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ABSTRACT: This study investigates how Environmental, Social, and Governance (ESG) rankings affect the financial 

success of India's Nifty 50 corporations. Using secondary data from the National Stock Exchange (NSE) and CRISIL, 

the study investigates the link between ESG ratings and key financial metrics such market capitalization, sales, total 

assets, and EBIT. These findings have ramifications for investors, business executives, and legislators, highlighting the 

significance of incorporating sustainability issues into decision-making processes. While noting limitations such as 

dependence on secondary data, the paper calls for more research into longitudinal data and sector-specific variances in 

sustainability-driven wealth generation. Overall, the study emphasizes the strategic relevance of ESG factors in 

developing resilient business models in the face of environmental and social issues. 

 
I. INTRODUCTION 

 

In today’s world, incorporating Environmental, Social, and Governance (ESG) aspects into investment decision-making 

has gained substantial traction, indicating a rising realization of the significance of sustainability and corporate 

responsibility in the global business environment. ESG factors include a variety of variables, including carbon 

emissions, workplace diversity, board diversity, and adherence to ethical business practices. ESG performance 

evaluation has evolved as an important tool for investors looking to analyze a company's long-term survival and 

resilience in an increasingly complex and interconnected environment. This study seeks to evaluate the impact of ESG 

ratings on the financial performance of Nifty 50 firms, with a focus on important measures such as market 

capitalization, revenue, total assets, and earnings before interest and taxes (EBIT). 

 

II. LITERATURE REVIEW 
 

Scholars have investigated several terminologies connected with ESG considerations, representing the broad range of 

sustainability concerns in corporate decision-making. These words include socially responsible investment, 

sustainability practices, ethical investment, social investment, impact investing, responsible investment, and sustainable 

finance. Evidence demonstrates that Corporate Social Responsibility (CSR) has gradually developed into ESG. While 

various studies have looked at the impact of ESG issues on financial success, the outcomes have varied. For example, 

Velte (2017) discovered that ESG has a favorable impact on Return on Assets (ROA) but no effect on Tobin's q, with 

governance having the most influence. Fauzi et al. (2007) discovered no significant relationship between company 

social performance and financial performance. 

In India, there is little study on the relationship between ESG issues and financial success. Chelawat and Trivedi (2016) 

found that ESG performance improves financial performance, whereas Ghosh (2013) identified certain features linked 

to improved sustainability and financial success. Previous research, however, frequently focused on particular ESG 

components or utilized various approaches, resulting in contradictory conclusions. This study attempts to close this gap 

by conducting a thorough analysis of the influence of ESG ratings on the financial performance of Nifty 50 firms, 

therefore contributing to a better understanding of sustainability-driven wealth creation in emerging nations. 

 

III. OBJECTIVE 
 
The primary objectives of the study are: 

i. To investigate the association between ESG ratings and the market value of Nifty 50 companies.  

ii. To determine the influence of ESG ratings on the revenue production capacity of Nifty 50 companies.  

iii. To investigate the relationship between ESG ratings and total assets of the Nifty 50 companies.  

iv. To look into the link between ESG scores and earnings performance as assessed by EBIT in the Nifty 50 

companies. 
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These research objectives aim to comprehensively analyze the relationship between ESG scores and financial 

performance indicators within the context of Nifty 50 companies, providing valuable insights for stakeholders and 

contributing to the existing body of knowledge on sustainability-driven value creation in emerging economies. 

 

IV. THEORETICAL FRAMEWORK 
 
The theoretical approach is based on numerous important ideas and theories from finance and sustainability literature to 

better understand the link between ESG ratings and financial performance metrics for Nifty 50 companies. 

i. Stakeholder idea: According to this idea, firms are responsible not just to shareholders, but also to a larger 

range of stakeholders such as workers, customers, suppliers, and the community. Companies that integrate ESG 

principles into their operations can better manage stakeholder relationships, resulting in enhanced financial 

performance. 

ii. The Resource-Based View (RBV): It proposes that organizations may obtain a competitive edge by using 

unique, valuable, and non-substitutable resources and talents. ESG practices, such as environmental management 

systems and socially responsible supply chain procedures, may be viewed as important resources that help to improve 

financial performance by increasing efficiency, lowering risks, and boosting reputation. 

iii. Agency Theory: Agency theory investigates the interaction between principals (shareholders) and agents 

(management) and proposes that matching both sides' interests is critical for maximizing business value. ESG practices, 

particularly those linked to governance, can assist to reduce agency conflicts and improve corporate performance by 

promoting openness, accountability, and ethical behavior. 

 
V. HYPOTHESES DEVELOPMENT 

 

Based on the theoretical framework and available empirical evidence, the following hypotheses are proposed:  

Null Hypothesis H0: ESG ratings and Nifty 50 company financial performance have no positively correlated. The null 

hypothesis is rejected if the p-value less than 0.05. This rejection shows that the ESG score has a considerable influence 

on the company value of NIFTY 50. The null hypothesis is accepted if the p-value less than 0.05. This acceptance 

shows that the ESG score has no considerable influence on the company value of NIFTY 50. 

Hypothesis H1: ESG ratings and Nifty 50 company market capitalization are positively correlated. Companies with 

better ESG ratings are projected to attract greater market values as investors increasingly recognize the importance of 

sustainability concerns. 

Hypothesis H2: Nifty 50 company’s ESG ratings and revenue creation capacities are positively correlated. Companies 

with stronger ESG policies are likely to attract more consumers, improve brand reputation, and increase revenue. 

Hypothesis H3: There is a positive correlation between ESG ratings and total assets of Nifty 50 firms. Companies with 

higher ESG ratings are likely to have more valuable and productive assets, demonstrating their dedication to 

sustainability and resource efficiency 

Hypothesis H4: ESG ratings have a positive association with earnings success as evaluated by EBIT in Nifty 50 firms. 

Companies with stronger ESG practices are projected to increase profitability through cost savings, risk reduction, and 

improved operational efficiency. 

 
VI. METHODOLOGY 

 
The technique uses secondary data from credible sources to investigate the relationship between ESG ratings and 

financial performance measures for Nifty 50 firms. For financial indicators, data is taken from the National Stock 

Exchange (NSE), whereas CRISIL is used for ESG ratings. Each company's key statistics include its market 

capitalization, sales, total assets, EBIT, and ESG ratings. 

The primary goal is to identify patterns and test theories about the link between ESG ratings and financial performance. 

Statistical analysis, namely the Student's t-test, is used for this purpose since it is effective at comparing means and 

determining significance. The t-test determines if variations in financial performance measures across organizations 

with different ESG ratings are statistically significant. Following the research, attempts are made to fully understand 

the data and make relevant conclusions about the relationship between ESG ratings and financial performance 

measures. 

 
VII. ANALYSIS & DISCUSSION 

 

The findings provide light on how sustainability factors affect the economic value generation of major Indian 

companies. 
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Market Capitalization:  

The findings show a substantial positive link between ESG ratings and the market capitalization of Nifty 50 firms. The 

rejection of the null hypothesis implies that enterprises with better ESG ratings have higher market prices. This 

conclusion is consistent with investors' increased appreciation of the importance of sustainability considerations and 

their impact on long-term financial success. 

 

t-Test 

  Market Cap.  ESG Score 

Mean 37257408.22 58.65306122 

Variance 1.05433E+15 64.48129252 

Observations 49 49 

Hypothesized Mean Difference 0   

df 48   

t Stat 8.031957039   

P(T<=t) one-tail 9.85247E-11   

t Critical one-tail 1.677224197   

P(T<=t) two-tail 1.97049E-10   

t Critical two-tail 2.010634722   

 

Revenue: 

The study found a substantial positive relationship between ESG ratings and revenue production capacities of Nifty 50 

organizations. The rejection of the null hypothesis implies that organisations with stronger ESG practices are more 

likely to attract new consumers, improve brand reputation, and hence drive revenue growth. This demonstrates the 

significance of sustainability issues in promoting corporate growth and competitiveness. 

 

t-Test 

  Revenue ESG Score 

Mean 1476910332 58.65306122 

Variance 4.44252E+18 64.48129252 

Observations 49 49 

Hypothesized Mean Difference 0   

df 48   

t Stat 4.904980403   

P(T<=t) one-tail 5.57E-06   

t Critical one-tail 1.677224197   

P(T<=t) two-tail 1.11337E-05   

t Critical two-tail 2.010634722   

 

Total Asset: 

The data also show that ESG rankings have a considerable beneficial influence on the total assets of Nifty 50 firms. The 

rejection of the null hypothesis implies that companies with higher ESG ratings have more valuable and productive 

assets, demonstrating a commitment to sustainability and effective resource management. This conclusion emphasizes 

the strategic necessity of ESG integration for increasing asset productivity and long-term value development. 
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t-Test 

  Total Asset ESG Score 

Mean 5276927347 58.65306122 

Variance 1.2613E+20 64.48129252 

Observations 49 49 

Hypothesized Mean Difference 0   

df 48   

t Stat 3.289047972   

P(T<=t) one-tail 9.43E-04   

t Critical one-tail 1.677224197   

P(T<=t) two-tail 0.00188698   

t Critical two-tail 2.010634722   

EBIT: 

The study found a substantial positive association between ESG ratings and financial success as evaluated by EBIT in 

the Nifty 50 firms. The rejection of the null hypothesis implies that organizations with stronger ESG practices are more 

likely to earn higher profits through cost reductions, lower risks, and increased operational efficiency. This highlights 

the financial benefits of sustainable company methods. 

 

t-Test 

  EBIT ESG Score 

Mean 207163501.3 58.65306122 

Variance 5.31632E+16 64.48129252 

Observations 49 49 

Hypothesized Mean Difference 0   

df 48   

t Stat 6.289349863   

P(T<=t) one-tail 4.52E-08   

t Critical one-tail 1.677224197   

P(T<=t) two-tail 9.04781E-08   

t Critical two-tail 2.010634722   

 
Implication 
The outcomes of this study highlight the importance of ESG factors in driving financial performance measures for 

Nifty 50 firms. The favorable correlations shown between ESG ratings and market capitalization, sales, total assets, and 

EBIT demonstrate the relevance of incorporating sustainability concerns into company strategy and decision making. 

These findings are useful for investors, corporate executives, and governments looking to promote sustainable and 

resilient business strategies in the Indian market. 

 

Limitation 
It is critical to highlight the study's shortcomings, which include a dependence on secondary data and the use of a single 

statistical approach for analysis. Future study might look at different techniques and industry-specific variances in the 

link between ESG scores and financial success. Furthermore, longitudinal studies might shed light on the dynamic 

nature of this association over time. 

 
VIII. CONCLUSION 

 
Using NSE and CRISIL data, the study looked at how Environmental, Social, and Governance (ESG) rankings affected 

the financial performance of Nifty 50 firms. It discovered strong positive relationships between ESG ratings and market 

capitalization, sales, total assets, and EBIT. These findings highlight the need of incorporating sustainability into 

business decision-making to boost financial performance. ESG ratings may help investors make better investment 

decisions, and company executives can utilize them to improve efficiency and innovation. Policymakers may use these 
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findings to encourage ethical business behavior. However, constraints such as reliance on secondary data should be 

considered, and future study should investigate other analytical methodologies.  
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