 

Return on Equity (ROE) 16.6% (2021) 

EBITDA Not applicable to banks 

Infosys Ltd. 

Net Profit ₹ 21,235 Crore (2021-22) 

Gross Profit ₹ 43,900 Crore (2021-22) 

Operating Profit ₹ 25,646 Crore (2021-22) 

Return on Assets (ROA) 19.6% (2021) 

Return on Equity (ROE) 29.6% (2021) 

EBITDA ₹ 28,226 Crore (2021-22) 

The fiscal year 2021-22 was particularly successful for the Indian corporation Reliance Industries Ltd. 

in terms of the company's financial performance. The fact that the business was able to generate a net profit of 

57,720 crore demonstrates that it is successful and adept at turning a profit. The company demonstrated that it 

was able to keep its expenses low while still conducting its business well by achieving a sales profit of 99,316 

crore and an operational profit of 98,656 crore respectively. Return on assets was 4.8% and return on equity was 

9.2% in 2021, respectively, according to financial statements. This demonstrates that assets and equity were 

used effectively in order to generate income. In addition, the firm had an EBITDA of 121,645 crore, which 

demonstrates that it has a significant amount of potential to produce money even before taking into 

consideration factors such as interest, fees, depreciation, and amortisation. In addition, Tata Consultancy 

Services (TCS), which is a global leader in the provision of IT consulting, services, and business solutions, said 

that it had a very successful fiscal year 2021-22. The fact that the firm made a net profit of 38,449 crore 

demonstrates that it is providing valuable services and solutions to its clientele in an effective manner. TCS had 

a gross profit of 78,437 crore and an operating profit of 45,190 crore, which demonstrates that the company is 

successful at controlling its expenses and ensuring that its business runs efficiently. As shown by the fact that 

the company's ROA was 27.7% and its ROE was 47.4% in 2021, the business did an excellent job of both 

managing its assets and investing its money. In addition, TCS reported an EBITDA of 49,600 crore, which 

indicates that the company's activities were profitable and that it was generating money even before taking into 

account interest, taxes, depreciation, and amortisation. 
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In the fiscal year 2021-22, one of the most successful private banks in India, HDFC Bank Ltd., posted a 

net profit of 38,072 crore, contributing to the overall financial success of the company. The fact that the bank 

made an operational profit of 49,406 crore demonstrates how seriously it takes the maintenance of its sound 

balance sheet and the continuity of its business processes. Both HDFC Bank's return on assets (ROA) and return 

on equity (ROE) were quite low in 2021, coming in at 1.9% and 16.6%, respectively. This demonstrates how 

well it makes use of its assets and equity to generate revenue. It is essential to bear in mind that banks are not 

permitted to utilise EBITDA, and HDFC Bank Ltd. did not publish the amount of gross profit it made. During 

the financial year 2021-22, Infosys Ltd., which is a global leader in the provision of technology, consulting, and 

outsourcing services, had a net profit of 21,235 crore. The firm reported a total profit of 43,900 crore and an 

operational profit of 25,646 crore for the fiscal year. This demonstrates that it is able to keep expenses under 

control while ensuring that operations continue to function smoothly. The return on assets and return on equity 

for Infosys in 2021 were, respectively, 19.6% and 29.6%, which demonstrates a high level of performance. 

These data demonstrate that the corporation is exceptionally successful at capitalising on its resources and assets 

to generate substantial profits. The fact that Infosys Ltd. has an EBITDA of 28,226 crore demonstrates that the 

company is incredibly successful and performs an excellent job of managing its business operations. 

The amounts that have been supplied are approximations that were calculated using the financial records of the 

firms for the fiscal year 2021-22. The results of a company's finances might change from one year to the next; 

thus, it is vital to refer to the most recent financial reports in order to get the information that is both accurate 

and up to date. 

ESG in India: 

India's path towards incorporating ESG aspects in corporate practises and investment choices has been 

distinctive and diverse. Businesses in India, particularly those owned by extended families, have a long history 

of philanthropic endeavours. However, it is only in recent years that ESG considerations have been formally 

integrated into corporate governance and investment strategies. The government and regulatory organisations in 

India have been instrumental in this shift [8]. The groundwork for ESG integration in India has been laid by 

initiatives like the Ministry of Corporate Affairs' 2011 National Voluntary Guidelines on Social, Environmental, 

and Economic Responsibilities of Business and the Securities and Exchange Board of India's (SEBI) mandate 

for the top 1,000 listed companies to publish Business Responsibility Reports. There has been a lot of change in 

the ESG regulations in India. The Securities and Exchange Board of India (SEBI) has taken the lead by 

establishing new rules meant to increase openness and promote the use of environmentally friendly business 

methods. The need that certain types of firms allocate a portion of their revenues to social and environmental 

initiatives, as outlined in the firms Act of 2013, was a groundbreaking change [9]. Several ESG oriented 

indexes, such as the S&P BSE Greenex and the S&P BSE Carbonex, monitor company performance in India's 

stock markets. These indexes not only present investors with sustainable investing alternatives but also inspire 

corporations to improve their ESG performance. 

While ESG integration has made strides in India, there are still obstacles to overcome, especially in the 

realm of reporting and disclosure. Some Indian corporations are very transparent and give extensive ESG 

reporting, while others are inconsistent and provide just the bare minimum. The absence of standardised 

reporting systems and the voluntary nature of ESG disclosure are to blame for this variation. Nonetheless, 

Indian businesses are beginning to realise the value of ESG disclosure as a result of rising demand from 

investors and other interested parties. Transparency and accountability are being pushed forward by initiatives 

like the India Responsible Business Index, which assesses businesses on their ESG performance [10]. Although 

ESG has made great strides in India in recent years, the country still faces several formidable hurdles. There are 

more and more instances of Indian businesses benefiting from excellent ESG practises, and the regulatory 

environment has been a fundamental driver of ESG integration. However, better reporting and transparency are 

required, along with a continuing commitment from all stakeholders, for ESG to become ingrained in the 

corporate culture of India. 

Influence of ESG on Financial Outcomes: 

Reflecting a worldwide trend towards sustainable investment, India has conducted substantial study 

into the connection between ESG variables and financial performance. There is mounting evidence that shows 

businesses that prioritise ESG factors also have financial success. The exact form and magnitude of this 

connection, however, might vary widely among sectors, locations, and ESG indicators. Multiple studies have 

examined how ESG considerations influence the financial success of Indian businesses [11]. High ESG ratings 

are correlated with favourable stock returns, according to these research. The stock prices of companies with 

solid ESG practises are less volatile and more likely to weather market downturns. This is because sustainable 

business practises have a positive impact on long-term value generation and risk mitigation. However, other 

research warns that the link between ESG concerns and stock performance may not be as straightforward as 

previously thought. 

Return on assets (ROA) and return on equity (ROE) are two examples of profitability metrics that have 

been shown to positively correlate with consideration of ESG concerns. Better operational efficiency, resource 
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utilisation, and employee engagement are all indicators of a company's commitment to ESG best practises, 

which in turn lead to greater profitability. In addition, these businesses have better connections with their 

constituents, which boosts their credibility and market worth. Similarly important in risk management are ESG 

considerations. Prioritising ESG concerns makes businesses more resilient to natural catastrophes, public outcry, 

and management mistakes [12]. The lower cost of capital and improved financial stability are two benefits of 

well-established risk management systems, which these companies often have. Greater confidence among 

investors is a direct result of the openness that comes with excellent governance practises, which in turn helps to 

stabilise the economy. 

It's worth noting that the impact of ESG factors on financial results might vary greatly depending on 

the industry. Industries with a more direct influence on the environment and local populations, such as energy, 

mining, and manufacturing, tend to confront higher ESG risks and benefit more from robust ESG procedures. 

While industries like IT and services may be less exposed to ESG concerns, they nonetheless stand to gain from 

adopting more socially responsible policies and procedures, especially in the areas of employee engagement and 

new product development. Indicators of ESG performance have been shown to correlate positively with 

financial results for Indian enterprises. The stock performance, profits, and risk management of companies that 

succeed in ESG practises often exceed those of their competitors [13]. However, the connection is complicated 

since it is susceptible to other influences such as industry-specific hazards and general economic trends. The 

role of ESG aspects in determining a company's bottom line is expected to grow in prominence as India's 

business climate develops. 

Challenges and Opportunities: 

The lack of standardised and reliable ESG data is a significant barrier to ESG integration in India. 

There is a lack of uniform metrics and a wide range of disclosure since many Indian organisations are only 

starting out on their ESG reporting journey. Because of this discrepancy, it may be difficult for investors to 

evaluate and compare the ESG performance of different firms [14]. The potential here is in enhancing ESG 

reporting standards and practises, which would result in more trustworthy and interchangeable data across 

businesses and sectors. 

India's complex legislative structure and rich cultural diversity provide distinct obstacles to ESG 

implementation. The extent to which a corporation is able to successfully apply ESG practises is influenced by 

cultural norms around corporate responsibility and sustainability, which may vary significantly among 

geographic areas and local communities. Furthermore, certain businesses may be subject to more harsh 

examination than others due to inconsistencies in the application of ESG-related rules. Overcoming these issues 

needs a coordinated effort by companies, regulators, and society at large to promote a culture of sustainability 

and responsibility [15]. Despite the hurdles, there are enormous prospects for development and progress in ESG 

integration in India. Investors and shoppers alike are becoming more aware of the need of ethical and 

sustainable business practises. Businesses that are seen to be engaging in positive ESG practises are more likely 

to get funding and have the support of other stakeholders. The Indian government's measures, such as the 

National Action Plan on Climate Change, demonstrate its commitment to sustainable development and provide a 

policy framework conducive to ESG incorporation. 

The development of technology is also essential to the improvement of ESG procedures. ESG 

reporting, compliance monitoring, and the evaluation of the results of sustainability programmes may all benefit 

from the latest developments in data analytics and artificial intelligence [16]. In addition to improving a 

company's bottom line, these innovations may help it become more proactive in addressing ESG problems. 

There are enormous obstacles to ESG integration in India, but there are also many chances for development and 

progress. Realising the full potential of ESG to promote sustainable and lucrative business practises requires 

overcoming data quality concerns, tackling cultural and institutional hurdles, utilising technology, and 

cultivating a supportive legislative climate [17]. Those Indian businesses who are able to effectively overcome 

the obstacles and exploit the possibilities presented by ESG integration will see their bottom lines and long-term 

viability improve significantly [18]. 

Conclusion: 
ESG considerations have acquired substantial traction in the business practises and investment choices 

of Indian corporations in recent years. The increased recognition of the tangible implications of ESG challenges 

on financial performance and long-term corporate sustainability has contributed to this transition towards 

sustainable investment. Based on what we know so far, businesses in India that prioritise ESG issues tend to get 

better financial results. Stock performance, operational efficiency, and risk exposure are all improved at 

companies with strong ESG frameworks, leading to improved financial performance. The business case for ESG 

integration is strengthened by the correlation between eco-friendly practises and increased profits, elevating 

ESG from a side issue to an integral part of company strategy and investment evaluation. However, there are 

obstacles on the road to complete ESG integration in India. The need for improved reporting standards and 

capacity development, as well as issues relating to the quality and availability of ESG data, continue to be 

important challenges. Companies, investors, regulators, and society at large must all work together to solve 
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these problems. Improving reporting requirements, using technology, raising awareness and capacity, promoting 

cooperation, and giving priority to high-impact industries are all steps in the right direction for ESG in India's 

future. Indian businesses may unleash new channels for growth, innovation, and sustainable development if they 

can overcome these obstacles and seize the possibilities provided by ESG integration. Finally, ESG variables' 

impact on the bottom lines of India's most successful businesses is a complex and ever-evolving phenomena. 

Sustainable business practises, financial resilience, and long-term value generation are all supported by ESG 

integration, which is becoming more important in today's rapidly evolving corporate environment. Growth in 

ESG integration is forecasted, making India a leader in the international sustainable investment scene and 

ushering in a more sustainable and prosperous future. 
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