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	ARTICLE INFO
	ABSTRACT

	
	Corporate companies' integration of Environmental, Social, and Governance (ESG) in their regular business activities is gaining importance. Researchers got promoted to explore the connections between ESG and existing corporate governance frameworks. This studyattempts to identify the theoretical connections and critical research areas through a comprehensive literature review. By analyzing various studies employing various approaches, the review examines howgovernance mechanisms – including board composition, executive compensation, shareholder rights, ownership structures, and transparency practices – influence ESG implementation and performance. The analysis identifies theoretical frameworks that underpin these connections, highlighting themes like agency theory, stakeholder theory, and resource dependence theory. Furthermore, the review synthesizes emerging research avenues, suggesting potential future directions for exploring the intersection of corporate governance and ESG. This comprehensive analysis offers valuable insights for academics, practitioners, and policymakers seeking to understand the evolving dynamics of responsible business practices and inform impactful strategies for advancing corporate sustainability.
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Introduction

Corporate governance and environmental, social, and governance (ESG) practices have become increasingly important topics in practice and academia. As companies recognize the growing need to integrate sustainability into their core business strategies and operations, researchers have sought to better understand the theoretical connections and practical implications at the intersection of corporate governance and ESG. 
This paper aims to provide a comprehensive review and analysis of the literature on this topic by identifying major research themes, theoretical frameworks, and emerging issues. Through a systematic search and appraisal of relevant qualitative studies employing a meta-synthesis approach, the paper examines how various aspects of corporate governance, such as board composition, ownership structures, transparency practices, and risk management, influence a company's ESG performance and integration efforts. In addition, key theories linking governance and ESG are explored. The review also synthesizes opportunities for future research to advance furtherby understanding of this important and rapidly developing area of responsible business practices and long-term value creation.

Review of Literature

Corporate governance and ESG are topics of increasing academic interest. Table 1 shows the search trends on the topic in leading academic databases. In order to have a fair view, leading and mid-range academic search databases are considered.




Table 1. Search trends across databases
	Database
	2019
	2020
	2021
	2022
	2023

	Scopus
	92
	143
	181
	431
	685

	Web of Science
	121
	176
	265
	547
	766

	Science Direct
	90
	192
	342
	590
	1033

	Springer Link
	349
	446
	813
	1473
	2379

	Taylor & Francis
	1626
	1445
	1212
	916
	525

	Cambridge Core
	1818
	1906
	1640
	1794
	1964

	EBSCO
	53
	77
	163
	167
	179

	Emerald Online
	138
	165
	271
	480
	965

	JSTOR
	97
	130
	74
	76
	102

	Wiley Online
	216
	303
	345
	543
	806

	Dimensions.ai
	2288
	4030
	5030
	7868
	13842

	Google Scholar
	4850
	7280
	11100
	16300
	24600


Source: Author compilation from several databases

Figure 1 clearly shows an increasing trend in published research work on the topic. The top publication types on the topic are Articles, Chapters, Edited Books, and Proceedings.

Figure 1.Publications trend on "Corporate Governance AND ESG"
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Source: Dimensions.ai; Period: 2000 to 2023

Objectives of the study

The objective of this study is to identify the key research themes and theories related to the topic for use by future researchers on the topic.

Research Methodology
The study uses Meta-Synthesis. Using the Meta-synthesis approach of literature review, this research collected systematic search, selection, appraisal, and synthesis of qualitative studies. Meta Synthesis is a decent approach to comprehensively understanding a phenomenon by drawing on multiple studies, offering valuable insights into complex research areas.

Results and Discussion

Research Themes
The top 10 research themes identified from the study connecting Corporate Governance with ESG are as follows:
1. Impact of ESG factors on financial performance: This is one of the most widely researched areas. This theme examines the relationship between ESG performance and financial metrics, such as stock price, investor returns, company profitability, and risk. The concept of ESG and Corporate Finance Performance (CFP) has been studied since the 1970s, with as much as 90% of research acknowledging the non-negative relationship between ESG and CFP (Cheng et al., 2014).
2. Role of board composition and oversight in ESG performance: This research theme examines how the composition of the Board of Directors (BoD), including the presence of ESG expertise, and how the oversight activities of the Board influence ESG performance.Studies acknowledged that the governing body and the BoDare crucialin ensuring the firm is run ethically(Manda & Khaliq, 2023).The presence or absence of board characteristics leads to high or low ESG performance (Lewellyn & Muller-Kahle, 2023). Studies acknowledged that independent directors and the CSR committee influence CSR disclosures. While the age of the board is not a factor, the presence of women members on BoD is negatively correlated(Cucari et al., 2018). Further, higher CEO power enhances the ESG disclosure effect on firm value(Y. Li et al., 2018). ESG influences corporate decisions such as executive remuneration and mergers and acquisitions (Brooks &Oikonomou, 2018).
3. Effectiveness of different ESG disclosure practices: This research theme examines the effectiveness of different approaches to ESG disclosures, such as the use of integrated reporting and sustainability reports, in communicating a company's ESG performance to stakeholders.Unlike traditional reporting, ESG reporting is problematic (De Silva Lokuwaduge & De Silva, 2022), not straightforward, and often has to be brought in from several departments. ESG disclosures affect firm value. ESG strengths are seen as increasing firm value while weaknesses have decreased it (Fatemi et al., 2018). Improved transparency and accountability and enhanced stakeholder trust boost firm value(Y. Li et al., 2018). Moderate disclosures, instead of low or high, affect corporate efficiency positively (Xie et al., 2019). Some researchers suggested that tax disclosures should be integral to ESG disclosures, considering the theoretical link between the concepts (Menicacci& Simoni, 2024). Compatibility and resource dependence were found to be critical factors affecting the adoption of disclosure strategies(Z. Liu et al., 2022).
4. Role of investors and other stakeholders in driving ESG performance: This research examines how investors, such as institutional investors and ESG-focused funds, and other stakeholders, such as NGOs and community groups, can influence a company's ESG performance through engagement and activism. Further, there is a strong connection between ESG and the firm's Corporate Social Responsibility (CSR) practices(Gillan et al., 2021). There is a weak connection between companies' CSR and ESG performance.
5. Developing and implementing ESG integration strategies: This research theme examines how companies can develop and implement effective ESG integration strategies that embed ESG considerations into all business operations.Being a companycatering to sensitive industriesallows them to present superior environmental performance. This evidence held good even when controlling for the firm's size and country(Garcia et al., 2017). Research finds that country-specific factors such as political system (legal framework and corruption), labor system (labor protection and unemployment rate), and cultural system (Social Cohesion and Equal Opportunities), as well as firm-related factors visibility (analysts coverage, cross-listing, leverage, and size), are linked to ESG disclosures (Baldini et al., 2018).
6. Role of corporate governance in managing ESG risks: This research theme examines how corporate governance practices can help companies identify, assess, and manage ESG risks, such as climate change risks, social justice issues, and governance scandals.Like in many other studies, measurement remained a topic where consensus is difficult to reach. Some researchers questioned the ESG scoring systems and what exactly is to be measured (Drempetic et al., 2020). Subtle things like negative ESG coverage also drastically impact firms risk reduced credit risk ratings(Kölbel et al., 2017). Media is found to be a monitor of external taxation, and hence, negative media coverage on ESG issues is negatively associated with tax avoidance (Menicacci & Simoni, 2024).
7. Impact of ESG performance on regulatory and legal developments: This research theme examines how a company's ESG performance can influence regulatory and legal developments, such as introducing mandatory ESG disclosure requirements or stricter environmental regulations. Regulators might have to address the issue of large-sized firms because resources and the ability to make ESG disclosures are at an advantage over small firms (Drempetic et al., 2020).
8. Role of technology in enabling ESG performance: This research theme examines how technology can be used to improve ESG performance, such as through big data analytics to track and manage ESG risks or blockchain technology to ensure the transparency of supply chains.Companies with innovation and technology at the top can build differentiated products at reduced costs and hence witness improved performance (Yu et al., 2024). ESG performance is found to increase the nature of a company's green innovation (Long et al., 2023), both in terms of quality and quantity. This was largely because of the effects of resources, governance, and innovation(Zhang et al., 2024). Companies, of course, will need a sense of solid environmental commitment to have an edge in innovation and long-term sustainable growth (Kenneth David et al., 2024). Another exciting factor is developing a culture of digital inclusive finance that helps the company embrance green technology, positively impacting corporate ESG (W. Li & Pang, 2023).Industry 5.0 and its related technologies promote human centricity, sustainability, and resilience as a philosophy. These value-oriented topics enhance ESG disclosures, allowing companies to address a few ESG limitations (Asif et al., 2023).
9. Development of global ESG standards and frameworks: This research theme examines the development of global ESG standards and frameworksand their impact on corporate governance and ESG practices. The lack of proper standards in ESG reporting has been a severe impediment. Studies have also shown that negative screening has been less beneficial to investing (Amel-Zadeh & Serafeim, 2018). Several studies focused on the Global Reporting Initiative (GRI) and Sustainability Accounting Standards Board (SASB) standards. The frameworks have a profound impact, and companies implementing them have a positive impact on factors such as trust and accountability and get promoted with sustainable growth. With several rating firms now in this business and each of them having its own methodology, serious divergences in ratings have begun to occur. Studies found the key areas for divergence to be measurement (56%), scope (38%), and weightage(6%) (Berg et al., 2022).
10. Future of ESG and its implications for corporate governance: This research theme examines the future of ESG and its potential implications for corporate governance, such as the increasing role of stakeholders in corporate decision-making and the development of new governance models more responsive to ESG considerations. While Corporate Governance does have a positive impact on ESG, the reverse can also be true. So, the overall processes are cyclical. Several research papers, especially those related to the literature review, are found to compile a list of future directions on the topic (Benuzzi et al., 2024; Galletta et al., 2022; Shen et al., 2023).

Theories, Frameworks & Perspectives
The top 10 theoretical connections, frameworks, and perspectives identified from the study connecting Corporate Governance with ESG were discussed in this section. While theories are still emerging owing to the recent and emerging topic, few frameworksare currently available that offer useful insights into the relationship between Corporate Governance and ESG. However, these frameworks are not mutually exclusive. This allows researchers to combine to provide a comprehensive understanding of the topic.Some studies integrated theories (Huang, 2022), while others worked by connecting theories, such as (Z. Liu et al., 2022) for example, where the connectedness of Resource Development Theory (RDT) was explored with New Institutional Theory (NIT). Some works focused on specific theories and dimensions of ESG, such as disclosure and ESG accounting (Del Gesso & Lodhi, 2024), while a few others are broad in scope. Of course, the quest for a single theory to explain managerial motives for sustainable disclosures was never-ending (T. Mahmud, 2020).
1. Agency Theory: This theory posits that managers act in their self-interest, potentially neglecting the interests of shareholders. Strong corporate governance, including independent boards and robust oversight, can mitigate this agency problem and ensure that ESG considerations are factored into decision-making for long-term shareholder value creation. The evidence connecting ESG and Agency Theory is not straightforward and is mixed (Adeneye et al., 2024; Lee & Isa, 2020). Few studies went into specific dimensions (or variants or flavors) of agency theory – such as agency cost (Tang, 2022) or agency problems (Espinosa-Méndez et al., 2023).
2. Stakeholder Theory: The theory challenges the traditional view of shareholder primacy, which prioritizes the interests of shareholders above all others and instead promotes a more holistic and inclusive approach to corporate governance and social responsibility. Integrating ESG considerations demonstrates a company's commitment to its stakeholders, including employees, customers, communities, and the environment, fostering trust and long-term sustainability. The evidence regarding linkages between ESG and stakeholder theory are straightforward and well-established (Lee & Isa, 2020).
3. Stewardship Theory: This theory emphasizes the role of institutional investors as stewards of capital who can influence corporate behavior through active engagement and voting. Investors increasingly prioritize ESG factors in their investment decisions, pushing companies to adopt sustainable practices and improve ESG performance. Research unanimously says that a strong orientation towards stewardship leads to higher and positive ESG performance. The Rhine model is significantly stronger than the American model but weaker than the UK model (Chevrollier et al., 2020).Stewardship puts the concept of monitoring, engaging, voting, and reporting into practice. The company's energies can be drawn towards sustainable governance and reporting. Hence, the concepts of governance, stewardship, and sustainability are interlinked (Dallas & Lubrano, 2022).
4. Legitimacy Theory: This theory suggests companies strive to gain legitimacy and social acceptance by conforming to societal norms and expectations. While few companies are found fabricating their reports to stay compliant, few others follow a true sustainability approach (M. T. Mahmud, 2019). Integrating ESG considerations aligns with growing societal expectations for responsible business practices, enhancing a company's legitimacy and reputation. Some studies worked on legitimacy and upper-echelon theories together (Birindelli et al., 2024), while few connected media agenda-setting theory and legitimacy theory(Menicacci & Simoni, 2024). ESG disclosures and the risk of greenwashing are popular topics(De Silva Lokuwaduge& De Silva, 2022).
5. Resource Dependence Theory (RDT): This theory emphasizes a company's dependence on external resources, such as talent, capital, and raw materials. Strong ESG performance can attract and retain skilled employees, secure access to financing from ESG-focused investors, and mitigate environmental risks, enhancing a company's access to critical resources. The theory helped understanddirectors' capacities to provide resources and legitimacy, which inturn helps shape ESG performance (Lewellyn & Muller-Kahle, 2023). 
6. Institutional Theory and New Institutional Theory: This theory examines how institutions, including regulatory bodies, industry norms, and cultural values, shape corporate behavior. Growing regulatory focus on ESG issues and increasing investor demand for ESG transparency pressure companies to integrate ESG considerations into their governance practices. Some noted worked in this area are (M. Liu et al., 2024), (Beunza & Ferraro, 2019)
7. Risk Management Theory emphasizes the importance of identifying, assessing, and managing company risks. ESG factors can pose significant financial, reputational, and operational risks. Effective corporate governance frameworks can help companies identify, assess, and mitigate these ESG risks.Some key works are by done by (Sharma, 2023), and (Kuzmina et al., 2023).
8. Value Creation Theory: This theory suggests that companies should focus on creating value for all stakeholders, not justshareholders. Integrating ESG considerations can create long-term value by enhancing brand reputation, attracting and retaining talent, improving operational efficiency, and mitigating environmental risks. Some works in this area include (Zumente & Bistrova, 2021), (Signori et al., 2021), and (Ortíz Almeyda, 2023).
9. Integrated Reporting Framework: This framework emphasizes the importance of presenting a holistic view of a company's performance, considering financial, social, and environmental factors alongside traditional financial statements. Strong corporate governance is necessary and can facilitate the integration of ESG factors into reporting practices, fostering transparency and accountability. Notable mentions related to this are (Hoang, 2018) and (Chouaibi et al., 2022).
10. Sustainable Development Goals (SDGs): This framework provides a global blueprint for addressing sustainability challenges. Companies can align their ESG strategies with the SDGs, demonstrating their commitment to responsible business practices. The companies' efforts to provide positive societal and environmental outcomes will make them more viable in the longrun. Some popular works are (Delgado-Ceballos et al., 2023), (Khaled et al., 2021), and (Sciarelli et al., 2021).

Managerial Implications
This study has several implications for managers. It highlights key themes such as ESG integration strategies, risk management, and transparency practices that managers should focus on to improve ESG performance. Understanding how governance mechanisms like board composition influence ESG will help managers strengthen oversight. The study also emphasizes emerging issues like new technologies that managers must explore to gain competitive advantages. Finally, identifying theoretical frameworks guidesthe development of policies and strategies aligned with responsible business objectives.

Conclusions

This comprehensive analysis unveils vital insights into the intricate relationship between corporate governance and ESG, paving the way for a more sustainable future. It identified significant research areas and uncovered the theoretical underpinnings that connect these two important domains. The study also outlined opportunities for future research as understanding continues to evolve on how companies can balance the needs of diverse stakeholders through sustainable practices. With growing expectations from investors, regulators, and society, companies must strengthen governance frameworks to integrate, monitor and report on ESG initiatives effectively. The findings of this analysis can help inform strategies to advance responsible business conduct and long-term value creation.
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