
VOL. 3 ISSUE 4 Journal of Legal Research and Juridical Sciences ISSN (O): 2583-0066 

www.jlrjs.com  2183 

 

CORPORATE LAW AND SUSTAINABILITY: HOW ESG FACTORS ARE 

RESHAPING THE LEGAL LANDSCAPE FOR BUSINESSES 

Vijayalakshmi K* 

ABSTRACT 

For the development of the country, ESG Regulations are growing in India rapidly. This article 

explores the intersection of corporate law and sustainability, and how ESG factors are 

reshaping the legal and scape for businesses. As investors, consumers and regulators 

increasingly prioritize sustainability, companies must navigate evolving legal requirements 

and expectations. Government guidelines for reporting or disclosing ESG-related activities are 

known as ESG regulations. ESG Regulations are mainly focused on environmental and climate 

risks labour parties and leadership transparency. It is not uncommon for asset managers to 

provide funds or investments under different categories such as impact, sustainable, socially 

conscious, ethical, or sustainable investing in fact these terms are frequently used 

interchangeably. Environmental, social and Governance or ESG is the acronym for a 

collection of industry-developed criteria that asses how law firms interact with the public and 

their own internal governance. 

Keywords: Development, ESG Regulations, Investing, Responsible, Ethical, Environmental, 

Sustainability, Corporate law. 

INTRODUCTION 

ESG stands for “Environmental, Social and Governance”. Organisations focused on 

environmental, social and governance (ESG) aim to reduce adverse effects and increase 

beneficial effects in these domains. Many businesses have taken ESG into their operations and 

business strategies. ESG plays playing important role in sustainable investing by helping 

individuals or corporations determine whether the business reflects their values and evaluates 

a company’s value for its objectives. Corporate law is undergoing many dramatic changes. 

When we look towards sustainability there are challenges for corporate law, corporate 

governance and regulations. ESG will help in significant growth and evolution is a set of 

standards used in place of conventional financial measurements to assess a company’s 
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performance and social impact. 

THE EVOLUTION OF CORPORATE LAW AND SUSTAINABILITY 

Businesses ought to look out for the interests of all parties involved, not just shareholders. 

Leaders at individual businesses embrace stakeholder capitalism, which is a paradigm that is 

imposed by rules and regulations from the government. Here are a few ways businesses can 

show that they support stakeholder capitalism. By paying their worker’s wages, guaranteeing 

their safety at work, offering excellent customer service, using ethical marketing techniques 

and making investments in the communities in which they operate. They consist of the general 

public, vendors, employees, owners, investors and customers. Stakeholders don’t just increase 

shareholder value they also focus on creating long-term value. 

Shareholder primary cannot be simply rejected and allow corporate executives unlimited 

discretion to satisfy the interest of all Stakeholders. When we talk about the key milestones of 

ESG. ESG has five milestones they are SDR, PRI, SFDR, TCFD and ISSB. These five 

milestones do so many regulators and voluntary ESG Frameworks. 

SDR: Review the proposed anti-greenwashing. 

PRI: Preparation for PRI reporting can begin now. 

SFDR: Keep a look at developments and new rules. 

TCFD: Gathering climate metrics and drafting TCFD report. 

ISSB: Keep an eye on adoption timelines. 

The worldwide regulatory structure that oversees corporate activities related to sustainability, 

social responsibility and the environment in ESG developments. The goal of the ESG 

legislation is to encourage businesses to adopt more sustainable practices while also enhancing 

accountability and transparency. 

ESG FACTORS AND CORPORATE GOVERNANCE 

ESG has taken a major role in businesses shaping their long-term sustainability and success. 

When it comes to ESG principles like corporate strategies, risk management and decision-

making processes the board of directors plays a major role in ensuring it. ESG is important in 
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corporate decision making it assists in identifying, prioritising, organising, analysing and 

guiding decisions about a range of business hazards. 

A sort of law known as the fiduciary obligation requires people to act in the best interests of 

other people or things. It is a trust duty from the one doing the representing to the one doing 

the performing. Numerous fiduciary obligations exist, including the duties of care, loyalty and 

good faith as well as the need to ensure legal compliance and careful, company-focused 

activity. The primary fiduciary obligations in this situation are: 

Fiduciary Duties Of Care: The responsibility held by company directors is required to a 

specific level of caution. This is a moral and legal obligation. It requires them to make choices 

responsibly and in good faith. 

Fiduciary Duties Of Loyalty: The Director has a certain responsibility to act at all times in 

the interest of their companies. 

Fiduciary Duties Of Good Faith: The guiding premise is that executives and directors of a 

corporation should behave with conscientious awareness of their fiduciary responsibility while 

making all decisions 

ESG DISCLOSURE AND REPORTING REQUIREMENTS 

ESG reporting is intended for analyst use. The goal of ESG disclosures is to ensure that 

companies make a positive contribution to society, the environment, sustainability, and 

responsible governance through systemic changes in corporate behaviour. 

There some reasons why ESG disclosure is important that are: 

 For the transparency and information symmetry. 

 Supporting a sustainable economy. 

 Creating trust and loyalty to the brand in consumers. 

In the company’s ESG disclosure, the primary consumers of ESG disclosure data are the 

investment, and finance communities and by way of rating platforms. Their rating platform 

generates ESG scores which will help other users to data benchmark performance and compare 

one company to another company. ESG disclosure data is also used in order to make decisions 

about what types of organizations they wish to conduct business with work for. Regulators and 
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government agencies will consume ESG disclosure data in order to offer funding. Attributes of 

high-quality ESG disclosures are (1) Risks, (2) Opportunities, (3) Strategies, and (4) 

Performance. 

THE CONTRACT LAW CREATES LEGAL OBLIGATION 

The risk of workers is safeguarded by employment and labour. Shareholder activism is a major 

issue faced by companies but in recent years ESG shareholder activism has been taken. The 

approaches and impact of ESG companies differ but some developments have to be skill over. 

ESG shareholder activism continues to be an issue that companies need to be prepared for. 

ESG shareholder activism and engagement across to globe. 

ESG investing helps to quantify and evaluate companies. ESG standards investment managers 

employ a variety of more focused techniques as part of responsible strategies, such as, 

Thematic Investing: This investing basically focuses on the arching trends that have the 

potential to reshape industries and influence global markets over time. 

Positive And Negative Screening: These are the two types of screening. Positive screening 

involves identifying businesses that in comparison to their counterparts, do well on 

environmental, social and governance criteria. A company will be removed from an investment 

portfolio through negative screening. 

Impact Investing: The deliberate purchase of assets with the goal of achieving specific 

environmental and social benefits in addition to financial gains. 

Active Ownership: By using your rights as a shareholder to improve corporate behaviour and 

make investments more sustainable. 

There is within the investing industry, there is a risk belief that organisations with ESG 

standards will be able to manage risk and conduct business in a sustainable way going forward. 

Certain investments are appealing on their own. A lot of investment managers are only using 

them in conjunction with particular moral or socially conscious tactics. Customary in terms of 

moral and responsible investing 

CONCLUSION 

Corporate law and Sustainability are very important when it comes to business. ESG factors 
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are reshaping the legal landscape. Since Environmental, social and governance is what ESG 

stands for. ESG organizations are to enhance the positive impact on the environment. ESG 

regulations are for the development of the companies. ESG helps in company decision-making. 

ESG is related to fiduciary duties and liability for directors and officers. ESG has a major role 

in shareholder primacy to stakeholder capitalism. There are many key milestones and 

developments in ESG regulation. The growing trend of shareholder activism focused on ESG 

issues. 

Through this, we can know that ESG regulation plays an important role in sustainable 

investing. ESG regulations are helping in company growth. ESG assists in identifying, 

prioritising, organising, analysing and guiding decisions on a range of business risks. ESG will 

help in significant growth and evolution. 
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