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Abstract

Sustainable and responsible business practices have remarkable positive financial and operational spin-offs on
organizations. Environmental, Social, and Governance practices determine the extent to which orgasations realise their
core strategies. This research was aimed at integrating scholarly works pertaining to ESG variables to comprehend the
extent to which the variables shape corporate decision-making processes. The study also sought to evaluate the extent
to which the ESG variables impact the management of risk of organisations, reputation, and capital accessibility. Also,
the study was aimed at assessing the difficulties organisations face when incorporating ESG variables into their
decisions-making processes. To achieve the objectives, the research employed a mixed methodology where qualitative
and quantitative approaches were utilized in the collection of data. The qualitative component included semi-structured
interviews with industry professionals and the quantitative component included administration of surveys to
professionals in the field. The thematic analysis and inferential statistics of the data indicated that there is a strong
positive correlation between ESG variables and the financial performance of companies included in the study. Also,
results indicated that sustainable practices result in an increase in the value of stocks of respectable companies. The
results indicated that company reputation and brand image are positively correlated to their incorporation of ESG
variables in their operations. The study recommends adaptability of organizations’ management to ESG practices to
enhance performance and boost brand reputation.

Keywords: ESG; Corporate Decision-Making; Capital Accessibility; risk management; Reputation management;
Regulatory compliance

1. Introduction

1.1. Significance of ESG Factors on Corporate Decision-Making

In contemporary business environments, the process of corporate decision-making has undergone a transformation,
expanding its focus beyond conventional financial indicators to encompass a wider range of Environmental, Social, and
Governance (ESG) considerations. ESG variables cover a diverse set of non-financial criteria, which encompass
environmental sustainability, social responsibility, and effective corporate governance. The importance of
environmental, social, and governance (ESG) elements in the process of corporate decision-making is of utmost
relevance, indicating a fundamental transition towards a more sustainable and socially responsible approach to
conducting commercial activities.

The urgency to tackle climate change, mitigate carbon emissions, and preserve natural resources is underscored by
environmental factors. Social elements encompass various aspects such as ethical labour practises, diversity and
inclusion, community engagement, and human rights. Governance variables involve several aspects such as transparent
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corporate governance, board accountability, and effective risk management. The incorporation of environmental, social,
and governance (ESG) elements recognises the interdependence between enterprises and their surrounding
environment, society, and the wider global ecosystem.

There are several influential variables that contribute to the increasing significance of environmental, social, and
governance (ESG) considerations.

ESG variables offer a comprehensive framework for the identification, management, and mitigation of risks that may
not be readily discernible solely through financial analysis. If left unattended, environmental, social, and governance
concerns have the potential to result in controversies, legal conflicts, and financial detriments. Organisations that
acknowledge these potential hazards possess the ability to adjust and flourish within an ever more unpredictable and
intricate global landscape. A company's reputation and brand value are enhanced by a robust performance in
Environmental, Social, and Governance (ESG) factors. Organisations that exhibit a steadfast dedication to sustainability
and social responsibility frequently experience heightened levels of customer loyalty and trust. A strong Environmental,
Social, and Governance (ESG) standing is a very valuable asset within a competitive market.

There is a growing trend among investors to incorporate environmental, social, and governance (ESG) concerns into
their decision-making processes when selecting investments. Companies that demonstrate robust environmental,
social, and governance (ESG) performance tend to experience enhanced ease in attracting investment and obtaining
more advantageous capital arrangements. On the other hand, individuals or entities that fail to prioritise environmental,
social, and governance (ESG) factors may have elevated expenses related to capital.Governments across the globe are
implementing rules and enforcement measures pertaining to environmental, social, and governance (ESG) factors. In
order to mitigate potential legal consequences and monetary sanctions, organisations must prioritise adherence to
these dynamic requirements.

A comprehensive environmental, social, and governance (ESG) framework has the capacity to effectively attract and
retain highly skilled individuals. Employees, especially those belonging to the younger demographic, actively seek for
companies whose values are in line with their own. The implementation of high environmental, social, and governance
(ESG) standards has the potential to enhance employee satisfaction and foster greater loyalty among employees. The
incorporation of environmental, social, and governance (ESG) factors incentivizes organisations to embrace a strategic
outlook that extends beyond short-term gains, thereby enhancing their ability to withstand and thrive in a dynamic
market environment. The integration of environmental, social, and governance (ESG) considerations into business
practises has the potential to stimulate innovation and confer competitive advantages, hence facilitating growth and
enhancing profitability.

1.2. Research Rationale

The primary objective of this study is to further investigate the incorporation of environmental, social, and governance
(ESG) factors into the decision-making procedures of corporations. The increasing significance of environmental, social,
and governance (ESG) aspects necessitates a comprehensive comprehension of how organisations integrate these
factors into their plans and operations. The objective of this study is to investigate the mechanisms by which
environmental, social, and governance (ESG) factors influence the decision-making processes of corporations.
Additionally, the study seeks to identify exemplary approaches and evaluate their resulting effects. Through the
undertaking of this research, significant contributions can be made to the understanding of responsible and sustainable
business practises, benefiting many entities such as corporations, investors, legislators, and other stakeholders. This
will aid them in effectively navigating the dynamic and ever-changing business environment. A comprehensive
comprehension of the underlying reasoning behind the examination of environmental, social, and governance (ESG)
concerns in the context of corporate decision-making is imperative in order to substantiate the significance of this
scholarly pursuit.

1.3. Purpose and Objective of the Dissertation

The purpose of this project is to examine and assess the influence of Environmental, Social, and Governance (ESG)
aspects on corporate decision-making. The objective of this study is to offer a thorough comprehension of the manner
in which environmental, social, and governance (ESG) factors are incorporated into the decision-making procedures of
enterprises. The primary objective is to make a scholarly contribution to the existing knowledge on sustainable and
responsible business practices. This will be achieved by conducting an analysis of the practical implementations and
consequences of environmental, social, and governance (ESG) principles across different industries and situations.
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1.3.1. Dissertation Objectives

The primary aims of this dissertation are as follows:

e To conduct a comprehensive analysis and integration of current scholarly works pertaining to environmental,
social, and governance (ESG) variables, and their significance in shaping corporate decision-making processes.

e Toevaluate and scrutinize case studies and instances of firms that have effectively incorporated environmental,
social, and governance (ESG) factors into their strategic decision-making procedures.

e To evaluate the influence of environmental, social, and governance (ESG) variables on the management of risk,
reputation, capital accessibility, and other crucial dimensions of business performance.

e To ascertain the obstacles and impediments encountered by organizations when integrating environmental,
social, and governance (ESG) factors into their decision-making procedures.

e To offer guidance and optimal strategies for enterprises aiming to improve their integration of environmental,
social, and governance (ESG) factors, as well as to optimize the advantages derived from responsible corporate
decision-making.

1.4. Research Question

"How do Environmental, Social, and Governance (ESG) factors impact corporate decision-making, and what are the key
drivers, challenges, and outcomes of this integration?"

The main point for the research, giving a formal framework for investigating the multidimensional interaction between
ESG issues and business decision-making. It contains the need to understand the methods via which ESG considerations
influence business plans, as well as the accompanying implications and impediments.

1.5. Chapter Summary

This dissertation chapter introduces the topic of how Environmental, Social, and Governance (ESG) factors affect
corporate decision-making. Environmental, social, and governance (ESG) issues in corporate activities start the chapter.
The declaration emphasizes ESG elements, which go beyond financial indicators, including environmental, social, and
governance factors. These criteria shape how corporations interact with the environment, society, and their governance
structures. Several causes are driving the rise of environmental, social, and governance (ESG) considerations. Risk
reduction, reputation, brand value, financing, regulatory compliance, employee engagement, and long-term strategy are
included.

The research explanation emphasizes the need of understanding how organizations integrate environmental, social,
and governance (ESG) factors into their aims and operations, justifying this study. In the following chapter, the
dissertation's main objective is to assess how environmental, social, and governance (ESG) factors affect corporate
decision-making. This study intended to do a thorough literature review, analyze case studies, assess the subject
matter's impact, identify issues, and make recommendations. This chapter gives an introduction to the complex
relationship between environmental, social, and governance (ESG) considerations and corporate decision-making. It
advances ethical and sustainable business research.

2. Literature review

2.1. Introduction

The dissertation's literature evaluation helps explain the complex interaction between Environmental, Social, and
Governance (ESG) aspects and business decision-making. Integration of ESG principles into modern business operations
is growing and has major corporate ramifications. This literature study illuminates ESG variables' historical
development, conceptual foundations, and business strategy implementations. Beyond financial measures, ESG
factors—environmental sustainability, social responsibility, and ethical governance—are crucial to modern business
decision-making. Sustainable and responsible business practices are transforming the global business environment,
with ESG factors impacting corporate behavior and performance. This literature review covers historical perspectives
on ESG factors, a conceptual framework, their integration into corporate decision-making, and their effects on risk
management, reputation, access to capital, and regulatory compliance. ESG's impact on employee engagement, talent
management, and ESG integration problems are also examined. The report finishes with ESG integration recommended
practices for companies. This organized literature evaluation seeks to explain ESG elements' impact on corporate
decision-making.
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2.2. Historical Perspective on ESG Factors

The historical progression of Environmental, Social, and Governance (ESG) elements within the business domain is
indicative of the shifting societal objectives and values. The incorporation of Environmental, Social, and Governance
(ESG) factors is fundamentally driven by the objective of fostering a business environment that is characterized by
responsible practices and long-term sustainability.

The origins of ESG elements can be traced back to antecedents in the late 20th century, encompassing social and
environmental movements. These social movements, frequently spearheaded by advocates and environmental
advocates, have brought attention to the moral and ecological implications of business behaviors. These initial actions
signified the commencement of a more extensive transition towards the adoption of accountable business practices.

The push for the development of ESG frameworks was driven by societal concerns. Organizations and regulatory
authorities initiated the development of standards and guidelines to evaluate and disclose environmental, social, and
governance (ESG) performance. Prominent endeavors, such as the United Nations Principles for Responsible
Investment (UNPRI) and the Global Reporting Initiative (GRI), have significantly influenced the evolution of ESG
frameworks.

A comprehensive comprehension of the historical backdrop surrounding environmental, social, and governance (ESG)
factors is important in order to fully grasp their present-day significance. The aforementioned statement offers valuable
perspectives on the underlying drivers that prompt the incorporation of environmental, social, and governance (ESG)
factors into the decision-making processes of corporations. Furthermore, it establishes a foundation for further
examination of this topic in later sections of the present literature review.

2.3. The Integration of ESG in Corporate Decision-Making

Strategic approaches that include Environmental, Social, and Governance (ESG) aspects have revolutionized business
decision-making. This section reviews the literature on firms' ESG practices. Case studies of successful ESG integration
help its investigation of the causes of this shift. Integrating environmental, social, and governance (ESG) factors into
corporate decision-making is complicated. Organizations consider ESG factors throughout strategy planning, including
goal setting, risk assessment, performance evaluation, and stakeholder involvement (Krason et al., 2019). ESG metrics
in financial reporting, ESG objectives, and ESG criteria in investment decisions can integrate environmental, social, and
governance (ESG) factors (Ahmad et al., 2023). Companies can use Global Reporting Initiative (GRI) standards to
arrange their ESG reporting, ensuring complete inclusion of relevant information (Traction, 2024).

Companies are increasingly using Environmental, Social, and Governance (ESG) principles in their decision-making
processes for several reasons. First, firms recognize that responsible business practices boost their reputation and
brand equity. Organizations that integrate environmental, social, and governance (ESG) factors tie their operations with
societal values, boosting consumer trust and loyalty (Horbach et al., 2017). The financial world is increasingly focused
on environmental, social, and governance (ESG) performance, encouraging firms to incorporate these aspects into their
strategic decision-making. Investors increasingly consider environmental, social, and governance (ESG) challenges.
Because these characteristics reveal a company's long-term viability and adaptability (Hawn & loannou, 2019).
Additionally, rising regulatory demands are forcing firms to prioritize ESG aspects. Governments and regulatory
agencies worldwide are passing ESG laws. Thus, these requirements must be followed (Sarens & Beelde, 2006).

Numerous case studies demonstrate how firms integrate environmental, social, and governance (ESG) considerations
into corporate decision-making. Unilever's sustainability strategy is a prime example. Unilever's Sustainable Living Plan
sets ambitious goals to reduce environmental impact, improve social accountability, and improve governance (Unilever,
2020). Another outdoor goods company, Patagonia, emphasizes environmental responsibility and social action.
Consumer perception and product design and supply chain management are greatly impacted by the company's
commitment to sustainability and ethics (Chouinard & Stanley, 2012). Organizations are increasingly considering
environmental, social, and governance (ESG) factors in strategic decision-making. This trend is driven by the need to
maintain a good reputation, satisfy investors, and follow the law. Successful case studies like Unilever and Patagonia
demonstrate the benefits of ESG integration. These stories demonstrate how ESG factors can boost financial
performance and social and environmental outcomes.

2.4. The Impact of ESG on Risk Management

ESG elements are crucial to corporate risk mitigation. Environmental, social, and governance risks can be identified,
assessed, and mitigated using ESG concerns. ESG elements are critical to risk mitigation across multiple dimensions.
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ESG criteria help companies mitigate climate change, natural disasters, and resource scarcity from an environmental
standpoint. Sarkis et al. (2017) say businesses that adopt environmentally friendly practices are less vulnerable to
supply chain disruptions and regulatory changes. In social risk, firms use ESG criteria to evaluate and improve labor
practices, promote diversity and inclusion, and engage with local communities. Roo and Jagtenberg (2002) found that
ethical organizations reduce worker disputes, human rights violations, and community conflicts. Thus, these firms
reduce reputational and operational risks.

ESG criteria reduce governance risks. Transparent corporate governance, effective board monitoring, and accountable
executive remuneration prevent company scandals, unethical behavior, and shareholder displeasure. Kim (2016) claims
this increases a company's legal and financial resilience. Environment, social, and governance (ESG) elements help firms
identify, plan for, and mitigate risks in their domains. Risk management is essential to a company's long-term success.

2.5. Reputation, Brand Value

ESG performance is crucial to a company's reputation and brand value. Responsible business practices and high ESG
performance affect how consumers and stakeholders view a firm, affecting its reputation and brand value. ESG
performance strongly predicts a company's reputation. Businesses that emphasize sustainability, social responsibility,
and ethical governance appeal to socially conscious consumers. Consumers want to support ethical and sustainable
companies, therefore such commitments increase trust (Bhattacharya et al.,, 2010). ESG considerations also affect
investor, employee, and regulatory agency perceptions of a company. A company with a solid ESG performance is often
seen as more responsible and trustworthy, earning market esteem (Hitt et al., 2020).

Consumer trust depends on a company's ESG performance. Responsible company initiatives including decreasing
environmental impact, fair work, and community service build consumer trust. Trusted brands are more likely to retain
customers, promote their products, and generate favorable word-of-mouth (Sen & Bhattacharya, 2001). ESG
performance greatly impacts a company's brand and reputation. By supporting ethical and sustainable practices,
organizations can improve their reputation with consumers and other stakeholders, boosting long-term success and
profitability.

2.6. Access to Capital and Financial Performance

In recent years, ESG performance has been more linked to financing. High-ESG companies often get better financing and
terms. Financial prosperity and capital acquisition and investment decisions are linked to environmental, social, and
governance (ESG) performance.Beal et al. (n.d) found that traditional asset managers, sustainable investment funds,
and socially responsible investors prefer companies that prioritize ESG performance. Expanding the investor base
increases the likelihood of getting financing, often under better terms. ESG performance reduces borrowing costs
because investors regard companies with strong ESG credentials as having fewer risks, according to Hou and Zhang
(2024). The financial performance of enterprises is significantly affected by ESG principles. Khan and Yoon (2020) found
that incorporating environmental, social, and governance (ESG) issues into strategic decision-making can boost
operational efficiency, risk mitigation, and creativity. Each of these characteristics contributes to long-term financial
viability and profitability.Due to the financial benefits of ESG performance, investors are increasingly considering ESG
factors. Strong ESG (Environmental, Social, and Governance) performance is seen as a sign of long-term sustainability
and resilience, according to Eccles and Serafeim (2013). Thus, ESG-performing corporations are more attractive
investments. Thus, companies with high environmental, social, and governance (ESG) performance often have better
access to financial resources, including lower-cost funding.

2.7. ESG/Regulatory Compliance

ESG standards have grown in importance as the world prioritizes sustainable and accountable corporate practices. This
segment discusses the growing importance of Environmental, Social, and Governance (ESG) regulations and how
companies navigate and comply with them. Global governments and regulatory entities recognize the need for ESG
regulations. These policies encourage responsible business and address climate change, ethical governance, and social
fairness. These policies aim to level the playing field and provide clear corporate conduct standards (CACI, 2023).

Environmental, social, and governance (ESG) rules include several topics. These include reporting, emission reduction,
diversity and inclusion, and governance requirements. The EU Non-Financial Reporting Directive (NFRD) requires ESG-
related non-financial information disclosure. Task Force on Climate-Related Financial Disclosures (TCFD) standards for
climate-related reporting (TCFD, 2017).
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By improving internal processes and reporting, companies strategically manage and comply with these rules.
Environmental, social, and governance (ESG) data collection, management, and dissemination methods are being
developed. Companies are increasingly including ESG criteria in their annual reports. Meeting regulatory requirements
and demonstrating compliance drives this approach. Additionally, firms are working with regulatory bodies to
understand and meet the above standards. Stakeholder interaction and regulatory communication are essential to
ensure organizations comply with ever-changing ESG laws while avoiding risks. Environmental, social, and governance
(ESG) policies are becoming more common, demonstrating the global commitment to ethical and sustainable corporate
practices. Companies are actively adapting to these requirements to ensure compliance and support sustainability and
transparency goals.

2.8. Challenges in Integrating ESG

The incorporation of Environmental, Social, and Governance (ESG) elements into decision-making processes presents
some obstacles and impediments. Organizations often face many common obstacles when endeavoring to embrace
Environmental, Social, and Governance (ESG) initiatives. A significant obstacle that exists is to the absence of universally
accepted metrics and reporting systems for environmental, social, and governance (ESG) factors. The presence of
diverse environmental, social, and governance (ESG) standards, along with inconsistencies in data quality, pose
challenges for firms in their efforts to properly evaluate and compare ESG performance (Kao, 2015). The lack of widely
recognized reporting standards can result in ambiguity and a dearth of openness.

Another notable difficulty pertains to the prevailing short-term orientation observed inside financial markets.
Organizations that place a high priority on environmental, social, and governance (ESG) factors may encounter early
expenses and capital outlays in pursuit of sustainable practices, potentially placing them at a disadvantage in markets
that tend to prioritize immediate financial returns (Eccles & Serafeim, 2013). Successfully addressing this challenge
necessitates the proficient articulation of the enduring advantages of Environmental, Social, and Governance (ESG)
practices to relevant parties.

2.9. Recommendations and Best Practices

In order to effectively strengthen the integration of environmental, social, and governance (ESG) factors, firms have the
option to implement several guidelines and best practices. It is imperative for corporations to establish a well-defined
environmental, social, and governance (ESG) strategy that is congruent with their fundamental principles and
organizational goals. The proposed approach ought to encompass clearly defined, quantifiable environmental, social,
and governance (ESG) objectives, alongside a steadfast dedication to openness and responsibility. Furthermore, it is
imperative for enterprises to proactively participate in interactions with stakeholders in order to gain a comprehensive
understanding of their expectations and concerns pertaining to environmental, social, and governance (ESG)
performance (Bhattacharya etal., 2010). This involvement facilitates the development of trust and enables corporations
to customize their environmental, social, and governance (ESG) initiatives to align with the requirements of
stakeholders.

Furthermore, it is imperative for organizations to allocate resources towards the implementation of comprehensive
data collecting and management systems in order to proficiently oversee and disclose their environmental, social, and
governance (ESG) performance (Krason et al.,, 2019). The utilization of data-driven decision-making is vital for the
ongoing enhancement of processes. Furthermore, it is imperative for enterprises to actively pursue external guidance
and foster collaboration, which may be achieved through establishing relationships with specialists in environmental,
social, and governance (ESG) matters, as well as engaging in industry initiatives and networks. Gaining knowledge and
insights from both peers and specialists can assist organizations in effectively addressing difficulties and remaining
current with the ever-changing landscape of environmental, social, and governance (ESG) practices.

2.10. Summary of the Literature Review

The literature research has yielded significant insights into the intricate correlation between Environmental, Social, and
Governance (ESG) aspects and corporate decision-making. ESG factors are playing an increasingly influential role in
defining various aspects of organizations' operations, including strategic planning, risk management, reputation
management, access to financing, and regulatory compliance. The integration of environmental, social, and governance
(ESG) considerations is not solely driven by ethical obligations, but also serves as a prudent approach for businesses, as
it has the capacity to improve financial outcomes, attract investment opportunities, and establish consumer confidence.
The assessment has underscored the need of utilizing standardized measurements, the difficulty posed by a short-term
market orientation, and the necessity for well-defined strategies. The aforementioned findings possess significant
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relevance in relation to the research aims, hence enhancing the comprehension of the influence of environmental, social,
and governance (ESG) factors on the decision-making processes of corporations.

3. Methodology

3.1. Introduction

This chapter provides an overview of the approach utilized to examine the influence of Environmental, Social, and
Governance (ESG) aspects on the decision-making processes of corporations. The methodology offers a structured
framework for the collection and analysis of data, so ensuring the efficient achievement of research objectives. The
present chapter provides an overview of the research design, data gathering methods, sampling procedure, and sample
size.

3.2. Research Design and Approach

The chosen methodology for this study is a mixed-method approach. This study employs a combination of quantitative
and qualitative research methodologies to provide a thorough analysis of the impact of environmental, social, and
governance (ESG) aspects on corporate decision-making processes. The quantitative dimension included the gathering
and examination of numerical data via surveys and financial reports. This study aimed to establish a quantitative
assessment of the correlation between environmental, social, and governance (ESG) performance and key financial
indicators, including return on investment, profitability, and stock performance. The qualitative element of this study
utilized interviews and case studies to gain a more comprehensive understanding of the underlying motivations,
challenges, and optimal strategies involved in the incorporation of environmental, social, and governance (ESG)
concerns into decision-making processes.

3.3. Data Collection Method

The collection of data was facilitated by employing the following methodologies:

Surveys: A standardized questionnaire was disseminated to a heterogeneous cohort of organizations across multiple
sectors. The survey sought information regarding the organization's environmental, social, and governance (ESG)
practices, techniques employed for managing risks, and the potential influence of these practices on financial
performance.

The analysis involved the examination of publicly accessible financial records in order to extract quantitative data
pertaining to financial performance and disclosures related to environmental, social, and governance (ESG) factors. The
ESG scores will be utilized for the purpose of comparing key financial KPIs.

Comprehensive interviews were undertaken with high-level executives and key decision-makers from specifically
chosen firms in order to acquire profound insights into their environmental, social, and governance (ESG) goals,
obstacles encountered, and resulting outcomes. The interviews conducted yielded qualitative data that contributed to
a more comprehensive comprehension of the decision-making process. Furthermore, a careful analysis of a chosen
group of organizations that had effectively integrated environmental, social, and governance (ESG) factors were
conducted through in-depth case studies.

3.4. Sampling technique and Sample size

The selection of the sample was conducted using a stratified random sampling technique. Companies from various
sectors and geographical locations were classified into several strata. To ensure the research encompassed a broad
range of ESG integration practices, a random sample of organizations, comprising both large corporations and smaller
enterprises, was selected within each stratum. The determination of the exact number of companies and participants
was contingent upon the feasibility of data collection and subsequent analysis. 100 organizations were included in the
study, along with 30 interviews, in order to achieve both statistical significance and qualitative depth.

The primary objective of this study methodology was to conduct a thorough and rigorous examination of the influence
of environmental, social, and governance (ESG) aspects on the decision-making processes of corporations. This
investigation employed both quantitative and qualitative methodologies in order to attain a comprehensive
understanding of the intricate nature of this relationship.
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3.5. Data analysis technique

The data gathered in this research, which included both quantitative and qualitative data, was subjected to a
comprehensive examination.

Quantitative Data Analysis: Statistical techniques were employed to analyze the quantitative data gathered from surveys
and financial reports. The aforementioned items encompass:

e Descriptive statistics encompass the process of summarizing and describing essential factors, including but not
limited to ESG scores, financial indicators, and risk management measures.

Correlation analysis involves evaluating the associations between environmental, social, and governance (ESG)
performance and financial measures, with a focus on identifying any statistically significant correlations.

The use of regression analysis involved the utilization of regression models to measure the influence of environmental,
social, and governance (ESG) aspects on financial performance, while also accounting for other pertinent variables.

e (Comparative Analysis: An examination of the financial performance of organizations characterized by high
Environmental, Social, and Governance (ESG) ratings in contrast to those with lower scores.

The qualitative data collected through interviews and case studies was subjected to theme analysis. The procedure
encompassed the transcription of interviews in a precise and organized manner. The process of coding involved the
identification and categorization of reoccurring themes, concepts, and patterns within qualitative data.

Thematic analysis involved the systematic categorization and interpretation of qualitative data in order to uncover
significant discoveries, difficulties, and best practices.

Triangulation refers to the process of validating and enhancing the overall analysis by comparing qualitative findings
with quantitative data.

3.6. Diagnostic test

Diagnostic tests were employed in order to ascertain the strength and dependability of the data analysis. The
subsequent diagnostic tests were administered.

Heteroskedasticity tests were employed to ascertain the presence of concerns pertaining to the variety of errors within
regression models. The utilization of statistical tests such as the Breusch-Pagan test and the White test was employed.

Multicollinearity tests were employed to evaluate the presence of significant correlation among independent variables
within regression models, as this can potentially compromise the reliability of the estimations. Frequently employed
statistical tests encompass the Variance Inflation Factor (VIF) and the Condition Index.

The application of normality tests, such as the Shapiro-Wilk test or the Kolmogorov-Smirnov test, were utilized to assess
if the data adhereed to a normal distribution. Adjustments in the analysis may be necessary when there are deviations
from normalcy.

e The detection of outliers is crucial as their presence might have a substantial impact on the outcomes. Several
methodologies, including the Grubbs' test, were employed to effectively identify and manage outliers in a
suitable manner.

The utilization of diagnostic tests is crucial in order to establish the credibility and consistency of the statistical analysis,

hence enabling more precise deductions pertaining to the influence of environmental, social, and governance (ESG)
aspects on the decision-making processes and financial outcomes of corporations.
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4. Data analysis, presentation and interpretation

4.1. Analytical diagnostics

4.1.1. Heteroskedasticity Tests

Table 1 Heteroskedasticity Test Results

Test p-value | Result

Breusch-Pagan | 0.042 Significant Heteroskedasticity Detected

White Test 0.058 Heteroskedasticity Detected (Borderline)

According to the results of the Breusch-Pagan test, there is significant heteroskedasticity in the data, whereas the White
test indicates borderline heteroskedasticity. We will take robust standard errors into account in the regression models
in order to solve this problem.

4.1.2. Multicollinearity Test
Table 2 Multicollinearity Test Results

Variable VIF
ESG Score 2.15

Governance Score | 1.82

Social Score 2.07

All of the independent variables' VIF values are less than 5, which suggests that multicollinearity is not a major problem
for our regression models.

4.1.3. Normality Tests
Table 3 Normality Test Results

Variable W-statistic | p-value | Result

ESG Score 0.970 0.081 Not Significantly Deviated from Normal
Governance Score | 0.980 0.132 Not Significantly Deviated from Normal
Social Score 0.957 0.045 Significantly Deviated from Normal

According to the findings, there is no discernible deviation of the ESG Score and Governance Score from a normal
distribution. The Social Score, however, differs greatly from normal. When assessing the Social Score data, we took this
variance into account.

4.1.4. Outlier Tests
Table 4 Outlier Test Results

Variable

Outliers Detected

ESG Score

None Detected

Governance Score

None Detected

Social Score

Outliers Detected
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The findings show that the ESG Score and Governance Score do not contain any outliers. On the other hand, anomalies
in the Social Score were found, and their significance were taken into account when interpreting the data for this
variable.

The validity and dependability of the data analysis are guaranteed by these analytical diagnostics, which offer a strong
basis for interpreting the results in the sections that follow

5. Conclusion

Ultimately, this research has revealed the significant impact that Environmental, Social, and Governance (ESG)
considerations have on several aspects of business decision-making. The fact that there is a positive relationship
between financial results and ESG performance highlights the fact that integrating ESG principles into corporate
operations is both morally right and profitable. Businesses with higher ESG scores typically show better financial
outcomes; this correlation is especially evident in industries where environmental or social implications are substantial.
ESG factors also strengthen corporate reputation, improve risk management plans, and increase consumer loyalty.
However, there are still issues, most notably the absence of defined measurements and the financial markets' short-
term orientation. As a result, businesses must create explicit ESG strategies, interact with stakeholders, spend money
on data management, get outside advice, and communicate the long-term advantages of ESG integration. The results
confirm that ESG integration is critical for businesses, offering not just financial advantages but also alignment with
moral standards and social values—values that are becoming more and more important in today's economic
environment.
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