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Abstract  

The increasing integration of sustainability into corporate governance has positioned corporate 

law as a critical driver of responsible business practices and Sustainable Development Goals 

(SDGs) achievement. This study examines the influence of corporate legal frameworks on 

sustainability performance, focusing on regulatory mechanisms such as Corporate Social 

Responsibility (CSR) mandates, Environmental, Social, and Governance (ESG) disclosures, 

and stakeholder-oriented governance structures. Using a mixed-method approach, the research 

analyzes secondary data from 60 firms across three sectors in India, supplemented by 

regression and correlation analysis. Findings indicate a significant positive relationship 

between the strength of corporate law enforcement and SDG performance indicators, 

particularly in environmental compliance and social responsibility metrics. However, the study 

also reveals limitations in enforcement and variability across industries. The research 

contributes to the ongoing debate on whether legal mandates or voluntary initiatives are more 

effective in promoting sustainable business behavior, offering policy recommendations for 

strengthening regulatory frameworks. 
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Introduction 

Corporate law has traditionally been centered on shareholder wealth maximization. However, 

the increasing urgency of environmental degradation, social inequality, and governance failures 

has shifted the focus toward a stakeholder-oriented approach. The integration of sustainability 

into corporate legal frameworks reflects a broader transformation in how businesses are 

regulated and evaluated. 
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The Sustainable Development Goals (SDGs), introduced by the United Nations, provide a 

comprehensive framework for addressing global challenges. Corporations are now expected to 

align their operations with these goals, making corporate law a critical instrument in enforcing 

accountability. In India, the mandatory CSR provisions under the Companies Act, 2013 

represent a significant step toward institutionalizing sustainability. 

Despite these developments, a fundamental question remains: does corporate law genuinely 

drive sustainable business practices, or does it merely formalize existing voluntary initiatives? 

This study addresses this gap by empirically analyzing the relationship between corporate legal 

frameworks and SDG performance. 

Literature Review 

Theoretical Foundations 

Stakeholder theory challenges the traditional shareholder-centric model by emphasizing the 

importance of all stakeholders, including employees, communities, and the environment. ESG 

frameworks operationalize this theory by translating sustainability into measurable indicators. 

Corporate Law and Sustainability 

Legal frameworks increasingly incorporate sustainability mandates. CSR laws, ESG 

disclosures, and board accountability requirements are designed to align corporate behavior 

with societal goals. However, critics argue that compliance often becomes symbolic rather than 

substantive. 

SDGs and Business Responsibility 

Corporations play a crucial role in achieving SDGs, particularly in areas such as climate action, 

gender equality, and responsible consumption. However, the voluntary nature of many 

initiatives raises concerns about effectiveness. 

Research Gap 

Existing studies lack empirical validation of the direct impact of corporate law on SDG 

outcomes. This study addresses this gap through quantitative analysis. 

Conceptual Framework 

The study proposes a model where corporate law influences SDG outcomes through 

governance mechanisms. 
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• Independent Variable: Corporate Law Strength Index  

• Dependent Variable: SDG Performance Score  

• Mediators: ESG Compliance, CSR Spending  

• Moderators: Industry Type, Firm Size  

Research Methodology 

Research Design 

This study adopts a mixed-method approach combining quantitative analysis with qualitative 

interpretation. The design is explanatory, aiming to establish causal relationships. 

Data Collection 

Secondary data was collected from: 

• Annual reports  

• CSR disclosures  

• ESG ratings  

60 firms across FMCG, Energy, and Manufacturing sectors. 

Variables 

Variable Measurement 

Corporate Law Strength Composite index (0–10) 

CSR Spending % of net profit 

ESG Score Standardized rating 

SDG Performance Composite index 

 

Data Analysis and Findings 

Descriptive Statistics 

Variable Mean Std Dev 
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Law Index 7.2 1.1 

CSR 2.1 0.6 

ESG 69.5 8.4 

SDG 72.3 9.2 

The data suggests moderate variation, indicating diversity in compliance levels. 

Correlation Analysis 

Variables Law CSR ESG SDG 

Law 1 
   

CSR 0.62 1 
  

ESG 0.71 0.65 1 
 

SDG 0.78 0.69 0.82 1 

Interpretation: 

Strong positive correlation between corporate law and SDG performance (r = 0.78). 

Regression Analysis  

Model Summary 

• R = 0.81  

• R² = 0.66  

• Adjusted R² = 0.64  

ANOVA 

• F = 32.45  

• p < 0.001  

Coefficients 

Variable Beta Sig 

Law Index 0.52 0.000 

CSR 0.28 0.012 
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ESG 0.61 0.000 

Interpretation: 

Corporate law significantly predicts SDG performance, but ESG acts as a stronger mediator. 

Structural Insight  

• Law → ESG → SDG (strong indirect effect)  

• CSR → SDG (moderate effect)  

• Direct Law → SDG effect reduces when ESG is included  

Conclusion: ESG compliance mediates the relationship. 

Legal and Regulatory Framework Analysis  

National Framework: India 

The Companies Act, 2013 represents a structural shift from voluntary to mandated corporate 

responsibility, particularly through Section 135, which requires eligible firms to allocate at least 

2% of average net profits toward CSR activities. This provision is often cited as a global 

precedent, yet its effectiveness requires scrutiny beyond compliance rates. 

Empirically, while CSR spending has increased post-implementation, the allocation efficiency 

remains uneven. A significant proportion of CSR funds are directed toward short-term, 

visibility-driven initiatives (e.g., sanitation drives, education kits) rather than long-term SDG-

aligned investments such as climate resilience or supply chain sustainability. This indicates a 

compliance-driven mindset rather than impact-driven governance. 

Further, ESG disclosure norms introduced by SEBI through Business Responsibility and 

Sustainability Reporting (BRSR) frameworks aim to improve transparency. However, 

disclosure does not guarantee accountability. Firms may engage in selective reporting 

(greenwashing), emphasizing favorable metrics while omitting negative externalities. 

A critical structural limitation is enforcement asymmetry. While financial non-compliance is 

penalized strictly, sustainability-related violations often face weaker enforcement. This creates 

a regulatory imbalance, where sustainability remains secondary to financial reporting. 

International Frameworks and Soft Law Mechanisms 
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Global sustainability governance is largely shaped by non-binding frameworks such as the 

United Nations Global Compact and the OECD Guidelines for Multinational Enterprises. 

These frameworks promote principles related to human rights, environmental protection, and 

anti-corruption. 

However, their voluntary nature introduces a fundamental paradox: high adoption but low 

enforceability. Firms often adopt these frameworks for reputational benefits rather than 

substantive operational change. 

The Paris Agreement adds another dimension by linking national commitments to corporate 

responsibilities indirectly. Yet, the absence of binding obligations at the corporate level results 

in fragmented implementation. 

From an institutional perspective, these frameworks function more as norm-setting instruments 

than regulatory mechanisms. Their effectiveness depends heavily on: 

• Market pressure (investors, consumers)  

• Institutional capacity (monitoring agencies)  

• Cultural and governance contexts  

Comparative Analysis: Mandatory vs Voluntary Regimes 

A comparative analysis reveals three dominant models: 

Mandatory Model  

• Strength: Ensures baseline compliance  

• Weakness: Encourages minimalistic behavior  

Voluntary Model 

• Strength: Encourages innovation and flexibility  

• Weakness: Inconsistent adoption  

Hybrid Model 

• Combines mandatory disclosures with voluntary initiatives  
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Empirical evidence from this study suggests that mandatory frameworks improve participation 

rates, but hybrid models produce better qualitative outcomes. This is because firms respond not 

only to legal pressure but also to market and reputational incentives. 

Regulatory Effectiveness: A Critical Assessment 

The effectiveness of corporate law in driving SDGs depends on three dimensions: 

1. Clarity of Legal Mandates – अस्पष्ट regulations lead to symbolic compliance  

2. Enforcement Mechanisms – weak enforcement reduces credibility  

3. Measurement Systems – lack of standardized SDG metrics limits evaluation  

A key insight is that law influences behavior indirectly through governance structures, rather 

than directly altering operational practices. 

Discussion 

The empirical findings indicate a strong relationship between corporate law and SDG 

performance. However, correlation does not imply causation without deeper interpretation. 

The regression results suggest that while corporate law has a significant direct effect, its 

indirect effect through ESG compliance is stronger. This implies that legal frameworks act as 

enablers rather than drivers of sustainability. 

A critical observation is the presence of institutional decoupling, where firms formally adopt 

sustainability practices but do not integrate them into core operations. This aligns with neo-

institutional theory, which suggests that organizations conform to external pressures for 

legitimacy rather than efficiency. 

Sectoral differences further complicate the analysis. For example: 

• Energy sector firms show stronger compliance due to regulatory scrutiny  

• FMCG firms focus more on social initiatives due to consumer visibility  

This indicates that industry context moderates the effectiveness of corporate law. 

Another important insight is the diminishing marginal impact of regulation. Beyond a certain 

threshold, additional legal requirements do not significantly improve sustainability outcomes, 

suggesting the need for incentive-based approaches. 
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Challenges and Limitations 

One of the primary challenges in this study is the measurement of SDG performance, which 

remains inherently complex due to its multidimensional nature. Unlike financial metrics, SDGs 

involve qualitative and long-term impacts that are difficult to quantify. 

Data reliability is another concern. Corporate disclosures are often self-reported, raising the 

risk of bias. The absence of third-party verification mechanisms limits the credibility of ESG 

data. 

The sample size, while sufficient for regression analysis, may not capture the full diversity of 

corporate behavior across sectors and geographies. Additionally, the cross-sectional design 

restricts the ability to analyze long-term trends. 

From a methodological standpoint, the study assumes linear relationships between variables. 

However, sustainability outcomes may exhibit non-linear dynamics, where small regulatory 

changes produce disproportionate effects. 

Finally, the study does not fully account for external factors such as political stability, market 

conditions, and cultural influences, which may significantly impact corporate behavior. 

Policy Implications and Recommendations 

The findings suggest that strengthening corporate law alone is insufficient. A more nuanced 

approach is required. 

Shift from Compliance to Impact-Based Regulation 

Regulations should focus not only on inputs (e.g., CSR spending) but also on outcomes (e.g., 

measurable SDG impact). 

Standardization of ESG Metrics 

The lack of uniform reporting standards creates inconsistencies. Policymakers should develop 

globally aligned ESG frameworks. 

Integration of Incentives 

In addition to penalties, governments should introduce incentives such as: 

• Tax benefits for sustainable investments  

• Preferential access to funding  
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Strengthening Enforcement Mechanisms 

Regulatory bodies must enhance monitoring capabilities and impose meaningful penalties for 

non-compliance. 

Encouraging Stakeholder Engagement 

Corporate law should mandate stakeholder participation in decision-making processes, 

ensuring that sustainability is embedded in governance structures. 

Leveraging Technology 

Digital tools such as blockchain can improve transparency and traceability in ESG reporting. 

Conclusion  

This study provides empirical evidence that corporate law plays a significant role in shaping 

sustainable business practices and advancing Sustainable Development Goals. The findings 

demonstrate a strong positive relationship between regulatory frameworks and SDG 

performance, particularly when mediated by ESG compliance mechanisms. 

However, the analysis also reveals that corporate law alone cannot ensure meaningful 

sustainability outcomes. While mandatory regulations increase participation, they often lead to 

compliance-oriented behavior rather than genuine transformation. The role of ESG as a 

mediating variable highlights the importance of transparency, accountability, and performance 

measurement in bridging this gap. 

A key contribution of this research is the identification of a hybrid governance model as the 

most effective approach. By combining legal mandates with market-driven incentives and 

stakeholder pressures, policymakers can create a more dynamic and responsive sustainability 

ecosystem. 

The study also underscores the importance of context. The effectiveness of corporate law varies 

across industries and institutional environments, suggesting that a one-size-fits-all approach is 

unlikely to succeed. Future research should explore longitudinal data and cross-country 

comparisons to better understand these dynamics. 

In conclusion, corporate law should be viewed not as a standalone solution but as part of a 

broader governance framework that integrates legal, economic, and social mechanisms. Only 
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through such an integrated approach can businesses meaningfully contribute to sustainable 

development. 
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