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Abstract

Environmental protection, social justice, and equality should all be included into corporate strategy if
businesses are to make substantial contributions to macro-level sustainable development goals. One
indicator of this is the growing number of commercial enterprises taking part in conservation efforts.
Financial performance (CFP), environmental performance (EP), and social performance (CSP) are all
aspects of sustainability that corporations are responsible for. This lends credence to the idea that, if
appropriate disclosures are made in the reports, capital markets may serve as a control mechanism to
ensure that companies in developing countries conform to environmental legislation. A good Corporate
Social Responsibility (CSR) rating may increase the value of a company on the Indian stock market. This

makes CSR rating information very confidential.

INTRODUCTION

The discipline of sustainability is a new and
rapidly expanding multidisciplinary study of the
economic costs of environmental problems to
various sectors of society and the need of making
the shift to a sustainable economic system.
However, it cannot be denied that sustainable
development techniques have inspired changes in
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many other arenas. Many large multinational
corporations are shifting their attention to the
production of safer, more environmentally friendly
items to meet customer demand, and an increasing
number of organizations are embracing "green"
business strategies that involve CSR programs as
a result. ("Sauve," "Bernard," "Sloan")
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Figure 1: Benefits of corporate sustainability
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SUSTAINABILITY AND SUSTAINABLE
DEVELOPMENT

In 2015, the United Nations issued 17 sustainable
development goals and a set of proposals for the
countries of the world to implement by 2030.
Raskin et al. (2010) emphasized the long-term
goals of sustainable development to guarantee the
well-being of future generations and the planet.
More and more stakeholders place a higher priority
on sustainability and its long-term advantages than
they do on immediate monetary gains. However,
problems occur when companies try to put
sustainability plans into effect. Finkbeiner, Schau,
Lehmann, and Traverso explored the current level
of life cycle sustainable assessment in their 2010
study, which introduced the concept of life cycle
development. Although the life cycle sustainable
model is available for evaluating environmental
sustainability, the authors stated that a similarly
effective model for assessing social and economic
sustainability has not yet been established.
Maslow's pyramid of environmental requirements
and Sustainability Assessment Tools inspired the
shift from environmental protection to
sustainability, which in turn led to the creation of
the life cycle sustainable model.

Prioritizing environmental sustainability is
essential for the success of the concept of
sustainability. Both are different, and different
strategies are required for various applications.
Due to the range of its subfields, environmental
sustainability is a more important facet of
sustainability in general. These subfields include
the management of water and toxic waste,
pollution, carbon emissions, and so on. Although
environmental concerns are central to the triple
bottom line strategy, Kuhlman and Farrington
(2010) stress that this idea is not the same as
sustainability. Both naturally occurring and
synthetic materials may be used. Kuhlman and
Farrington (2010) concluded that certain natural
resources can be replaced by man-made
equivalents when determining whether and how
much resources should be conserved. Capital
refers to a pool of resources that has been
artificially generated by mankind. Kuhlman and
Farrington (2010), who stressed the significance of
natural resource knowledge, defined sustainability
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as the presence of both natural and artificial
resources that may be used forever. The core idea
is that while evaluating a project, care must be
taken to ensure that it will have a positive impact
on the future or, at the very least, would have no
negative impact on natural resources.

LITERATURE REVIEW

Dr. Jimmy M. Kapadia (2017) CSR (or
"corporate social responsibility") is an area that
has grown at an astounding pace in recent years.
There has been a lot of theoretical and empirical
debate and inquiry on the topic of whether or not
CSR is helpful for companies, with a lot of focus
on the potential benefits of CSR on a company's
bottom line. Several studies from researchers with
various academic and professional backgrounds
have investigated the links between CSR and FP.
The results of these studies seem to be somewhat
divergent from one another. This might be because
scientists have used a wide variety of techniques
and tools to investigate the links between CSR and
FP.

Rasmus Sjogren (2019) Secondary data from a
variety of firms between 2008 and 2017 were used
to write this thesis. Panel data allowed for the
examination of several entities across the specified
time period. Panel regressions were used to inquire
into the motivation. When enterprises from
different industries are combined into one data set,
the Environmental rating has a significant impact
on revenues. It seems that there is a connection
between ESG ratings and financial success, since
this trend has been seen across multiple industries.
There is a growing body of literature on the topic
of environmental, social, and economic efficiency,
and this thesis adds to that conversation. Current
and future research may help consumers,
investors, and business executives choose the best
ways to adopt more socially responsible
operations. Studying how environmental, social,
and governance (ESG) factors affect business
success in Europe is ripe for the plucking.

Revlon Williams (2020) Companies of different
sizes and with varying investment aims may
benefit from adopting CSR investing techniques.
Small and medium-sized businesses (SME) face
more immediate implications from CSR
investment than big firms do because of the shorter
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time between acts and their corresponding effects.
The researchers in this study set out to analyze the
financial success of U.S.-based small and medium-
sized enterprises (SMEs) in the service and
industrial sectors to learn more about the effect
that management choices have on corporate social
responsibility (CSR) initiatives benefiting society
and the environment. This study was grounded on
the theoretical frameworks of stakeholder theory
and the idea of social capital. We utilized five
study questions to explore the potential financial
gains that SMEs may have experienced as a result
of social and environmental CSR.

Ranson Sifiso Gwala (2022) The purpose of this
study is to add to the existing body of knowledge
by reviewing the existing literature on the issue of
corporate governance and its effect on
organizational performance in the age of the
Fourth Industrial Revolution. The 42 publications
examined in the systematic literature review were
culled from the Science Direct Database and
focused on corporate governance, board
characteristics, and ownership structure. The
theory of agency (Fama & Jensen, 1983; Jensen &
Meckling, 1976) serves as the theoretical
foundation for our investigation. Agency theory is
often regarded as the best theoretical framework
for investigating the connections between
corporate  governance and  organizational
performance (Panda & Leepsa, 2017; Bergh,
Ketchen, Orlandi, Heugens, & Boyd, 2019).

Sachin S. Kamble et.al (2018) This article explores
what might make manufacturing businesses
hesitant to implement Industry 4.0 in an effort to
remove these potential roadblocks. Fuzzy
MICMAC (Matriced' Impacts Croise's
Multiplication Applique'e a' un Classement)
analysis and interpretative structural modeling
(ISM) were used to determine the relative
importance of the obstacles. After interviewing a
panel of experts from industry and academia, we
utilized an ISM methodology to create the
contextual link between the identified obstacles to
adopting Industry 4.0. We used the ISM data to do
a fuzzy MICMAC analysis, which shed light on
the obstacles standing in the way of Industry 4.0's
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widespread adoption. The findings provide light
on the direct and indirect implications of each
identified obstacle for Industry 4.0's adoption, and
they aid in categorizing the most relevant ones.

METHODOLOGY

How successfully a company manages the
environmental impacts of its activities is measured
by a metric called "corporate environmental
performance” (CEP). Many companies are
adopting the ISO 14000 set of environmental
standards to help them meet legal obligations and
lessen their impact on the natural environment
(including air, water, land, and ecosystems).

Idiots of the Polluting Industries, or POLDUM
Several studies (e.g., Hart and Ahuja, 1996; Konar
and Cohen, 2001; King and Lenox, 2001) have
used dummy variables for polluting sectors and
cleaner businesses to examine their influence on
the environment. Appendix-II of the Central
Pollution Control Board's report on India's air
quality lists the top polluting sectors in the country.
The many polluting industries were also
categorized in this study. Through a process of
elimination, the study discovers a total of 21 NIC
codes, which correspond to 17 polluting industrial
groups. Ninety-five of the 224 firms in the study
had one of the 21 most problematic industry codes.
Table 1 lists the 95 polluting companies together
with their respective NIC numbers. The polluting
industries are broken down by proportion in Figure
3.1. Of the 95 businesses included in this
subsample, 32% are in the pharmaceuticals and
drugs industry, which is the most polluting. This is
followed by the cement industry (11%), the steel
industry (9%), and the other chemicals sector
(9%). Seven hundred and twenty-two of the firm-
year observations were linked to polluting
businesses, whereas the remaining ten hundred and
twenty-seven were linked to a control
group.Companies that generate pollution are
represented by this dummy variable. If the
company is involved in an environmentally
damaging line of work, a 1 is recorded; otherwise,
a0.
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Table 1: Polluting Industry groups and their composition in the S&P 500 companies

[ndustry Group [NIC code

No. of IComposition

in%)

ICrude oil & natural gas 16102

w |0

Sugar 10721

[Paper & newsprint 17013

[Lubricants 19201

Refinery 12209

ISoda ash 0112

|Other chemicals 20119, 20295

ertiliser 0129

[Poelymers 20131

[Pesticides 20219

Synthetic textiles 20304

21001, 21002,

[Drugs & pharmaceuticals 21009

[ (SIS [V (V35 (T30 [N BN P [V (V)
W19 [0 [ (@ [= [0 [ [= & [0 &
o

ICement 23042

MMetal products [24104. 24108

Steel 24105

Aluminivm & alumininm.

roducts 24202

[Other non-ferrous metals 24209

[Total

Correlation coefficients between the study's main variables are shown in Table 2 Earnings per share (EPS)
is positively correlated with stock price (R=0.89), as shown by the matrix of correlations. Other correlation
coefficients testify to the lack of multicollinearity since there is little to no link between the explanatory
factors. Each explanatory variable also has a VIF between 1.03 and 1.89, which is a nice bonus. The
average VIF is 1.57, which is much lower than the maximum allowed value of 5. This provides support
for building the model without considering multicollinearity issues.

Table 2. Correlation table of key variables

SP [PBR [EPS LEV RDI ENWI [MATI [SIZE [ROA [ROE [ROS
SP 1
[PBR |0.215 |1
[EPS 10.836 [0.032 |1
LEV  |0.211 |0.284 [0.155 1
RDI [0.025 0.025 [0.026 0018 |1
ENWI [-0.106 |-0.222 [0.054 |0.346 |-0.083 |1
IMATI |-0.042 |-0.112 [0.016 |0.137 |0.077 [-0.264 (1
SIZE [0.183 [-0.026 [0.159 [0.024 |0.046 [-0.004 (0.015 |1
[ROA 0.188 |0.526 |0.186 [|0.569 |0.01 F0.216 [0.204 [0.034 |1
ROE 0334 |0.13 10302 |-0.147 [-0.01 [0.075 (0035 [0.187 [0.421 1
ROS 0.061 |0.07 0025 |0.171 j0.053 |-0.047 (0.142 0.109 (0489 |0.75 |1

The extent and quality of Indian businesses' CSP
disclosure is shown in Figure.2. The graph shows
an upward trend in both the rate and quality of CSP
disclosure. For example, in 2009, almost 82% of
the data points needed by GRI came from Indian
enterprises. These businesses have come a long
way in terms of openness since 2009. Since 2009,
when it was at 82%, the percentage of disclosure
has continuously increased to 2014's 93.4%. Both
the number and quality of disclosure increase with
time, as seen by the graph. The gap between the

quantity of information shared and its quality
decreases as the inquiry continues, as is evident
from a cursory look at the graph. The quality and
degree of disclosure gap decreased and was rather
steady between 2009 and 2012, the beginning and
conclusion of the study period. As a result of
stakeholders' demands for more open and
objective information in order to make investment
choices, the gap narrowed after 2012. Because of
this, Indian corporations started giving their
stakeholders better information.

4|Page



N. Madhava Rao et al,

100
095
09

0.80
0.7
0.70
2009 2010

“%e of Disclosure

085 —

International Journal of Engineering Science and Generic Research (IJESAR)

000 2012 0 2013 0 2014

=O=CSPL| 08195 | 0.8467 | 0.8898 08986 | 09062 0,9345
~B=CSPQ| 07085 | 0.7565 | 0.8001 | 0.8123 © 0.8305 | 0.8628

Figure 2: Level and Quality of Disclosure of CSP for India

CONCLUSION

This research shows that eco-efficiency
parameters of environmental sustainability are
factored into stock prices in the Indian stock
market and have a significant impact on the bottom
lines of Indian listed companies across all
industries. This lends credence to the idea that
capital markets may act as a control mechanism to
ensure that companies in developing countries
comply to environmental rules, provided that
relevant information is revealed in annual reports
(Dasgupta, et al., 2001). A company's value and
projected cash flows are required to take into
account environmental hazards. This assertion was
supported by the research team, lending credence
to Porter's win-win thesis that ecological
efficiency contributes to economic success in
India.Information on CSR ratings is regarded very
sensitive by the Indian stock market since firms
with a higher CSR rating are valued more highly.
Therefore, companies with strong social
performance may gain a lot, which is good for both
society and the environment. It appears like a win-
win situation for firms and society if they invest
two percent of their average net profits over the
last three years in CSR.The ESG India Index
reveals that leading Indian companies in
sustainability also generate substantial returns for
their investors. Since investors may favor these
businesses, socially "irresponsible" corporations
may feel indirect pressure to implement effective
CSR practices and improve in areas other than
financial performance. As value investing gains
traction in the financial markets, we may expect to
see more rules imposed on the environmental,

social, and governance practices of all companies

as a knock-on effect.
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