International Journal on Research and Development - A Management Review

—_
r]‘l
/|

Archives available at journals.mriindia.com

International Journal on Research and Development - A

Management Review
ISSN: 2319 - 5479
Volume 12 Issue 01, 2023

ESG and Sustainable Business Practices: A Comprehensive Review

Ragnar Kalimuthu

Assistant Professor, Department of Operations and Supply Chain Management, Kelana Technical and

Management College, Malaysia

Email: ragnar.kalimuthu@ktmc-my.net

Peer Review Information

Submission: 15 April 2023
Revision: 28 April 2023
Acceptance: 11 May 2023

Keywords

ESG; Sustainable Business;
Corporate Responsibility;
Governance; Stakeholder
Theory; Sustainability
Strategy; Environmental
Performance; Social Impact.

Abstract

Environmental, Social, and Governance (ESG) principles have become
essential components of modern business strategy. As stakeholders
increasingly demand transparency, ethical conduct, and environmental
stewardship, organizations integrate ESG frameworks to enhance long-
term resilience and profitability. This review paper examines how ESG
influences sustainable business practices, using insights from 25
academic sources. It discusses the evolution of ESG, its theoretical
foundations, and its significance for corporate strategy, risk management,
and stakeholder engagement. A comparative table highlights differences
between traditional CSR and modern ESG practices. The findings
demonstrate that ESG drives innovation, enhances corporate reputation,
reduces risk, and aligns firms with global sustainability expectations. The
paper concludes that ESG-integrated business models represent a
pathway to sustainable competitive advantage and responsible corporate
governance.

Introduction

encompass labor practices, employee diversity,

In recent decades, the global business
environment has undergone a profound shift
driven by growing interest in sustainability,
ethical governance, and corporate responsibility.
Environmental degradation, climate change,
social inequality, and increasing corporate
scandals have drawn the attention of regulators,
investors, and consumers. As a result,
Environmental, Social, and Governance (ESG)
principles have emerged as powerful evaluative
criteria for assessing a company's long-term
viability and ethical impact.

ESG represents a multidimensional framework
that assesses how companies manage
environmental obligations, social relationships,
and governance structures. These dimensions
extend beyond traditional financial metrics,
offering a holistic understanding of corporate
performance. Environmental factors include
carbon emissions, resource efficiency, pollution
control, and climate resilience. Social factors
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human rights, and community engagement.
Governance factors relate to leadership
structure, accountability, transparency, and
ethical business conduct.

The rise of ESG is closely tied to the evolving
expectations  of  stakeholders. Investors
increasingly consider ESG metrics in portfolio
decisions, recognizing their influence on risk and
returns. For example, asset managers now
integrate ESG criteria into investment screening,
recognizing that companies with strong
sustainability practices tend to outperform their
peers over time. Consumers, particularly
millennial and Gen Z cohorts, prefer brands
committed to ethical sourcing, fair labor
practices, and climate action. Employees also
expect workplaces that prioritize well-being,
diversity, and ethical standards.

ESG has also gained traction due to the rise of
global sustainability frameworks and regulatory
pressure. Organizations such as the United
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Nations Global Compact, OECD, and the World

Economic Forum emphasize corporate
responsibility as critical to achieving global
development  goals. Regulatory  bodies

increasingly require ESG disclosure through
sustainability reporting, mandatory emissions
reporting, and supply chain transparency
mandates. Consequently, ESG compliance is no
longer optional—it is becoming a business
imperative.

Sustainable business practices align closely with
ESG principles by integrating long-term
environmental, social, and ethical considerations
into corporate strategy. Unlike traditional
corporate social responsibility (CSR), which often
focuses on philanthropy, ESG is tied directly to
operational performance and financial outcomes.
Companies that integrate ESG effectively benefit
from improved reputation, enhanced stakeholder
trust, reduced regulatory risk, operational
efficiencies, and greater investor confidence.

The transition toward ESG-aligned operations,
however, presents challenges. Many firms
struggle with data collection, measurement, and
reporting consistency. Greenwashing—
misrepresenting  sustainability = practices—
remains a significant concern. Additionally,
implementing ESG requires cultural
transformation, cross-department collaboration,
and strategic leadership commitment.

Despite challenges, the integration of ESG
principles represents a critical step toward
sustainable business practices. ESG encourages
companies to consider long-term impacts rather
than short-term profit maximization. It aligns
organizations with societal expectations and
global sustainability goals while boosting
innovation and resilience.

This paper explores the intersection of ESG and
sustainable business practices. It evaluates
scholarly literature to understand the role of ESG
in modern corporate strategy, identifies key
drivers and barriers, and examines the impact of
ESG on financial performance and corporate
reputation. A comparative analysis further
distinguishes ESG from traditional CSR
approaches. The discussion highlights emerging
trends and challenges, while the conclusion
emphasizes ESG’s role in shaping the future of
sustainable enterprise.

Comparative Table and Analysis

Table 1: CSR vs. ESG in Sustainable Business Practices

Literature Review

1. Adams, C. (2017). Sustainability reporting
and ESG integration.

2. Amini, M,, & Bienstock, C. (2014). Corporate
sustainability and stakeholder engagement.

3. Bebchuk, L., & Weisbach, M. (2010).
Governance structures and firm performance.

4. Carroll, A. (1991). The pyramid of corporate
social responsibility.

5. Clark, G, Feiner, A, & Viehs, M. (2015). ESG
and long-term financial performance.

6. Crane, A, Matten, D., & Spence, L. (2019).
Corporate social responsibility theory.

7.  Eccles, R, loannou, I., & Serafeim, G. (2014).
Sustainability and corporate performance.

8. Elkington, J. (1997). The triple bottom line
framework.

9. Freeman, R. (1984). Stakeholder theory
foundations.

10. Friede, G., Busch, T, & Bassen, A. (2015). ESG
and investment returns meta-analysis.

11. Gillan, S, Koch, A, & Starks, L. (2021). ESG
and governance impacts.

12. Global Reporting Initiative (GRI) Standards.
13. Khan, M,, Serafeim, G., & Yoon, A. (2016).
Material sustainability and financial relevance.
14. Kotsantonis, S., Pinney, C., & Serafeim, G.
(2016). ESG integration challenges.

15. Krueger, P. (2020). Climate risk and
corporate valuation.

16. Lozano, R. (2015). Sustainable business
model frameworks.

17. McWilliams, A., & Siegel, D. (2001). CSR and
firm performance.

18. Molina-Azorin, ]. (2014). Environmental
practices and competitive advantage.

19. OECD Principles of Corporate Governance
(2019).

20. Porter, M., & Kramer, M. (2011). Shared
value and corporate sustainability.

21. Renneboog, L., Ter Horst, ], & Zhang, C.
(2008). Socially responsible investment.

22. Schramade, W. (2016). ESG analysis in
financial markets.

23. Serafeim, G. (2020). ESG disclosure and
global business trends.

24. Tang, D, & Zhang, Y. (2020). ESG ratings and
corporate resilience.

25. UN Global Compact (2020). Sustainable
corporate principles.

Feature CSR (Corporate Social | ESG (Environmental, Social,
Responsibility) Governance)
Primary Focus Philanthropy & ethical commitments | Performance-based sustainability
metrics
Measurement Qualitative Quantitative, KPI-driven
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Integration Peripheral to core strategy Integrated into strategy & investment
Accountability Voluntary Increasingly regulated

Stakeholder Moderate High: investors, regulators, consumers
Influence

Scope Social and ethical Environmental, social, and governance
Impact on Finance Indirect Directly tied to risk & return
Transparency Limited Mandatory reporting in many regions
Time Horizon Short-medium Long-term sustainable value

Analysis:

ESG represents an evolution of CSR, offering
structured, measurable, and financially relevant
sustainability criteria. While CSR focuses on
corporate image and philanthropy, ESG
integrates sustainability into operational and
financial decision-making. ESG is increasingly
favored due to stronger investor influence, data-
driven evaluation, and regulatory requirements.

Discussion

ESG has fundamentally reshaped the concept of
corporate sustainability. Unlike earlier CSR-
based initiatives that focused on philanthropy,
ESG requires companies to adopt measurable,
performance-oriented sustainability strategies.
This shift reflects heightened pressure from
investors, governments, and civil society to
address environmental degradation, social
inequality, and governance failures.

One key area where ESG strengthens sustainable
business practices is risk management.
Environmental risks—including climate change,
carbon regulation, and resource scarcity—pose
significant operational and financial challenges.
Companies that invest in energy efficiency,
decarbonization, and climate resilience reduce
exposure to regulatory penalties and physical
climate risks. Social risks, such as weak labor
standards or inadequate employee welfare, can
lead to reputational damage or operational
disruptions. Strong governance practices further
mitigate risks by ensuring transparency,
compliance, and ethical decision-making.

ESG also enhances corporate reputation and
consumer trust. Today’s consumers demand
transparency in supply chains, commitment to
ethical sourcing, and meaningful climate action.
Firms with strong ESG profiles enjoy greater
brand loyalty and stakeholder support, which can
translate into competitive advantage.

Another significant component of ESG is its
relationship  with  financial performance.
Numerous studies show that firms with strong
ESG performance tend to achieve higher market
valuation, lower capital costs, and superior long-
term returns. This is particularly relevant for
institutional  investors, who increasingly
integrate ESG insights into portfolio construction.
Companies with poor ESG performance face
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divestment risks and may struggle to attract long-
term capital.

However, implementing ESG practices is not
without challenges. Data availability and quality
remain major obstacles, particularly in emerging
markets. ESG metrics vary across rating agencies,
leading to inconsistencies and confusion.
Furthermore, some firms engage in
greenwashing, overstating sustainability
activities without meaningful operational
changes.

Despite these challenges, the global trend toward
mandatory ESG reporting, sustainable finance
initiatives, and increased accountability is
accelerating adoption. The integration of ESG
into business strategy is no longer a branding
exercise—it is a fundamental shift toward
sustainable value creation.

Conclusion

ESG has emerged as a powerful framework
shaping sustainable business practices in the
21st century. This paper illustrates that ESG
represents a significant advancement over
traditional CSR by offering measurable, strategic,
and investor-relevant criteria. As global
challenges intensify—from climate change to
social inequality—ESG enables businesses to
address these issues systematically while
enhancing long-term competitiveness.

The growing influence of investors, regulators,
and consumers ensures that ESG will remain a
core component of corporate strategy.
Companies that embrace ESG strengthen risk
management, improve reputation, and enhance
operational efficiency. Moreover, ESG-aligned
businesses often achieve financial benefits,
including stronger long-term returns, improved
credit ratings, and access to sustainable
investment capital.

Nevertheless, effective ESG implementation
requires overcoming challenges related to data
quality, = measurement consistency, and
organizational readiness. Firms must adopt
transparent reporting practices, invest in
sustainability expertise, and embed ESG into
governance structures. Leadership commitment
and cultural alignment are essential for long-
term success.
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Looking ahead, ESG will continue evolving,
particularly with advancements in sustainability
analytics, climate scenario modeling, and global
regulatory harmonization. Companies that adapt
early will be better positioned to navigate future
uncertainties and capture emerging
opportunities in the sustainable economy.

In conclusion, ESG is not merely a trend but a
transformative force redefining how businesses
operate, innovate, and create value. By
integrating ESG principles into strategic decision-
making, organizations can achieve meaningful
sustainability outcomes while securing long-
term competitive advantage.
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