The Impact of ESG Disclosure on Corporate Investment Behaviour: Evidence from Indian Agribusiness Firms
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Introduction 
Environmental, Social, and Governance (ESG) considerations have become an increasingly important component of corporate decision-making and investment evaluation across global financial markets. Investors, regulators, and other stakeholders now expect firms to demonstrate greater transparency regarding their environmental practices, social responsibility initiatives, and governance structures. Consequently, ESG disclosure has emerged as a critical component of corporate reporting frameworks aimed at improving transparency, accountability, and long-term sustainability (Eccles, Ioannou, & Serafeim, 2014; Fatemi, Glaum, & Kaiser, 2018). Through ESG reporting, firms provide stakeholders with information regarding non-financial risks and sustainability practices, enabling investors to better assess corporate performance and long-term value creation (Clark, Feiner, & Viehs, 2015; Dhaliwal, Li, Tsang, & Yang, 2011). The growing prominence of ESG disclosure is closely linked with the evolution of responsible and sustainable investment practices. Institutional investors and asset managers increasingly integrate ESG information into their investment decision-making processes to evaluate long-term firm performance, risk exposure, and corporate governance quality (Amel-Zadeh & Serafeim, 2018; Krüger, 2015). Empirical studies suggest that firms with higher ESG transparency may experience improved access to capital, enhanced corporate reputation, and reduced information asymmetry between managers and investors (Cheng, Ioannou, & Serafeim, 2014; Dhaliwal et al., 2011). As a result, ESG disclosure may also influence managerial decisions related to capital allocation and corporate investment behaviour.
Corporate investment behaviour, particularly decisions related to capital expenditure and long-term asset allocation, plays a crucial role in determining firm growth and competitiveness. Traditional corporate finance theories suggest that investment decisions are primarily influenced by factors such as profitability, cost of capital, and financial constraints (Fazzari, Hubbard, & Petersen, 1988; Myers & Majluf, 1984). However, recent studies indicate that non-financial factors, including sustainability practices and stakeholder expectations, are increasingly influencing corporate strategic decisions and investment patterns (Bhandari & Javakhadze, 2017; Flammer, 2021). ESG disclosure may therefore affect corporate investment behaviour by enhancing investor confidence, improving corporate governance mechanisms, and facilitating access to long-term financial resources. Despite the growing body of literature examining ESG disclosure and corporate performance, empirical evidence on the relationship between ESG transparency and corporate investment behaviour remains relatively limited, particularly in emerging economies. Most existing studies have focused on developed markets such as the United States and Europe, where ESG reporting frameworks are relatively mature and standardized (Friede, Busch, & Bassen, 2015; Flammer, 2021). In contrast, emerging economies such as India present a distinct institutional environment characterized by evolving regulatory frameworks and varying levels of corporate transparency.
In recent years, ESG reporting has gained considerable momentum in India due to regulatory initiatives such as the Business Responsibility and Sustainability Reporting (BRSR) framework introduced by the Securities and Exchange Board of India (SEBI). These developments have encouraged firms to disclose structured sustainability information and integrate ESG considerations into corporate decision-making processes. Within this context, the agribusiness sector represents an important area of investigation because of its close linkages with environmental sustainability, natural resource management, and rural development. Firms operating in this sector are increasingly expected to demonstrate responsible environmental practices and transparent governance structures (Porter & Kramer, 2011; Elkington, 1997). Against this background, the present study examines the relationship between ESG disclosure and corporate investment behaviour among selected Indian agribusiness firms. By focusing on an emerging market context and a sustainability-sensitive industry, the study aims to contribute to the growing literature on ESG disclosure and corporate finance.
Literature Review
Environmental, Social, and Governance (ESG) disclosure has emerged as an important component of corporate reporting and sustainability communication in recent years. ESG disclosure refers to the extent to which firms voluntarily or mandatorily report information related to their environmental performance, social responsibility practices, and governance structures in order to enhance transparency and accountability to stakeholders. The increasing prominence of ESG reporting reflects growing stakeholder expectations that firms should address environmental sustainability, social welfare, and ethical governance as integral aspects of corporate strategy (Albitar et al., 2020; Narula et al., 2023).Prior literature suggests that ESG disclosure plays a critical role in reducing information asymmetry between corporate management and external stakeholders. By providing detailed non-financial information, firms enable investors, regulators, and other stakeholders to evaluate potential environmental risks, governance quality, and social responsibility practices associated with corporate activities (Clark, Feiner, & Viehs, 2015; Dhaliwal, Li, Tsang, & Yang, 2011). Transparent ESG reporting can therefore strengthen stakeholder trust and enhance corporate legitimacy in capital markets. Eccles, Ioannou, and Serafeim (2014) found that firms with stronger sustainability reporting practices tend to demonstrate more transparent governance structures and improved long-term performance outcomes. Empirical evidence also indicates that firms adopting comprehensive ESG disclosure frameworks often experience improved corporate reputation and stakeholder confidence. Fatemi, Glaum, and Kaiser (2018) argue that ESG transparency allows firms to communicate their sustainability commitments more effectively, thereby enhancing credibility among investors and market participants. Similarly, studies by Gholami et al. (2022) and Rohendi et al. (2024) suggest that transparent ESG reporting contributes to stronger stakeholder engagement and improved organizational legitimacy. As a result, ESG disclosure has increasingly been viewed as a strategic mechanism through which firms communicate their commitment to responsible and sustainable business practices.
A substantial body of literature has examined the relationship between ESG practices and corporate financial performance. Many studies suggest that firms with stronger ESG disclosure and sustainability practices tend to experience improved financial outcomes and long-term value creation. For instance, Friede, Busch, and Bassen (2015), in a large meta-analysis of empirical studies, found that the majority of research reports a positive relationship between ESG performance and corporate financial performance.Several mechanisms explain how ESG disclosure may contribute to improved financial outcomes. First, ESG practices may enhance operational efficiency by encouraging firms to adopt sustainable production processes, efficient resource utilization, and responsible governance mechanisms (Abdi et al., 2022; Albitar et al., 2020). Second, ESG reporting may strengthen stakeholder relationships by demonstrating corporate accountability and ethical management practices (Ahmad et al., 2021). Firms that actively disclose sustainability information may therefore experience stronger stakeholder support and enhanced corporate reputation. Additionally, ESG disclosure has been associated with improved firm valuation and lower financial risk. Studies indicate that companies with strong ESG transparency often exhibit higher market valuations and lower cost of capital due to increased investor confidence (El Ghoul, Guedhami, Kwok, & Mishra, 2011; Cheng, Ioannou, & Serafeim, 2014). Similarly, Wong et al. (2021) found that ESG disclosure is positively associated with indicators such as Tobin’s Q and market-to-book ratios, suggesting that sustainability practices can enhance firm value. Research by Ruan and Liu (2021) further demonstrates that companies with stronger ESG commitments tend to exhibit greater financial resilience and reduced operational risk during periods of economic uncertainty.While a significant body of literature has examined the financial implications of ESG practices, a growing number of studies have begun to explore how ESG disclosure influences corporate investment behaviour and capital allocation decisions. Corporate investment behaviour refers to the manner in which firms allocate financial resources toward capital expenditures, research and development, asset acquisition, and long-term strategic expansion. These decisions are critical determinants of a firm’s long-term growth and competitiveness. 
Recent research suggests that ESG disclosure may influence corporate investment behaviour through several channels. First, transparent ESG reporting reduces information asymmetry between firms and investors, thereby improving access to capital markets and enabling firms to secure financing for long-term investment projects (Cheng et al., 2014; El Ghoul et al., 2011). When investors have greater confidence in corporate governance and sustainability practices, firms may face lower financing constraints and greater investment opportunities. Second, ESG engagement may improve investment efficiency by encouraging firms to adopt long-term strategic perspectives rather than short-term profit-maximization approaches. Bhandari and Javakhadze (2017) argue that firms with stronger ESG performance are more likely to allocate capital efficiently and avoid overinvestment or underinvestment problems. Similarly, Flammer (2021) finds that firms adopting sustainability practices often undertake more long-term strategic investments that enhance innovation and environmental performance. Recent empirical studies also highlight that ESG disclosure can contribute to improved capital allocation decisions by strengthening governance mechanisms and reducing agency conflicts between managers and shareholders. Li et al. (2024) suggest that firms with strong ESG practices tend to demonstrate greater investment discipline and improved resource allocation efficiency. Furthermore, Zheng (2024) argues that ESG transparency can influence investor perceptions and encourage firms to invest in environmentally sustainable technologies and socially responsible initiatives.
However, some scholars note that the relationship between ESG disclosure and investment behaviour remains complex and context-dependent. Variations in ESG measurement methodologies, regulatory frameworks, and industry characteristics may influence how sustainability information is interpreted by investors and corporate managers. Concerns regarding greenwashing and selective disclosure also raise questions regarding the reliability and comparability of ESG reports across firms and industries.
In recent years, ESG reporting has expanded significantly in emerging economies due to increasing regulatory initiatives and growing investor interest in sustainable investment practices. Governments and regulatory authorities in several emerging markets have introduced frameworks aimed at improving corporate transparency and promoting responsible business conduct. However, ESG reporting practices in emerging markets often remain less standardized compared to those in developed economies. India has witnessed significant progress in ESG disclosure in recent years, largely driven by regulatory initiatives introduced by the Securities and Exchange Board of India (SEBI). The introduction of the Business Responsibility and Sustainability Reporting (BRSR) framework has required listed companies to disclose structured information related to environmental performance, social responsibility practices, and governance mechanisms. This regulatory development has significantly improved the availability and comparability of ESG information among Indian corporations.
Several studies examining ESG disclosure in India suggest that sustainability reporting practices have improved considerably over the past decade. Bhatia and Tuli (2022) observed that Indian firms are increasingly adopting ESG reporting frameworks in response to regulatory requirements and stakeholder expectations. Similarly, Aggarwal and Singh (2023) found that firms with stronger ESG disclosure tend to demonstrate improved corporate reputation and greater stakeholder trust. Despite these developments, empirical research examining the relationship between ESG disclosure and corporate investment behaviour in the Indian context remains relatively limited. Moreover, sector-specific studies focusing on industries such as agribusiness remain scarce. Given the environmental sensitivity and socio-economic significance of the agribusiness sector, understanding how ESG disclosure influences corporate investment decisions in this industry is particularly important. Therefore, the present study seeks to contribute to the literature by examining the relationship between ESG disclosure and corporate investment behaviour among selected Indian agribusiness firms.
Research Gap
Although the existing literature has extensively examined the relationship between ESG practices and corporate financial performance, relatively limited attention has been given to how ESG disclosure influences corporate investment behaviour, particularly in terms of capital allocation and long-term investment decisions. Moreover, most empirical studies on ESG disclosure have been conducted in developed economies where sustainability reporting frameworks are well established. Evidence from emerging markets such as India remains comparatively limited. In addition, sector-specific analyses are relatively scarce, especially within industries that are highly dependent on environmental and social sustainability, such as agribusiness. Therefore, this study seeks to address these gaps by examining the relationship between ESG disclosure and corporate investment behaviour among selected Indian agribusiness firms.
Conceptual Framework and Hypothesis Development
Environmental, Social, and Governance (ESG) disclosure has increasingly become an important mechanism through which firms communicate their sustainability practices, governance structures, and social responsibilities to stakeholders. By providing structured non-financial information, ESG reporting enhances corporate transparency and reduces information asymmetry between firms and investors (Dhaliwal et al., 2011; Cheng, Ioannou, & Serafeim, 2014). This improved transparency may influence managerial decision-making and corporate financial strategies, particularly those related to long-term investment and capital allocation. The relationship between ESG disclosure and corporate investment behaviour can be explained through stakeholder theory and signaling theory. Stakeholder theory suggests that firms that actively address environmental and social responsibilities are more likely to build stronger relationships with key stakeholders, including investors, regulators, and communities (Freeman, 1984; Porter & Kramer, 2011). Such relationships may encourage firms to adopt long-term strategic investment decisions that support sustainable growth and corporate legitimacy. At the same time, signaling theory proposes that firms voluntarily disclose ESG information to signal responsible management practices and commitment to long-term value creation (Spence, 1973; Eccles, Ioannou, & Serafeim, 2014). Higher levels of ESG disclosure may therefore enhance investor confidence and facilitate access to financial resources required for corporate investments.
Corporate investment behaviour refers to the process through which firms allocate financial resources toward capital expenditures, asset expansion, and long-term strategic projects that contribute to future growth (Fazzari, Hubbard, & Petersen, 1988; Myers & Majluf, 1984). ESG disclosure may influence such decisions by strengthening governance mechanisms, reducing agency conflicts, and improving capital market perceptions of the firm (Bhandari & Javakhadze, 2017; Flammer, 2021). Firms demonstrating stronger ESG transparency are often perceived as more responsible and strategically oriented toward long-term sustainability, which may encourage greater investment in sustainable technologies, operational improvements, and strategic expansion initiatives.
ESG disclosure is typically composed of three primary dimensions: environmental, social, and governance practices. Each of these components may independently influence corporate investment behaviour by shaping stakeholder expectations and managerial decision-making processes. Environmental disclosure highlights a firm’s commitment to sustainable resource management, social disclosure reflects stakeholder engagement and corporate responsibility initiatives, and governance disclosure indicates the quality of oversight and decision-making structures within the organization.
Based on these theoretical perspectives, the following hypotheses are proposed:
H1: Environmental disclosure has a significant positive impact on corporate investment behaviour in Indian agribusiness firms.
H2: Social disclosure has a significant positive impact on corporate investment behaviour in Indian agribusiness firms.
H3: Governance disclosure has a significant positive impact on corporate investment behaviour in Indian agribusiness firms.
Research Methodology
The present study adopts a quantitative and descriptive research design to examine the relationship between Environmental, Social, and Governance (ESG) disclosure and corporate investment behaviour among Indian agribusiness firms. A quantitative approach is appropriate because it allows the researcher to analyse numerical data derived from corporate disclosures and financial statements. The study uses secondary data, which is collected from publicly available company reports. Using secondary data is suitable for this research because ESG information and financial data are already disclosed by listed companies in their annual and sustainability reports. The study focuses on selected agribusiness firms listed on Indian stock exchanges. The agribusiness sector is chosen because it plays an important role in environmental sustainability, food security, and rural development in India. Firms operating in this sector are increasingly expected to disclose information regarding environmental practices, social responsibility initiatives, and governance structures.
A purposive sampling technique is used to select firms that provide consistent ESG-related disclosures and financial information. Based on the availability of data, five major agribusiness companies are selected for analysis:
· UPL Ltd.
· PI Industries Ltd.
· Coromandel International Ltd.
· Godrej Agrovet Ltd.
· Bayer CropScience Ltd.
The study analyses data for a five-year period from 2019 to 2023, which allows the observation of recent ESG reporting practices and investment trends. The research relies entirely on secondary data sources. Data is collected from the following publicly available documents like annual Reports of the selected companies, sustainability Reports or ESG Reports, business responsibility and sustainability reports (BRSR) and official company websites and stock exchange filings. Annual reports provide financial information required to measure corporate investment behaviour, while sustainability and ESG reports provide information related to environmental, social, and governance disclosures.
Measurement of Variables
ESG Disclosure (Independent Variable)
ESG disclosure is measured using a simple disclosure scoring method. A checklist of ESG indicators is prepared based on commonly reported sustainability practices. The indicators are grouped into three categories namely environmental indicators, social indicators and governance indicators.
Each indicator is assigned a binary score:
· 1 = Disclosure present
· 0 = Disclosure not present
The total ESG disclosure score is calculated by adding all indicator scores for each firm.
Corporate Investment Behaviour (Dependent Variable)
Corporate investment behaviour is measured using a commonly used financial indicator known as the investment ratio. This ratio reflects the proportion of financial resources allocated toward long-term investments. A higher investment ratio indicates greater corporate investment activity.
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The collected data is analysed using simple statistical techniques in Microsoft Excel. Descriptive statistics are used to summarise ESG disclosure scores and investment ratios across firms and years. Trend analysis is conducted to observe changes in ESG disclosure and investment behaviour over time. Finally, correlation analysis is used to examine the relationship between ESG disclosure scores and corporate investment behaviour. This method helps determine whether higher ESG disclosure is associated with higher levels of corporate investment.
Results and Discussion 
Descriptive Analysis of ESG Disclosure
Descriptive statistics were used to examine ESG (Environmental, Social, and Governance) disclosure practices at selected Indian agribusiness firms during the years 2019-2023. Significant variability in ESG disclosure practices was observed within firms and over time. In general, UPL Ltd and Bayer CropScience Ltd, had consistently high levels of ESG disclosures consistent with systematic sustainability reporting frameworks and a higher degree of alignment with regulatory regimes, whereas Coromandel International Ltd has shown significant improvement in ESG disclosure since 2020 likely as a result of the development of a well-defined Business Responsibility and Sustainability Reporting (BRSR) framework in India.
Table 1 presents the average ESG disclosure scores of the selected firms.
Table 1: Average ESG Disclosure Scores
	Company
	Year
	Environmental Score
	Social Score
	Governance Score
	ESG Total Score

	UPL Ltd
	2019
	8
	9
	4
	21

	UPL Ltd
	2020
	8
	8
	6
	22

	UPL Ltd
	2021
	8
	8
	8
	24

	UPL Ltd
	2022
	8
	9
	8
	25

	UPL Ltd
	2023
	9
	8
	8
	25

	PI Industries Ltd
	2019
	7
	8
	5
	20

	PI Industries Ltd
	2020
	9
	8
	3
	20

	PI Industries Ltd
	2021
	8
	7
	8
	23

	PI Industries Ltd
	2022
	8
	8
	9
	25

	PI Industries Ltd
	2023
	9
	8
	7
	24

	Coromandel International Ltd
	2019
	0
	0
	0
	0

	Coromandel International Ltd
	2020
	1
	2
	6
	9

	Coromandel International Ltd
	2021
	9
	10
	5
	24

	Coromandel International Ltd
	2022
	9
	10
	6
	25

	Coromandel International Ltd
	2023
	9
	10
	5
	24

	Godrej Agrovet Ltd
	2019
	6
	6
	3
	15

	Godrej Agrovet Ltd
	2020
	4
	8
	4
	16

	Godrej Agrovet Ltd
	2021
	6
	2
	5
	13

	Godrej Agrovet Ltd
	2022
	5
	5
	3
	13

	Godrej Agrovet Ltd
	2023
	7
	8
	4
	19

	Bayer CropScience Ltd
	2019
	5
	8
	8
	21

	Bayer CropScience Ltd
	2020
	6
	8
	7
	21

	Bayer CropScience Ltd
	2021
	9
	8
	8
	25

	Bayer CropScience Ltd
	2022
	9
	7
	8
	24

	Bayer CropScience Ltd
	2023
	9
	9
	7
	25



A notable increasing trend can be seen within most companies when it comes to their ESG disclosure score during the length of this period, indicating that companies in India’s agribusiness sector are recognizing the need for sustainability reporting more than before due to regulatory requirements and heightened stakeholder expectations, as well as changing corporate governance standards. The increased score on the environmental and governance dimensions shows an overall greater focus on complying with laws related to the environment, practicing environmental stewardship, and being more transparent in management practices.
The results also show, however, that ESG disclosure continues not to be consistent across dimensions or companies. This discrepancy indicates that way of reporting does not have a standardised structure to follow. The variability between companies indicates that ESG reporting is in an evolving state through an emerging market where there is a greater difference between firms regarding their ability and desire to incorporate sustainability.
Corporate Investment Behaviour
Using the investment ratio (defined as the ratio of capital expenditures to total assets), we studied corporate investment behavior through this metric, which indicates how much firms invest in their long-term strategic planning with their available financial resources.
The analysis revealed a significant amount of differentiation between firms regarding their level of investment intensity (i.e., the degree to which they invest), which suggests variations in how the firms view funding as being available to them. For example, firms exhibiting high levels of investment relative to their total asset base seem to pursue more aggressive expansion strategies by committing more financial resources to capital-intensive projects and developing long-term assets. In contrast, firms with lower levels of capital investment expenditures relative to their total asset base appear to be exercising a more conservative investment strategy; this may be the result of companies experiencing financial constraints, risk-averse behavior, or an alternative allocation of funds to support either operational or sustainability development. The ability of one to apply the results of this analysis is particularly relevant because it creates an opportunity to use this information to evaluate the relationship between ESG disclosures and capital allocation decisions.
Correlation Analysis: ESG Disclosure and Investment Behaviour
In an effort to analyze the relationship between corporate investment behaviour and ESG disclosure, the study computed Pearson correlation coefficients between the ESG dimensions and the investment ratio, which provides evidence of the relationship indicating that something will occur based on the two variables.
Based on the information above, there is consistently a negative relationship between ESG disclosure and corporate investment behaviour. Environmental Disclosure (-0.17) represents a weak negative, Social Disclosure (-0.35) a moderate negative, and Governance Disclosure (-0.37) represents a moderate negative. The Overall ESG Score (-0.35) reflects the same level of negative impact on corporate investment behaviour.
Table 2: Correlation Results
	Variables
	Correlation Coefficient

	Environmental Disclosure – Investment Ratio
	-0.17

	Social Disclosure – Investment Ratio
	-0.35

	Governance Disclosure – Investment Ratio
	-0.37

	ESG Total Score – Investment Ratio
	-0.35


The negative nature of these relationships suggests that businesses that disclose more information regarding ES, S and G issues will also tend to invest less capital in the future than those who do not participate in ESG disclosure. These results contradict the original theoretical expectations and hypotheses that had been proposed based on different theoretical frameworks.
Data Analysis and Interpretation
The current research examines how the decision-making of picked companies is influenced by their performance in the areas of Environmental, Social, Governance (ESG) performance through correlation analysis. ESG scores were determined through indicators based on disclosure, and the investment decisions were represented using the investment ratio.  Pearson's Correlation Coefficients are computed for each of the ESG dimensions against the investment ratio to test the hypotheses. The following are the relationships established:
ESG Performance vs Investment Decision
E -0.174
S -0.351
G -0.379
All three scores exhibited negative correlations of differing degrees of strength. The environmental score had a weak negative correlation with the investment ratio (-0.174), indicating that environmental disclosures have limited impact on the investment activity of companies. This implies that while the environmental aspect of corporate reporting is also receiving more focus, environmental programs have not yet been fully normalized into the company’s strategic investment decision process. The social and governance aspects have been observed to negatively correlate moderately suggesting that firms that perform strongly in the social and governance categories will maintain lower levels of investment relative to firms that are lower in the rankings. This trend may indicate the resource allocation dilemma firms face when allocating resources, as investment in employee welfare, corporate social responsibility, regulatory compliance, and governance processes increases operating costs, which reduces the amount of money available for capital investment.
As an example, prior research has shown that ESG engagement in developing countries often requires companies to compromise their short-term financial commitments for some benefit in the long run. Research conducted on sustainable finance shows that firms have achieved both positive and negative results in their financial performance due to their performance with ESG, and points out that this relationship is influenced by the economies on the maturity of the market and the companies' strategic priority on the regulatory environment. In this context, the negative associations established between ESG performance and investment ratios may suggest that ESG practices are continuing to evolve from a compliance driven approach to a more value integrated approach.
Overall, this body of research suggests that there is a clear association between ESG performance and a conservative approach to capital expenditure, suggesting that firms will exercise financial restraint when they have made investments in the areas related to sustainability.
Interpretation and Theoretical Implications
The negative relationship between ESG disclosure and investor sentiment shows a valuable and opposing piece of information particularly within the context of developing nations. Theoretical frameworks, such as stakeholder theory and signalling theory, indicate that improved ESG disclosure results in increased confidence among investors; reduced levels of information asymmetry; and an easier time finding funding from outside sources, thus encouraging additional investments. However, the data collected in this study shows that these potential advantages have not yet materialized completely within the agribusiness sector in India.
One reason that may explain this phenomenon is related to the current practices utilized by entities engaged in ESG in developing economies, which are almost exclusively driven by compliance as opposed to creating long-term shareholder value. The amount of financial and managerial resources committed by firms toward ESG reporting requirements, regulatory guidelines, and meeting stakeholder expectations has likely adversely affected their ability to invest capital in the long-term as some of those resources may be crowding out their ability to spend on short-term capital development projects.
Also, initiatives related to environmental, social, and governance (ESG) issues such as meeting environmental regulations, providing employee benefits, and restructuring governance structures typically involve high initial costs. Companies with no immediate financial return might take a more conservative and cautious investment strategy by prioritizing compliance with sustainability standards instead of aggressively expanding their capital investments. In addition, the greater negative correlation between social and governance investment indicates that allocating resources toward these two dimensions of ESG has a more direct effect on resource allocation decisions. Investment in a corporation’s corporate governance mechanisms, meeting regulatory requirements, and promoting social responsibility usually creates short-term financial restrictions for the corporation resulting in no available funding for long-term capital intensive investments.
The conclusions can also be understood within the context of the overall institutional landscape in emerging economies like India. It is worth noting that unlike developing markets, ESG practices are more developed and integrated into corporate strategy/decisions. In India, we are still in the transitional phase of ESG adoption.
During this transitional phase:
1. Brands and companies often view ESG as a compliance/legal obligation, rather than making a strategic investment
2. Companies put greater emphasis on complying and disclosing than they do on creating value
3. In the near term, capital markets may not be able to sufficiently reward firms based upon their ESG performance
Based upon the above, the relationship between ESG disclosure and investment will exhibit a short-term trade-off and/or an absence of common/natural synergy.
Conclusion
According to the findings of this research, when you compare their dimensions, the firms have experienced a negative correlation between their ESG and their investment decisions. Only the environmental aspect of ESG was weakly positively correlated to each company's investment decision but both the Social and Governance aspects were moderately negatively correlated to each investment decision. As a result of these conclusions, it's likely that in today's business environment ESG activities are primarily viewed as legally required and/or cost incurred by firms instead of as short term investment growth drivers. Companies who engage in more active ESG will typically have a longer term focus as they relate to stakeholder responsibilities and governance standards, which will typically lead to more conservative and controlled investment decisions.
From a broader scope view, results indicate that integrating ESG into core financial decision making still exists at a transitional stage where ESG is being adopted more rapidly but aligning ESG to value adding investments is still an evolving process especially in emerging markets.
The results contribute to the growing body of literature (knowledge base) focused on sustainable finance by providing new empirical (observational) evidence about the relationship between ESG and investments and revealing potential trade-offs related thereto. Implications are provided for corporate managers, investors, and decision-makers to consider in trying to balance sustainability objectives with financial performance and growth potential from investing.
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