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The purpose of this study is to investigate how ESG and its components impact financial performance

Dr. Sushila Kumari Soriya of Indian firms. Content analysis was used to calculate ESG disclosure of selected companies’ annual

Professor, Department of and sustainability reports. The GRI framework, the CRISIL methodology, and relevant academic
Commerce, Central University literature were used to construct ESG disclosure index. Our sample comprises 273 companies covering
of Haryana, Mahendergarh, a period from 2019-2024.

Haryana, India The study employs the Ordinary Least Squares (OLS) regression technique to analyse the association

between ESG disclosure and CFP, including a combination control variable. CFP indicators are
categorized into two groups: accounting-based variables (ROA and ROE) and market-based variables
(Tobin's Q). The results show a strong and positive relationship between ESG disclosure levels and
CFP. While Each dimension of ESG has a different effect on different measures of corporate financial
performance (CFP). These findings may help companies and regulators identify features that make
them more transparent about their ESG practices, especially because voluntary CSR and governance
reporting is frequently low in India.
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1. Introduction

Environmental, Social, and Governance (ESG) considerations have become increasingly
important in recent years, influencing corporate governance, investment decision-making,
and sustainable development. By the late 90s, initiatives like Global Reporting Initiatives
(GRI), 1997 and Elkington’s Triple Bottom Line (1998) enabled the evolution of ESG from
a niche initiative into an organised framework for sustainable investing. ESG was formally
introduced in 2004 through “Who Cares Win” report, which outlined its incorporation into
business operations. ESG emphasises on environmental issues consisting of emissions and
climate change; social issues like human rights and equal remuneration, shifting from profit
optimization to stakeholders’ value (Andrey, 2023) &1,

Earlier, company’s performance was measured by its financial position in that year. Now,
ESG has evolved from voluntarily framework to a fundamental element of corporate
strategies and financial markets. A numerous amount of empirical research has been
conducted on how ESG and its sub-components affect financial performance (Ahmad et al.,
2022; Candio, 2024; Saba, 2025) [ 1% %1 As investors actively priorities ESG criteria,
companies are developing a variety of sustainable investing choices for customers
worldwide. ESG investments are gaining significant popularity due to their superior market
performance. ESG has acquired a substantial adoption in developed countries such as United
States, Canada, and Germany (Hamdi et al., 2022; Koundouri et al., 2022) [22- 28], But there is
less research in emerging countries (Naeem et al., 2022; Ruan and Liu, 2021) 61,

Correspondence Author: Despite numerous studies of empirical research examining the relationship between ESG and
Anupama Kumari corporate financial performance (CFP), the results are inconsistent and can be classified into
Research Scholar, Department four perspectives: positive, negative, not significant, and U-shaped (Maaloul et al., 2023;
of Commerce, Central Khan et al., 2021; EI Khoury et al., 2021) [3326. 41 These variations highlight the necessity of

University of Haryana,

Mahendergarh, Haryana developing and executing a standardized framework for ESG practices to ensure that results
India are both reliable and consistent. These diverse outcomes can mostly be attributed to varying
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factors of ESG and CFP (Wu, 2006) (41, In this perspective,
two major approaches may direct future research. Firstly, it
is crucial to analyze the influence of each ESG pillar on
accounting and market-based performance separately to
achieve a more precise understanding of their individual
consequences. Secondly, researchers must thoroughly
evaluate the duration of the study to obtain significant
results. This study utilizes accounting and market data from
NIFTY 500 Indian companies from 2019 to 2024 to
examine how ESG practices affect corporate financial
performance (CFP).

The remaining parts of the study are structured as follow.
Section 2 discusses the theoretical background and
hypotheses formulation. Section 3 outlines the sample and
data selection process. Section 4 represents the descriptive
statistics and empirical findings with explanations. Finally,
section 5 concludes the results and suggests directions for
future research.

2. Theoretical foundation and Hypothesis Development
This study uses a combined approach based on both
stakeholder and legitimacy theories. Stakeholder theory
(Freeman, 1994) [18 states that companies must generate
values for all stakeholders, not only for shareholders. ESG
disclosure is a crucial mechanism for fulfilling stakeholder
expectations, as it has been considered highly valuable to
stakeholders (Khatib et al., 2022) 2, ESG disclosure and
stakeholder engagement have similar costs and benefits;
effective stakeholder engagement improves corporate
financial performance.

Legitimacy theory (Guthrie and Parker, 1989) is based on
social agreement between business and society, business
align their actions with social norms and seek legitimacy
through transparent ESG reporting. Legitimacy theory
suggests that firms can earn or lose public support based on
how successfully they manage their sustainability efforts to
meet stakeholder expectations and build public trust (Patten,
2020; Ali et al., 2021) (3071,

2.1 ESG Disclosure
Performance (CFP)
Researchers have used different terminologies associated
with  ESG disclosure, including Corporate social
responsibility (CSR) initiatives, socially responsible
investment, sustainability practices, ethical and social
investment, impact investing, responsible investment, and
sustainable investment. Several researches have explored
the impact of ESG elements, individually or as a whole, on
the financial performance of organizations. While, majority
of studies indicate positive relationship (Kuo et al., 2021;
Shahzad et al., 2022) 1, some report mixed findings,
including negative (Duque-Grisales, 2019; Khan et al.,
2021) 3. 281 jnsignificant and different causal effects (Nollet
etal., 2016) 1%,

Nollet et al. (2016) (81 discovered a U-shaped link between
total ESG scores, governance scores and ROA in S&P 500
firms. On other side, Surroca et al. (2010) 1 found no
significant relationship between CSR and CFP. They argued
that more detailed study models will reduce the positive
relationship demonstrated in previous studies. Garcia and
Orsato’s (2020) [ study on developing countries reveal that
ESG initiatives adversely affect return on assets (ROA) and
free cash flow (FCF). In contrast, Ramzan et al. (2021) 4
indicate that Pakistani banks who invest more money into
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CSR activities do better financially because they build
stronger relationships with their clients. Rodriguez-
Fernandez (2016) M find that CSR and financial
performance (measured as ROA, ROE, and Tobin’s Q) are
positively correlated in Spanish firms, indicating that
socially focused organizations perform better. Also,
according to Alareeni and Hamdan (2020) ™ social and
environmental disclosure diminishes ROE and ROA but
increases Tobin’s Q, whereas governance disclosure
improves Tobin’s Q and ROA while decreasing ROE.
According to prior research and stakeholder and legitimacy
theories, companies' ESG disclosure reduces investor and
stakeholder uncertainty, improving financial performance.
Accordingly, the following hypothesis is formulated:

Hi: ESG disclosure positively affects profitability and
market value.

2.2 Environmental, Social, and Governance Disclosure
and Corporate Financial Performance (CFP)

In a study of UK public companies, Li et al. (2018) B
found that each pillar of ESG has a positive impact on firm
performance. They conclude that ESG disclosure can
improve financial performance by enhancing transparency,
accountability, and stakeholder trust. Higher environmental
disclosure enhances investors’ perceptions, which boost the
company’s reputation, market position, and performance.
Johnson et al. (2019) [*3 discovered that company success is
not affected by ESG score, even though environmental and
social scores may reduce value generation.

Studies on environmental element of ESG indicate that
environmental reporting boost financial performance,
competitiveness, and reputation by optimizing utilization of
resources. Gerged et al. (2020) % observed that
environmental disclosure increases company value in GCC
countries, especially in oil and energy industries, where
government and NGO involvement encourages voluntary
reporting. Alhazmi (2017) 81 emphasized government role in
promoting firms to involve in environmental practices and
disclosure. In India, while many firms are unaware of
environmental practices, government are promoting
awareness towards sustainable development.

In terms of the social dimension of ESG practices, multiple
studies show that social concerns play a crucial role in an
enterprise’s  public  relations, impacting financial
performance o firms. El-Deeb et al. (2022) (161 demonstrate
that Egypt’s non-financial sector companies with stronger
social disclosure have higher market value, indicating the
significant effect of ESG aspects on firm value. Han et al.
(2016) 1 found insignificant correlation between social
disclosure and firm value. The findings underscore the
relevance of social disclosure in Indian firms.

Strong corporate governance mechanism  enhances
sustainability reporting by ensuring that internal controls
priorities shareholders’ interests. A number of studies have
been conducted to analyze the relationship between
Governance disclosure and financial performance. For
example, Pham et al. (2025) I find that governance
disclosure has positive impact on financial performance of
commercial banks operating in Southest and East Asia.
Broadstock et al. (2020) [ conclude that transparent and
well- governed firms outperform the market. The results
emphasize the need of Indian companies to give greater
attention to governance disclosure in their operations.
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Accordingly, the study formulates the following sub-

hypotheses:

e Ha: Environmental disclosure positively affects
profitability (ROA and ROE).

e Hab: Social disclosure positively affects profitability
(ROA and ROE).

e Hac: Governance disclosure positively affects
profitability (ROA and ROE).

e  Sub-hypotheses based on the impact of element-wise
ESG disclosure on firm value:

e Hsa: Environmental disclosure positively affects
market value (Tobin’s Q).

e Hzsb: Social disclosure positively affects market value
(Tobin’s Q).

e Hsc: Governance disclosure positively affects market
value (Tobin’s Q).

3. Research Methodology

3.1 Research Design

We employ a sample of 500 Indian companies listed on
National Stock Exchange (NSE) over the period 2019-2020.
Firstly, we exclude 95 financial firms due to different
regulations, diverse accounting standards and sector specific
disclosure practices. Data for ESG disclosures was collected
manually through content analysis, utilizing NVivo software
to analyze annual and sustainability reports. Annual reports
for 54 companies for all 5 years were not available. For
analysis, financial data were collected from CMIE
ProwesslQ database. Due to unavailability of complete
financial data for all firms over the five-year period, 78
firms with missing values were removed from the analysis.
The study’s final sample consists of 273 companies,
comprising 1365 firm-year observations.

https://www.allfinancejournal.com

3.2 Variables Descriptions

e Independent Variables: Due to the absence of data
pertaining to emerging economies like India in
international databases such as Bloomberg or LSEG
(formerly known as Refinitiv) databases, ESG
disclosure scores are calculated on individual basis.
Following the method of (Chopra et al.,2024; Masud et
al., 2025) [*2381 ESG and its sub components scores are
calculated based on a check-list of ESG metrics
included in GRI guidelines and CRISIL methodology.
A total of 46 metrics were identified- 17 of them were
related to environmental, 18 to social element, and 11
to governance element. A company assigned an ESG
value of “1” if disclosed the elements, and “0”
otherwise. The ESG score, along with its individual
components was determined by combining the total
disclosure scores of the indicators, dividing by
maximum possible scores and converting the outcome
into percentage (Al Amosh et al., 2022) 1,

e Dependent Variables: This study included 3 different
financial measures: two accounting- based indicators-
return on assets (ROA) and return on equity (ROE)-and
one market-based measure, Tobin’s Q. Some studies
use all three performance measures, whereas others use
one or two, depending on their research objective and
data availability (Alareeni and Hamdan, 2020; Song et
al., 2017; Bhaskaran et al., 2020) . Using three
different performance measures provide a broader
perspective and robustness of the study.

e Control Variables: Following the completion of an
analysis of previous studies, we utilized a group of
variables to control the influence of independent
variables. Table 1 presents a comprehensive analysis of
the study variables.

Table 1: Variables of the study

Variables | Code | Explanation | References
Independent Variables
ESG Scores ESGS Dummy 1 for item disclosing, 0 otherwise Masud et al., 2025 [
Environment Scores ES Dummy 1 for item disclosing, 0 otherwise Masud et al., 2025 [*°]
Social Scores SS Dummy 1 for item disclosing, 0 otherwise Masud et al., 2025 0%
Governance Scores GS Dummy 1 for item disclosing, 0 otherwise Masud et al., 2025 [*°]
Dependent Variables
Return on Assets ROA Net Income/ Total assets Lee and Isa (2023) 2%
Return on Equity ROE Net Income/ total Equity Lee and Isa (2023) [0
Tobin’s Q TobinQ Market capitalization/total asset Al Amosh et al. (2023) 2
Control Variables
Size LnTA Natural logarithm of total assets Kalia and Aggarwal (2023); Velte (2017) 23]
Leverage Lev Total debt/ total equity Kalia and Aggarwal (2023) [°]
Liquidity CR Current Assets/ Current Liabilities Hyusein and Cek (2025) (4]
Sales Revenue LnSale Natural log of sales Fatemi et al. (2018) [*7]
Tangibility Tang Total fixed tangible asstes/ total assets Alathamneh et al. (2025) %]

Source: Authors’ own work
Research Models

The following regression model is formulated to assess the hypoth

esis (H1):

FF(ROA) = By + BLESGS; + BoCRy + By LnT Ay + Bylevy + +fsLnSaley + fiTangi: + €2 (Model 1)

FP(ROE) = By + B ESGS; + BoCRy + BylnT Ay + Bylev

it + BslnSale; + BTang; + & (Model 2)
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(Model 3)

To test the sub-hypothesis (H2a-H2c), the following regression model is developed:

FP (ROA) = By + B,ES; + B-CRy + BolnT A + By Levy + BsLlnSale; + B;Tang; + &;

FP.(ROA) = By + B,55; + B:CRye + BoLnT Ay + ByLlevy + BclnSaley + B:Tang; + &;

FF(ROA) = By + B8,65; + B-CR;y + B LnT A;e + ByLevy, + BelnSale;, + f:Tang; + &

(Model 4)

FP (ROE) = By + B,ES; + B-CRy + BolnT Ay + Bilevy + BslnSale, + B:Tang;, + &;

FP(ROE) = By + B, 55 + B-CRye + B3LnT A;; + ByLlevy + BlnSale; + B:Tang; + &;

FF(ROE) = By + B,65; + B-CR; + By InT Ay + Bylevy + Bz LnSale + fTang; + &

(Model 5)

To test the sub-hypothesis (H3a-H3c), the following regression model is developed:

FP(TobinQ) = By + B, ES; + B-CRy + By InT Ay + B, Levy + Bz LnSale; + B Tang;: + &;

FP(TobinQ) = By + B,55; + B:CRy + BLlnT A;p + By Llevy + BslnSale; + BeTang; + &;

FPe(TobinQ) = By + 8,65 + B-CRye + BzlnT Ay + ByLlevy + BzlnSale; + 5. Tang;, + &

(Model 6)

here i denotes number of companies, t represents the year, and & stands for the error term.

4. Empirical Results

4.1 Descriptive Analysis

Table 2 shows a summary of descriptive statistics of
variable considered in this study. The mean value across the
three dimensions of ESG imply that firms prioritize
governance transparency (65.7), followed by social
initiatives (62.44), while environmental disclosure (59.49) is
minimal. Similar result has been obtained by Maji and

Lohia (2024) B4 in Indian context. The ROA exhibits a
mean of 9.021 and a standard deviation of 8.28, indicating
that firms are utilizing their assets effectively to generate
profits on average. ROE has a mean value of 15.26 with a
standard deviation of 15.71, showing profitability
performance among firms is inconsistent. Tobin’s Q shows
a mean of 3.8 and a standard deviation of 5.24, suggesting
significant variability in market valuation across firms.

Table 2: Summary Statistics

Variable | Obs. Mean Std. dev. Min Max
Dependent Variable
ROA 1,365 9.028.28 -45.95 78.32
ROE 1,365 15.26 15.71 -95.4 136.24
TobhinQ 1,365 3.85.24 0 99.72
Independent Variable
ESGS 1,365 62.22 13.74 0 93
ES 1,365 59.49 13.66 0 94
SS 1,365 62.44 17.73 0 100
GS 1,365 65.7 14.2 0 100
Control Variable
LnTA 1,365 11.26 1.32 6.47 16.09
Lev 1,365 0.422.3 0 81.37
CR 1,365 2.22 4.77 0.01 153.44
Lnsale 1,365 10.69 1.82 0 15.57
Tang 1,365 0.250.18 0 0.78

Source: Authors’ own work

4.2 Correlation Results

Table 3 represents the correlation between the variables of
this study. The overall ESG scores demonstrate a strong
correlation with ROE and Tobin’s Q, while their
relationship with ROA is not significant. The correlation
between ROA and ESG, along with its sub-dimensions, is
positive yet not statistically significant. ROE and Tobin’s Q

show a significant correlation with nearly all variables, with
the exception of the social dimension and the liquidity
variable. It is evident that ESG scores are highly correlated
with the environmental (.896), social (.937), and governance
(.787) pillars, indicating that organizations with great ESG
performance also perform well in each pillar. The result
shows no multicollinearity, as the variance inflation factor
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(VIF) lies between 1.03 to 2.22 with an average of 1.44, consistent with the findings of Maji and Lohia (2024a) 34,

Table 3: Correlation Analysis

ROA ROE TobinQ ESGS ES SS GS LnTA Lev CR LnSale |[Tang

ROA 1

ROE | 0.843*** 1
TobinQ| 0.409*** | 0.357*** 1

ESGS | 0.022 |0.072*** | 0.058** 1

ES 0.006 | 0.067***| 0.017 |0.896*** 1

SS 0.031 | 0.077*** | 0.086*** | 0.937*** | 0.749*** 1

GS 0.017 0.032 0.028 | 0.787*** | 0.599*** | 0.63*** 1

LnTA |-0.139***| -0.061** |-0.295*** | 0.278*** | 0.259*** | 0.282*** | 0.166*** 1

Lev |[-0.152***|-0.196***| -0.067** |-0.086*** |-0.091*** | -0.087*** | -0.035*** | 0.025 1

CR 0.060** 0.001 0.023 [-0.082***|-0.071***|-0.075*** | -0.073*** | -0.132*** | -0.047 1

LnSale | 0.093*** | 0.175*** |-0.153*** | 0.209*** | 0.202*** | 0.202*** | 0.132*** | 0.705*** | 0.001 |-0.259*** 1

Tang |-0.108***|-0.064***|-0.096***| 0.025 0.008 0.049* -0.01 | 0.171*** | 0.129*** | -0.155*** | 0.286***| 1

Note: *** represents p<0.01; ** represents p<0.05; *** represents p<0.1

Source: Authors’ own work

4.3 Regression Results
4.3.1 Impact of overall
performance

First, we use equations (1), (2), and (3) to get an
understanding of how ESG scores and financial
performance are related. Table 4 displays the outcomes of
pooled OLS regressions. It is observed that the coefficient
of ESG score is positive and statistically significant for all
three financial indicators. Consequently, we are unable to
reject hypothesis H1. Enhanced overall ESG disclosure can
facilitate more profitability and raise the market value for
Indian companies (Naeem et al., 2022) [, The statistically

ESG score on financial

significant positive relationship between ESG and financial
indicators supports stakeholder theory. Our results also align
with (Ray and Goel, 2023; Zhou et al., 2022) [ 50,
Liquidity has positively significant impact on ROA and
ROE, but no impact on firm value (Tobin’s Q). Further,
sales revenue is positively associated with financial
performance, consistent with (Lee and Isa, 2023) [,
However, leverage and size adversely impact financial
performance. The coefficient of both control variables
aligns with other previous studies, such as (Fatemi et al.,
2018; Giannopoulos et al., 2022) 17,

Table 4: Impact of overall ESG Disclosure on CFP

ROA ROE Tobin’s Q
Model 1 Model 2 Model 3
Coeff. Std. err. Coeff. Std. err. Coeff. Std. err.

ESGS 0.03* 0.01 0.08*** 0.02 0.05*** 0.010

CR 0.17*** 0.04 0.18** 0.08 0.00 0.029

LnTA -2.71%** 0.22 -4.65%** 0.42 -1.62%** 0.145

Lev -0.41*** 0.09 -1.11%** 0.17 -0.08 0.058

LnSale 2.06*** 0.17 4,16%** 0.32 0.35%** 0.109

Tang -6.17%** 1.22 -9.34%** 2.3 -1.74%* 0.782

Con. 17.03*** 1.87 20.36*** 3.53 15.33*** 1.202

N 1365 1365 1365 1365 1365 1365
Adj. R* 0.1382 0.1497 0.1154

Note: *** represents p<0.01; ** represents p<0.05; *** represents p<0.1

Source: Authors’ own work

4.3.2 Impact of element-wise ESG score on financial
performance

We separately analyzed how each sub-component of ESG
affects financial performance of Indian companies. The aim
of this analysis is to determine whether any specific pillar is
more strongly associated with CFP than overall ESG score.
The results of the impact of sub-components of ESG on
financial performance are presented in Table 5. It is notable
that only S component has a statistically positive impact on
ROA. The environmental and governance components
remain insignificant in Model 4. On the contrary, ROE is
impacted by environmental and social components;

consistent with the results of (Al Amosh et al., 2023) 1.
While, Tobin’s Q is impacted by all the three components
(E, S, and G); this result is consistent (EI-Deeb et al., 2023)
(181 Furthermore, the results revel that social disclosure
significantly impact all the indicators of corporate financial
performance, aligning with previous study (Nekhili et al.,
2017) B71 indicating socially responsible firms are gaining
attention from stakeholders and improving their market
valuation and profitability. The results of all control
variables are consistent with earlier results as reported in
Table 4.
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Table 5: Impact of component wise ESF Disclosure on CFP

ROA ROE Tobin’s Q
Model 4 Model 5 Model 6
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
0.06%* 0.03%%*
ES | 001(0.01) 002) (00D
0.03% 0.07%%* 0,057
SS (0.01) (0.02) (0.00)
s 0.01 0.03 0,027
(0.01) (0.02) (0.00)
20.00
0.06%%* | 017%%% | 016%% | 0.18%* 0.1%* 0.00 -0.00
CR (0.04) (0.04) (0.04) (0.08) (0.0 | 017008 | (0.02) (0.02) (0.02)
2665 | 2.75%%% | 2655 | A5gek | 47w YT L55me | 167 | 51
LnTA 1 0.22) (0.22) (0.22) (0.42) (0.42) (0.42) (0.14) (0.14) (0.14)
o | 04z [ 040 | 042 | Limw | LDe 5% -0.09 -0.07 0.1*
(0.09) (0.09) (0.09) (0.17) (0.17) (0.17) (0.05) (0.05) (0.05)
206%%% | 2.065%% | 206%% | 4155 | A17eer 4.16%%% 0.35%%% | 0.37%%% | 0.35%%
LnSale | " 17y (0.17) (0.17) (0.32) (0.32) (0.32) (0.1) (0.1) (0.1)
g | BABTF | 6.25% | 616%% | 9287 | 0.55% 29.35% 73 | 188 | -1.72%%
g (1.22) (1.21) (1.22) 2.3) (2.29) 2.3) (0.78) 0.77) (0.78)
con | 1755 | 1729 | 17167 | 2086 | 2134 21 e 15.08%* | 15.91%** | 1577+
: (1.87) (1.82) (1.94) (3.53) (3.44) (3.66) (1.2) (1.16) (1.25)
N 1365 1365 1365 1365 1365 1365 1365 1365 1365
Adi R | 01364 | 01402 | 01368 | 01480 | 01515 0.1454 0036 | 01260 | 01012

Note: *** represents p<0.01; ** represents p<0.05; *** represents p<0.1

Source: Authors’ own work

5. Conclusion, Limitations, and Future Research

This study reflects the first attempt to analyze the effects of
each dimension of ESG independently in relation to three
distinct indicators of CFP: accounting performance (ROA
and ROE) and market-based performance (Tobin’s Q). The
results show a positive association between ESG scores and

financial performance. This is in line with stakeholder and
legitimacy theory, indicating that a firm's ESG performance
can improve its credibility, reputation, and financial
performance by addressing stakeholders’ expectations, thus
and ensuring societal legitimacy and support. Table 6
provides a summary of the hypothesis testing results.

Table 6: Hypothesis Testing Results

Hypothesis Statement Result

H1 ESG disclosure positively affects profitability and market value. Supported

H2a Environmental disclosure positively affects profitability (ROA and ROE). Part'alch/szlljgs%?g%% ;g??:?;g;i?f\;ég:nemal
H2b Social disclosure positively affects profitability (ROA and ROE). Supported

H2c Governance disclosure positively affects profitability (ROA and ROE). Not Supported

H3a Environmental disclosure positively affects market value (Tobin’s Q). Supported

H3b Social disclosure positively affects market value (Tobin’s Q). Supported

H3c Governance disclosure positively affects market value (Tobin’s Q). Supported

Source: Authors’ own work

This study offers practical implications for regulatory
bodies, companies, and investors. Firstly, recognizing the
positive impact of ESG on FP, Indian Government should
enforce mandatory disclosure practices by incorporating
additional ESG related concerns. Secondly, the disclosure
on environmental and governance information has no
significant impact on CFP because of low level of
transparency. Indian companies should improve how they
disclose information about the environmental and
governance to meet the stakeholder expectations, which
may enhance financial performance and corporate
governance. Thirdly, investors can reduce risks and generate
long-term value by incorporating ESG criteria into their
investment strategies.

This study possesses some limitations that future research
could address. ESG may not significantly impact corporate

financial performance within five years, requiring a longer
period. Moreover, ESG rankings might not adequately
reflect a company's actual ESG practices. The other
variables such as board composition and cultural factors can
also influence financial performance. Future research may
investigate these issues and analyze the impact of weighted
scores of each ESG component.

References

1. Ahmad N, Mobarek A, Roni NN. Revisiting the impact
of ESG on financial performance of FTSE350 UK
firms: Static and dynamic panel data analysis. Cogent
Business & Management. 2021;8(1):1900500.

2. Al Amosh H, Khatib SF, Ananzeh H. Environmental,
social and governance impact on financial performance:
Evidence from the Levant countries. Corporate

~ 635~


https://www.allfinancejournal.com/

International Journal of Research in Finance and Management

10.

11.

12.

13.

14.

15.

Governance: The International Journal of Business in
Society. 2023;23(3):493-513.

Al Amosh H, Khatib SF, Alkurdi A, Bazhair AH.
Capital structure decisions and environmental, social
and governance performance: Insights from Jordan.
Journal of Financial Reporting and Accounting.
2022;22(4):972-989.

Alareeni BA, Hamdan A. ESG impact on performance
of US S&P 500-listed firms. Corporate Governance:
The International Journal of Business in Society.
2020;20(7):1409-1428.

Alathamneh M, Obeidat MI, Almomani MA,
Almomani TM, Darkal N. The mediating role of
profitability in the impact relationship of assets
tangibility on firm market value. Journal of Risk and
Financial Management. 2025;18(2):104.

Alhazmi AN. Exploring the factors and effects of
corporate social responsibility disclosure in Saudi
Arabia [PhD thesis]. Nottingham Trent University;
2017.

Ali 1, Lodhia S, Narayan AK. Value creation attempts
via photographs in sustainability reporting: A
legitimacy theory perspective. Meditari Accountancy
Research. 2021;29(2):247-263.

Andrey E. ESG as an innovative tool to improve the
efficiency and financial stability of financial
organizations. Procedia Computer Science.
2023;221:705-709.

Bhaskaran RK, Ting IWK, Sukumaran SK, Sumod SD.
Environmental, social and governance initiatives and
wealth creation for firms: An empirical examination.
Managerial and Decision Economics. 2020;41(5):710-
729.

Broadstock DC, Matousek R, Meyer M, Tzeremes NG.
Does corporate Social responsibility impact firms’
innovation capacity? The indirect link between
environmental and social governance implementation
and innovation performance. Journal of Business
Research. 2020;119:99-110.

Candio P. The effect of ESG and CSR attitude on
financial performance in Europe: A quantitative re-
examination. Journal of Environmental Management.
2024;354:120390.

Chopra SS, Senadheera SS, Dissanayake PD, Withana
PA, Chib R, Rhee JH, Ok YS. Navigating the
challenges of environmental, social, and governance
(ESG) reporting: The path to broader sustainable
development. Sustainability. 2024;16(2):606.
Duque-Grisales E, Aguilera-Caracuel J. Environmental,
social and governance (ESG) scores and financial
performance of multilatinas: Moderating effects of
geographic international diversification and financial
slack. Journal of Business Ethics. 2019;168(2):315-
334.

El Khoury R, Nasrallah N, Alareeni B. ESG and
financial performance of banks in the MENAT region:
Concavity—convexity patterns. Journal of Sustainable
Finance & Investment. 2021;1-25.

El-Deeb MS, Ismail TH, El Banna AA. Does audit
quality moderate the impact of environmental, social
and governance disclosure on firm value? Further
evidence from Egypt. Journal of Humanities and

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

217.

28.

29.

30.

~ 636 ~

https://www.allfinancejournal.com

Applied Social Sciences. 2023;5(4):293-322.

El-Deeb MS, Halim YT, Elbayoumi AF. Disclosure
tone, corporate governance and firm value: Evidence
from Egypt. Asia-Pacific Journal of Accounting and
Economics. 2022;29(3):793-814.

Fatemi A, Glaum M, Kaiser S. ESG performance and
firm value: The moderating role of disclosure. Global
Finance Journal. 2018;38:45-64.

Freeman RE. The politics of stakeholder theory: Some

future  directions. Business Ethics  Quarterly.
1994;4(4):409-421.
Garcia AS, Orsato RJ. Testing the institutional

difference hypothesis: A study about environmental,
social, governance, and financial performance. Business
Strategy and the Environment. 2020;29(8):3261-3272.
Gerged AM, Beddewela E, Cowtown CJ. Is corporate
environmental disclosure associated with firm value? A
multicountry study of Gulf Cooperation Council firms.
Business Strategy and the Environment. 2020;30:185—
203.

Giannopoulos G, Kihle Fagernes RV, Elmarzouky M,
Afzal Hossain KABM. The ESG disclosure and the
financial performance of Norwegian listed firms.
Journal of Risk and Financial Management.
2022;15(6):237.

Hamdi K, Guenich H, Ben Saada M. Does corporate
financial performance promote ESG: Evidence from US
firms. Cogent Business & Management.
2022;9(1):2154053.

Han JJ, Kim HJ, Yu JM. Empirical study on
relationship between corporate social responsibility and
financial performance in Korea. Asian Journal of
Sustainability and Social Responsibility. 2016;1(1):61—
76.

Hyusein A, Cek K. ESG strategies and corporate
financial performance: A comparison of the US energy
and renewable energy industries. International Journal
of Energy Sector Management. 2025;19(4):977-999.
Kalia D, Aggarwal D. Examining impact of ESG score
on financial performance of healthcare companies.
Journal of Global Responsibility. 2023;14(1):155-176.
Khan PA, Johl SK, Akhtar S. Firm Sustainable
Development Goals and firm financial performance
through the lens of green innovation practices and
reporting: A proactive approach. Journal of Risk and
Financial Management. 2021;14(12):605.

Khatib SFA, Abdullah DF, Elamer A, Hazaea SA. The
development of corporate governance literature in
Malaysia: A systematic literature review and research
agenda. Corporate Governance: The International
Journal of Business in Society. 2022;22(5):1026-1053.
Koundouri P, Pittis N, Plataniotis A. The impact of
ESG performance on the financial performance of
European area companies: An empirical examination.
Environmental Sciences Proceedings. 2022;15(1):13.
Kuo SC, Chen HM, Meng HM. Do corporate social
responsibility practices improve financial performance?
A case study of airline companies. Journal of Cleaner
Production. 2021;310:959-6526.
doi:10.1016/j.jclepro.2021.127380.

Lee SP, Isa M. Environmental, social and governance
(ESG) practices and financial performance of Shariah-


https://www.allfinancejournal.com/

International Journal of Research in Finance and Management

3L

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42,

43.

compliant companies in Malaysia. Journal of Islamic
Accounting and Business Research. 2023;14(2):295-
314.

Li YW, Gong MF, Zhang XY, Koh L. The impact of
environmental, social, and governance disclosure on
firm value: the role of CEO power. The British
Accounting Review. 2018;50(1):60-75.

Liu Y, Saleem S, Shabbir R, Shabbir MS, Irshad A,
Khan S. The relationship between corporate social
responsibility and financial performance: a moderate
role of fintech technology. Environmental Science and
Pollution Research. 2021;28:20174-20187.

Maaloul A, Zeghal D, Ben Amar W, Mansour S. The
effect of environmental, social, and governance (ESG)
performance and disclosure on cost of debt: the
mediating effect of corporate reputation. Corporate
Reputation Review. 2023;26(1):1-18.

Maji SG, Lohia P. Unveiling the financial effect of
ESG disclosure on financial performance in India:
climate-sensitive corporates’ perspective. International
Journal of Ethics and Systems. 2024;[Epub ahead of
print].

Masud MAK, Sahara J, Maola M. Enhancing ESG
performance through corporate governance: insights
from emerging markets. International Journal of Energy
Economics and Policy. 2025;15(1):47-58.

Naeem N, Cankaya S, Bildik R. Does ESG
performance affect the financial performance of
environmentally sensitive industries? A comparison
between emerging and developed markets. Borsa
Istanbul Review. 2022;22(2 Suppl):S128-S140.

Nekhili M, Nagati H, Chtioui T, Rebolledo C.
Corporate social responsibility disclosure and market
value: family versus non-family firms. Journal of
Business Research. 2017;77:41-52.

Nollet J, Filis G, Mitrokostas E. Corporate social
responsibility and financial performance: a non-linear
and disaggregated approach. Economic Modelling.
2016;52:400-407. doi:10.1016/j.econmod.2015.09.019.
Patten DM. Seeking legitimacy. Sustainability
Accounting, Management and Policy Journal.
2020;11(6):1009-1021. doi:10.1108/SAMPJ-12-2018-
0332.

Pham HM, Vuong NL, Tran DV, Ngo MTH, Le TT.
Does environmental, social, and governance disclosure
affect financial performance? An empirical study of
Southeast and East Asia commercial banks. Asia-
Pacific Journal of Regional Science. 2025;9(1):1-26.
Ramzan M, Amin M, Abbas M. How does corporate
social responsibility affect financial performance,
financial stability, and financial inclusion in the
banking sector? Evidence from Pakistan. Research in
International Business and Finance. 2021;55:101314.
Ray RS, Goel S. Impact of ESG score on financial
performance of Indian firms: static and dynamic panel
regression analyses. Applied Economics.
2023;55(15):1742-1755.
d0i:10.1080/00036846.2022.2101611.
Rodriguez-Fernandez M. Social responsibility and
financial performance: the role of good corporate
governance. BRQ Business Research Quarterly.
2016;19(2):137-151.

44,

45.

46.

47.

48.

49.

50.

~ 637 ~

https://www.allfinancejournal.com

Ruan L, Liu H. Environmental, social, governance
activities and firm performance: evidence from China.
Sustainability. 2021;13(2):767.

Saba Z. ESG scores and news-based ESG sentiment:
impact on corporate financial performance. Journal of
Sustainable Finance and Accounting. 2025;100019.
Song H, Zhao CG, Zeng JP. Can environmental
management improve financial performance: an
empirical study of A-shares listed companies in China.
Journal of Cleaner Production. 2017;141:1051-1056.
Surroca J, Trib6 JA, Waddock S. Corporate
responsibility and financial performance: the role of
intangible resources. Strategic Management Journal.
2010;31(5):463-490.

Velte P. Does ESG performance have an impact on
financial performance? Evidence from Germany.
Journal of Global Responsibility. 2017;8(2):169-178.
Wu ML. Corporate social performance, corporate
financial performance, and firm size: a meta-analysis.
The Journal of American Academy of Business.
2006;8(1):163-171.

Zhou G, Liu L, Luo S. Sustainable development, ESG
performance and company market value: mediating
effect of financial performance. Business Strategy and
the Environment. 2022;31(7):3371-3387.
d0i:10.1002/bse.3089.


https://www.allfinancejournal.com/

