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Abstract  

 

Sustainability has increasingly become a strategic priority for firms seeking to create long-term value while 

addressing environmental, social, and governance (ESG) challenges. This study provides a descriptive 

assessment of sustainability-driven business transformation in Indian firms, with particular emphasis on ESG 

practices and innovation. The study examines the extent to which Indian firms are integrating sustainability 

considerations into their business strategies, operational practices, governance mechanisms, and innovation 

activities. Using secondary data and descriptive analytical techniques, the study evaluates key dimensions of 

ESG performance and innovation across selected Indian firms. The analysis highlights emerging patterns in 

environmental responsibility, social engagement, corporate governance, and sustainability-oriented 

innovation. The findings indicate that Indian firms are progressively embedding sustainability into their 

strategic and operational decision-making, although the extent and consistency of adoption vary across firms 

and ESG dimensions. The study further suggests that innovation plays an important role in supporting 

sustainability-driven transformation by enabling firms to develop more resource-efficient processes, products, 

and business models. The study contributes to the growing literature on corporate sustainability in emerging 

economies by providing an India-specific perspective on the evolving relationship between ESG practices, 

innovation, and business transformation. The findings offer useful implications for corporate managers, 

investors, policymakers, and other stakeholders seeking to strengthen sustainable and responsible business 

practices in India. 
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INTRODUCTION  

Sustainability has become an important component of modern business strategy, with firms increasingly 

integrating Environmental, Social and Governance (ESG) considerations into their operations and decision-

making. Growing concerns regarding climate change, social responsibility, ethical governance, and 

stakeholder expectations have encouraged businesses to move beyond short-term financial objectives towards 

sustainable and long-term value creation. 

In this context, innovation plays a significant role in sustainability-driven business transformation. Firms are 

increasingly adopting green technologies, sustainable products, resource-efficient processes, digital solutions, 

and responsible business models to address environmental and social challenges while maintaining 

competitiveness. India provides an important context for examining this transformation due to its rapidly 

evolving regulatory environment, growing investor awareness, and increasing emphasis on corporate 

sustainability. Indian firms are progressively incorporating ESG practices and innovation into their strategic 

priorities. 

Therefore, this study provides a descriptive assessment of ESG practices and innovation in Indian firms, 

focusing on the emerging role of sustainability in transforming business practices and creating long-term 

Organisational value. The study contributes to understanding the current sustainability orientation of Indian 

firms and highlights the growing integration of ESG and innovation in corporate strategy. 

 

Review of literature  

The existing literature on sustainability-driven business transformation can be broadly organised into four 

themes: (i) ESG and sustainable business strategy, (ii) ESG and firm performance, (iii) ESG and innovation, 

and (iv) ESG and innovation in the Indian context. 

2.1 ESG Practices and Sustainable Business Strategy 

The integration of sustainability into corporate strategy has increasingly shifted from voluntary environmental 

initiatives towards a broader framework encompassing environmental, social and governance (ESG) 

dimensions. Hart (1995), through the Natural-Resource-Based View of the Firm, argued that environmental 

capabilities such as pollution prevention, product stewardship and sustainable development can become 

sources of sustained competitive advantage.  This perspective provides an important theoretical foundation 

for understanding sustainability as a strategic capability rather than merely a compliance activity. 

Recent literature similarly indicates that sustainable business practices are becoming increasingly integrated 

with corporate strategy, stakeholder management and long-term value creation. The growing emphasis on 

ESG reflects the recognition that firms must simultaneously address environmental risks, social 

responsibilities and governance quality while maintaining competitiveness. A recent systematic review further 

demonstrates the increasing convergence between sustainable business practices, green innovation, CSR and 

corporate performance in the contemporary literature. 

2.2 ESG Practices and Firm Performance 

A substantial body of research has examined whether sustainability-oriented practices contribute to corporate 

financial performance. Friede, Busch and Bassen (2015) conducted an extensive review covering more than 

2,200 unique empirical studies and found that approximately 90% reported a non-negative relationship 

between ESG and corporate financial performance. Their findings provide considerable support for the 

business case for ESG integration. However, the relationship between ESG and performance is not necessarily 

uniform across industries, countries, ESG dimensions and performance indicators. Recent meta-analytic 

evidence in the banking sector, for example, reports a small but statistically significant positive relationship 

between ESG engagement and financial performance, while also identifying differences across 

environmental, social and governance dimensions and across ESG data providers.  These findings suggest 

that the effectiveness of ESG practices may depend on organisational and institutional contexts. 
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2.3 ESG Practices and Corporate Innovation 

Recent research provides growing evidence of this relationship. Li, Lian and Xu (2023) examined the spillover 

effects of ESG on green innovation and highlighted mechanisms through which ESG-oriented behaviour can 

influence innovation beyond the individual firm. More broadly, a 2026 bibliometric and systematic review of 

792 studies identified sustainable development, CSR and firm performance as major themes in ESG–green 

innovation research, while green technological innovation and green investment have emerged as important 

newer research directions. 

 

2.4 ESG, Innovation and Indian Firms 

Research on Indian firms indicates that sustainability-oriented organisational innovativeness can contribute 

to firms' ability to respond to changing environmental and market conditions. Recent empirical evidence 

provides more direct support for the ESG–innovation relationship in India. A 2025 study of ESG-disclosing 

Indian firms covering 2011–12 to 2021–22 examined ESG performance and corporate innovation using 

textual analysis and panel fixed-effects models. The study demonstrates the increasing relevance of ESG 

performance as a determinant of corporate innovation in Indian firms. 

Similarly, Gidage and Bhide (2025) examined 77 Indian manufacturing firms and investigated the 

relationships among green intellectual capital, green finance, green innovation and ESG performance. Their 

findings highlight the complex interaction between green innovation and ESG outcomes and suggest that 

innovation can play an important role in translating sustainability-related capabilities and resources into 

improved ESG performance. Mishra, Datta and Behera (2024), through a review of corporate environmental 

responsibility in India, further highlighted the relationship between environmental responsibility, corporate 

financial performance and environmental outcomes. Their review demonstrates the growing importance of 

sustainability-oriented corporate practices within the Indian business environment. 

2.5 Research Gap 

The thematic review indicates that existing research has primarily concentrated on ESG and financial 

performance, individual ESG dimensions, green innovation, and environmental responsibility. Although the 

relationship between ESG and innovation is receiving increasing scholarly attention, relatively limited 

research provides a descriptive and integrated assessment of ESG practices and innovation as components of 

sustainability-driven business transformation in Indian firms. 

Furthermore, much of the existing empirical literature focuses on testing causal relationships or specific 

performance outcomes. There is comparatively less emphasis on understanding the broader pattern of ESG 

adoption and innovation orientation across Indian firms. The present study addresses this gap by providing a 

descriptive assessment of ESG practices and innovation and examining how these elements collectively reflect 

the emerging transformation towards more sustainable business models in India. 

Research Methodology  

3.1 Research Design 

The present study adopts a descriptive research design to assess the adoption of Environmental, Social and 

Governance (ESG) practices and innovation among Indian firms. The study focuses on identifying prevailing 

sustainability practices and understanding the extent to which innovation is integrated into corporate 

sustainability strategies. 

3.2 Data Sources 

The study is based primarily on secondary data collected from publicly available sources, including annual 

reports, business responsibility and sustainability reports (BRSR), sustainability reports, corporate websites, 

and relevant databases. Information relating to ESG practices, sustainability initiatives and innovation 

activities of selected Indian firms is examined. 
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3.3 Sample Selection 

The study considers selected Indian firms representing major sectors of the economy. Firms are selected based 

on the availability and consistency of ESG and innovation-related information during the study period. A 

purposive sampling approach is used to ensure that adequate information is available for descriptive 

assessment. 

3.4 Variables of the Study 

The study focuses on three major ESG dimensions: 

Environmental (E): renewable energy adoption, energy efficiency, carbon-emission reduction, waste 

management, water conservation and sustainable resource utilisation. Social (S): employee welfare, diversity 

and inclusion, health and safety, community development, human rights and stakeholder engagement. 

Governance (G): board structure, transparency, business ethics, risk management, accountability and 

regulatory compliance. Innovation: green products, sustainable technologies, process innovation, digital 

innovation, R&D activities and resource-efficient business solutions. 

3.5 Data Analysis 

The collected information is analysed using descriptive statistical techniques, including frequency, 

percentage, mean and comparative analysis. ESG and innovation practices are classified into relevant 

dimensions to identify the dominant sustainability practices adopted by Indian firms. Where appropriate, firms 

are compared across sectors and ESG dimensions. 

An ESG–Innovation framework is also used to examine the extent to which sustainability practices are 

associated with innovation-oriented business transformation. The analysis is primarily descriptive and does 

not attempt to establish causal relationships. 

3.6 Scope of the Study 

The study focuses on the Indian corporate sector and examines sustainability-driven transformation from the 

perspective of ESG adoption and innovation. The methodology is designed to provide an overall 

understanding of emerging corporate sustainability practices rather than testing a specific causal model. 

3.7 Research Approach 

The study follows a quantitative descriptive approach, supported by systematic content analysis of corporate 

disclosures. This approach enables the study to identify patterns in ESG adoption and innovation and assess 

the changing orientation of Indian firms towards sustainable business transformation. 

Data Analysis  

The analysis of ESG practices and innovation among Indian firms indicates that sustainability is increasingly 

becoming an integral component of corporate strategy. The firms examined demonstrate varying levels of 

adoption across the Environmental, Social and Governance dimensions, suggesting that sustainability-driven 

transformation is progressing at different rates across organisations and sectors. 

4.1 Environmental Practices 

The environmental dimension reflects the efforts of firms towards reducing their ecological footprint and 

improving resource efficiency. The analysis considers practices such as renewable energy adoption, energy 

conservation, carbon-emission reduction, waste management, water conservation and sustainable production. 

The observed pattern indicates that environmental initiatives are increasingly moving beyond regulatory 

compliance towards operational and strategic considerations. Firms adopting renewable energy, energy-

efficient technologies and waste-reduction practices demonstrate greater emphasis on integrating 

sustainability into their operational processes. Such initiatives can simultaneously contribute to environmental 

protection and improvements in resource efficiency. 

However, differences among firms suggest that environmental sustainability is not yet uniformly embedded 

across the Indian corporate sector. Larger firms and firms with greater stakeholder visibility generally appear 

more proactive in disclosing and implementing environmental initiatives. This indicates the continuing 
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importance of organisational resources, regulatory pressure and stakeholder expectations in shaping 

environmental practices. 

4.2 Social Practices 

The social dimension focuses on employee welfare, occupational health and safety, diversity and inclusion, 

human rights, community development and stakeholder engagement.The analysis indicates that social 

sustainability represents an important component of corporate responsibility among Indian firms. Employee-

focused initiatives, skill development, workplace safety and community-oriented programmes demonstrate 

that firms are increasingly recognising the importance of human capital and stakeholder relationships. 

The social dimension also contributes to long-term organisational resilience. Investments in employee 

development, inclusive workplaces and stakeholder engagement can strengthen employee commitment, 

organisational reputation and relationships with communities. Thus, social sustainability can be viewed not 

only as a responsibility but also as a strategic component of sustainable business transformation. 

4.3 Governance Practices 

Governance represents the institutional foundation of ESG performance. The analysis considers indicators 

such as board composition, transparency, ethical business conduct, risk management, accountability, 

stakeholder protection and regulatory compliance. The findings suggest that governance practices receive 

considerable attention because effective governance is essential for ensuring transparency and accountability 

in corporate decision-making. Strong governance mechanisms can also improve the credibility of 

environmental and social commitments by ensuring that sustainability objectives are incorporated into 

organisational policies and monitored by appropriate governance structures. 

4.4 Innovation and Sustainability 

Innovation constitutes an important mechanism through which firms can translate ESG commitments into 

practical business outcomes. The analysis considers green products and services, sustainable technologies, 

process innovation, digitalisation, research and development, and resource-efficient production. 

The evidence indicates that innovation is increasingly being used to address sustainability-related challenges. 

Firms adopting cleaner technologies and resource-efficient processes can potentially reduce environmental 

impacts while improving operational efficiency. Similarly, the development of sustainable products can enable 

firms to respond to changing consumer preferences and emerging market opportunities. 

4.5 Overall Interpretation 

Overall, the analysis indicates that ESG practices and innovation are increasingly becoming interconnected 

elements of corporate strategy in India. Environmental initiatives encourage firms to adopt cleaner 

technologies and improve resource efficiency; social initiatives support human capital and stakeholder 

relationships; and governance mechanisms provide accountability and strategic oversight. 

The emerging pattern suggests a gradual transition from traditional corporate responsibility towards 

sustainability-driven business transformation. Nevertheless, differences in the extent and quality of ESG 

adoption indicate that substantial scope remains for deeper integration of sustainability into innovation, 

investment and strategic decision-making. 

Thus, the analytical findings support the proposition that the future competitiveness of Indian firms is likely 

to depend increasingly on their ability to integrate ESG principles with innovation, operational efficiency and 

long-term value creation. 
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Conclusion  

The study concludes that ESG practices and innovation are increasingly becoming important components of 

business transformation in Indian firms. Environmental initiatives, social responsibility and sound governance 

are gradually being integrated with sustainable technologies, products and business processes. The analysis 

indicates that firms are moving beyond traditional compliance-oriented approaches towards greater emphasis 

on long-term sustainability and value creation. 

However, the extent of ESG and innovation adoption varies across firms and sectors, indicating the need for 

stronger integration of sustainability into corporate strategy. Overall, the findings suggest that ESG practices 

combined with innovation can serve as important drivers of sustainable growth, competitiveness and long-

term business resilience in India. 
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