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Abstract 

The paper presents the global trend in implementing ESG-linked executive 

compensation, and its current status in India. ESG-Pay essentially links executive pay 

to well-defined sustainability objectives that are quantifiable and include 

environmental, social, and governance performance metrics. Regulatory demands, 

investor expectations, and demands for corporate accountability are some of the 

factors driving this practice globally, with Europe leading at 93%, followed by the 

United States at 76%. European companies focus on carbon reduction and 

governance, while US companies focus on diversity, equity, and inclusion. ESG-Pay 

is still at a nascent stage in India, with only 20-30% companies having such structures. 

Similarly, notable Indian companies, such as Infosys and Tata Steel, have linked the 

compensation of their CEOs with ESG objectives and therefore have shown better 

financial performance on key parameters of higher ROA and stock performance. Some 

of the barriers to wider diffusion in India includes regulatory inconsistencies, a lack of 

standardized ESG metrics, and market perceptions. Firms using ESG-Pay 

internationally are proving better in financial resilience, reflected in superior stock 

returns, ROE, and operational stability. Overcoming the regulatory gaps and 

strengthening the corporate capability will lead to the full value realization of ESG-Pay 

in India. It further concludes that, in light of the large opportunities that exist in the 

Indian context, ESG-Pay is one of the most important levers for the alignment of 

executive incentives with sustainability, corporate governance, and long-term value 

creation. 

Keywords: ESG-linked compensation, Executive pay, Sustainability, Corporate 

governance, Financial Performance. 

INTRODUCTION 

ESG-linked executive compensation is a fundamental shift in corporate governance, 

as it directly links executives with incentives corresponding to the larger goal of 

sustainability. It consequently links partial remuneration to ESG-related outcomes that 

are quantifiable, such as carbon emission reduction, diversity and inclusion, and 

enhancing governance practices. The growing use of ESG-Pay around the world 

shows that such mechanisms play an increasingly important role in ensuring corporate 
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accountability and consistency between business strategies and long-term 

sustainability performance. The concept of ESG started to take shape in the early 

2000s, with reports such as "Who Cares Wins" by the United Nations highlighting the 

correlation between sustainable development and financial markets. Since then, ESG 

has grown to be one of the central themes of corporate strategy, even more so after 

the 2008 financial crisis demonstrated a complete lack of ethics in governance 

practices. The integration of ESG into the structure of executive compensation is one 

of the most transformative shifts in corporate governance, wherein the incentives for 

leadership are aligned with the goals of sustainability. 

The rise of ESG-linked pay globally is driven by regulatory pressures, investor 

activism, and societal expectations. The European Union leads the pack in such 

regulations through the EU's Sustainable Finance Disclosure Regulation, where 93% 

of companies use ESG metrics, especially those that accentuate governance and 

environmental standards (Dell'Erba & Ferrarini, 2024).  US companies like Apple and 

JPMorgan have also spearheaded efforts to link ESG performance to executive 

compensation by up to 25%. (Peng & Smith III, 2023).  This sets in a trend of the 

comity of nations falling together at the global level, their goals on financial 

achievements corresponding with corporate responsibility. 

Yet, India is pretty inauspiciously backward where hardly 30% of companies have 

implemented their ESG-linked pay—for such frameworks to happen (Pareek & Sahu, 

2023). Some of the specified regulatory gaps, for that matter, are certain inadequacies 

related to non-availability of standardized metrics available towards the BRSR 

(Business Responsibility and Sustainability Reporting) mechanism laid down by SEBI 

(Kumar & Rastogi, 2024). Investor preference for short-term gains further slows 

progress, which is a call for shifting corporate priorities (Tien & Huang, 2023). 

Notably, ESG-linked compensation globally seeks to introduce such metrics as carbon 

neutrality and diversity within the structure of executive compensation, therefore 

improving corporate financial performance drastically (Yamawaki et al., 2024). For 

instance, firms that have adopted this structure usually demonstrate higher ESG 

ratings, besides good resilience in time of economic disruptions, say post-COVID-19 

recoveries (Gossain, 2023). Companies like Infosys and Tata Steel of India are setting 

examples by linking up to 18% of the CEO's pay to sustainability metrics, showing 
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positive impacts on return on assets and stock performance (Chen et al., 2023). More 

than 20% of S&P 500 companies had implemented some form of ESG-linked 

compensation in 2022, a number that will continue to grow amid increasing 

shareholder activism and regulatory pressures. In fact, 51% of worldwide companies 

include ESG metrics in their incentive plans today, according to a recent survey by 

Willis Towers Watson. The trend is strong in particular in Europe, where, according to 

the same research house, 73% of companies are integrating these targets into their 

executive compensation strategies. For instance, Sweden has been pushing the 

envelope for ESG-Pay, as by 2023, over 80 percent of major Swedish firms linked top 

executives' bonuses to sustainability objectives (Homroy & Mavruk, 2023). 

ESG-pay relevance is derived from an increasing consciousness of climate change, 

social justice, and ethical corporate behaviour. There is greater awareness among 

investors and regulators that the performance of the ESG criteria may become 

indicative of the long-term survival of businesses. For instance, the Sustainable 

Finance Disclosure Regulation of the EU impels more disclosures regarding ESG 

factors, urging firms toward linking compensation with such factors. Similarly, in the 

US, the great asset managers such as BlackRock are also speaking up for more 

accountability via ESG-linked pay structures, and thus accelerating the trend even 

further. In this evolving context of corporate governance, the instrument of ESG-Pay 

represents a key instrument that can ensure executives are incentivized to contribute 

to broad social and environmental goals beyond being exclusively focused on financial 

returns. 

Objective of the Study 

1. To analyze the global trend in the adoption of ESG-linked executive 

compensation and assess its adoption/ current status in Indian context. 

2. To examine the relationship between ESG-Pay and the financial performance 

of a firm at global and Indian levels. 

3. To evaluate inhibiting factors that contribute to ESG-Pay adoption in India, 

including regulatory inconsistencies and the lack of uniform metrics. 

4. To recommend strategies for better adoption of ESG-Pay to align Indian 

corporate practices with global standards. 
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METHODOLOGY OF THE STUDY 

The study devours secondary data from industry reports, research papers, and 

financial performance indicators such as the FTSE 100, S&P 500, and Nifty 100 ESG 

Index. It evaluates the adoption of ESG-Pay across industries and regions using 

comparative analysis, pointing out areas where India's practices fall short of those of 

world leaders. Global benchmarks like Apple and Siemens, as well as case studies of 

Indian companies like Infosys and Tata Steel, offer insights into tactics and results. 

The association between the implementation of ESG-Pay and firm performance is 

assessed through the analysis of financial measures, such as ROA, ROE, and stock 

performance. Examining regulatory frameworks like SEBI's BRSR reveals both 

potential and difficulties in incorporating ESG measures into executive pay plans. 

UNDERSTANDING ESG-PAY 

ESG-linked executive compensation, or ESG-Pay, links the compensation of corporate 

executives with specific performance metrics on ESG issues, incentivizing them to 

take action toward sustainability and responsible governance. Such a structure of 

compensation has grown rapidly, especially as companies face increasing pressure 

from shareholders, regulators, and the public to address issues related to climate 

change and corporate governance shortcomings.  

The main elements of ESG-Pay encompass environmental objectives on carbon 

emissions reduction, energy efficiency, and waste management; social objectives, 

which may involve employee welfare, diversity, and inclusion, or even supply chain 

ethics; while for governance-related goals, these would include board diversity, 

shareholder rights, and anti-corruption measures (Haque & Ntim, 2020). Such 

measures are increasingly being used within both short- and long-term executive 

incentive plans, with bonuses and stock options pegged to the achievement of specific 

ESG targets. 

ESG-Pay tends to have higher prominence in Europe because of an increased 

prevalence of the practice. More than 80% of large firms had already integrated ESG 

targets with executive compensation in Sweden during 2022. Data from the U.S. 

shows that in 2021, nearly 25% of S&P 500 companies had implemented ESG-linked 

pay structures, compared to 15% in 2018. It has been observed in various studies that 
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companies with ESG-Pay tend to outperform their peers in ESG metrics, having a 12% 

higher score in environmental performance and a 9% higher governance rating 

compared to those companies that do not use such compensation structures (Cohen 

et al., 2023). 

 Institutional investors increasingly support ESG-Pay as a kind of mechanism that will 

help mitigate long-run risks and hold the business accountable. A survey conducted in 

2020 by Willis Towers Watson proved that 39% of institutional investors globally 

believe that the incorporation of ESG factors into executive compensation plans would 

directly improve financial outcomes, further facilitating the trend of value creation. This 

shows that in addition to aligning ESG-Pay with the goals of corporate responsibility, 

it creates a critical driver of business value and sustainable growth. 

In a related case study on U.S. financial services firms, one standard deviation in ESG 

ratings alone increased CEO pay by roughly 14-16% because of the strong factor 

arising from governance and social components of such a link (Lee et al., 2023). The 

recent growth of ESG-based pay incentives highlights their potential to drive alignment 

between business objectives and sustainability goals. By integrating ESG metrics into 

executive compensation, these initiatives aim to enhance stakeholder welfare and 

encourage responsible decision-making at the leadership level (Leins, 2020). 

IMPORTANCE OF ESG-PAY 

ESG compensation has grown into prominence in the system of structuring executive 

remuneration that incorporates corporate objectives of sustainability. This among other 

things aligns the executives of a firm to think for the long term and with social 

conscience which, in fact, improves corporate performance generally. Research found 

that companies rated high in ESG rating, pay their executives higher than companies 

with low ESG ratings. Approximately 20.2% of the pay disparity between high and low 

ESG-rated companies is due directly to the ESG ranking (Kim, 2023). Such companies 

that consider ESG metrics in compensating officers are viewed as more socially 

responsible and attractive to those investors who prioritize sustainability and ethics in 

investing. For instance, investors are increasingly being motivated by ESG 

information; for example, over 50% of investors use ESG data due to its perceived 

impact on financial performance (Amel-Zadeh & Serafeim, 2018). In the same way, 
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where firms perform well regarding governance and social topics, investor 

engagement is thus improved, with reduced risks, hence making them attractive to 

stakeholders. 

In addition, ESG compensation helps reduce the risks associated with a business's 

adverse effects on the environment or society. According to research, the integration 

of ESG into executive pay is related to a 32% decrease in excess bonuses in firms 

from environmentally sensitive industries, indicating that compensation decisions are 

more closely aligned with sustainable business practices (Keddie & Magnan, 2023). 

Indeed, ESG pay represents a critical way in which executive performance can be 

attached to greater societal goals and improved investor confidence while tamping 

down business risks. This strategy not only strengthens corporate governance but also 

ensures sustainable growth.  
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COMPONENTS OF ESG 

 

 

 

DEVELOPMENT OF ESG- PAY 

In 2006, the concept of ESG started to be underlined when the UN Global Compact 

and the World Bank issued the "Who Cares Wins" report, underlining the integration 

of financial markets with sustainability objectives. This provided a starting point for 

incorporating ESG principles into the corporate and national strategies of countries. 

The BRICS countries were among the first that implemented ESG principles into their 
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agendas for sustainable development. There is empirical evidence showing this 

approach is good from a financial point of view; for example, indices such as the MSCI 

ESG Leaders index for BRICS countries constantly outperform the wider market 

indices, showing greater profitability and resistance over time (Neto & Fontgalland, 

2023). 

A 2010-2012 study on sensitive industries in the BRICS countries showed that 

companies operating in socially controversial industries had better environmental 

performance compared to their peers in other industries. This highlights how ESG 

disclosures can help mitigate social and political pressures faced by these industries. 

For instance, an analysis of 365 listed companies during this period revealed that 

strong ESG performance in these sectors often served as a strategy to build credibility 

and effectively address stakeholder concerns (Garcia et al., 2017). Additionally, an 

analysis of 1,375 A-share listed companies in China between 2011 and 2021 

demonstrated that robust ESG performance significantly enhances corporate value. 

This impact is particularly pronounced in industries shaped by policy interventions, 

emphasizing the role of regulatory frameworks in driving ESG-related benefits (Liu, 

2023). 

A 2014-2019 study conducted in China demonstrated that green innovation is crucial 

for enhancing ESG scores and improving financial performance (Zheng et al., 2022). 

This effect was particularly pronounced in industries strongly associated with 

environmental performance, highlighting the synergistic relationship between 

innovation and sustainability. A cross-country analysis conducted by Öcal & Kamil in 

2021 examined ESG indices between 2014 and 2019 in Germany, France, Indonesia, 

and Turkey, revealing that companies included in ESG indices outperformed those in 

broader indices in terms of resilience to market shocks (Öcal & Kamil, 2021). Similarly, 

a study of 523 international firms listed on ESG indices in the U.S. and Europe from 

2015 to 2019 showed that robust social and ethical practices, particularly when 

combined with green innovation, significantly enhanced firm market valuation 

(Chouaibi & Chouaibi, 2021). 

Empirical research on S&P 500 firms over the period of 2017-2020 showed that there 

is a strong linkage between better ESG performance and superior economic 

performance. Companies with higher ESG ratings performed well ahead of their peers, 
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even in crisis periods like the COVID-19 pandemic (Ademi & Klungseth, 2022). 

Similarly, the analysis of ESG scores for G7 countries from February 2018 to 

December 2022 suggests a positive relationship between ESG scores and stock 

market returns. Germany, in particular, demonstrated outstanding integration of ESG 

into corporate strategy and reaped significant benefits from such practices (Kevser et 

al., 2023). A strong positive relationship between ESG disclosures and firm 

performance was also observed in ASEAN developing countries such as Indonesia, 

Malaysia, Thailand, and Vietnam during 2020-2023. Enhanced ESG reporting during 

this period significantly improved operational and market performance, emphasizing 

the value of transparency in sustainability practices (Makhdalena et al., 2023).  

Studies demonstrates that strong ESG practices improve resilience and firm valuation, 

and that businesses in delicate sectors use ESG to build credibility and align with 

stakeholders. ESG measures, like enhanced ROA, stock market resilience, and 

innovation-driven sustainability, are strongly correlated with financial performance, 

according to empirical data from China, ASEAN, and the G7. In India, ESG-Pay 

adoption is in its nascent stage, with only 20-30% implementation. Even while 

companies like Infosys and Tata Steel tie 12–18% of executive compensation to ESG 

goals, there are still issues, such as regulatory gaps, a lack of defined measurements, 

and poor investor preference for ESG over financial returns. Despite these barriers, 

ESG-Pay is seen as a transformative tool for aligning executive incentives with 

sustainability, promoting long-term corporate value, and enhancing global 

competitiveness.  

ESG-Pay Adoption by Region   

ESG Pay adoption varies exorbitantly across the globe. Europe and North America 

are much ahead of all other countries in world. This table presents the regional 

differences in ESG-Pay adoption rates, highlighting key ESG focus areas and the main 

impediments influencing adoption in different regions. 

Table 1: Global Adoption of ESG-Pay (Regional Analysis)  

Insert Table 1 here 

TANZ(ISSN NO: 1869-7720)VOL20 ISSUE1 2025

PAGE N0: 41



ESG-pay adoption shows significant regional variation, shaped by regulatory and 

economic factors. Europe leads with 93% adoption, driven by strict regulations on 

climate change and governance. North America follows at 76%, prioritizing diversity, 

equity, and inclusion (DEI) despite the absence of mandates. Asia-Pacific stands at 

65%, focusing on environmental performance, though adoption remains uneven 

across countries. India, with approximately 20%, is in the early stages, constrained by 

regulatory inertia, while Latin America, at 35%, struggles with data limitations despite 

prioritizing social and environmental issues. These differences highlight how regional 

contexts influence the pace and focus of ESG-pay adoption. 

 

GLOBAL ADOPTION OF ESG 

The global adoption of ESG-linked executive compensation (ESG-Pay) has grown 

significantly in recent years, reflecting the increasing importance of sustainability in 

corporate governance. This trend is propelled by heightened investor interest, 

regulatory scrutiny, and an evolving understanding of the long-term value of 

sustainable business practices. By linking executive incentives to measurable ESG 

outcomes, companies aim to align leadership priorities with broader societal and 

environmental goals, driving both accountability and corporate resilience.    

The adoption of ESG-linked pay has increased significantly over the past decade. A 

global study by the IESE Business School reveals that 38% of companies now tie 

executive compensation to ESG performance, a sharp rise from just 1% in 2011. This 

increase is fuelled by heightened regulatory demands and a growing recognition of the 

critical role of sustainability in long-term corporate success. 

Companies worldwide are increasingly incorporating ESG metrics into short- and long-

term incentive plans, aligning leadership goals with both financial performance and 

sustainability milestones. Climate-related metrics such as carbon reduction and 

renewable energy remain central, but the focus has broadened to include social and 

governance factors like DEI, ethical practices, and board diversity. Efforts to 

standardize ESG metrics through frameworks like the EU’s SFDR and GRI are 

enhancing consistency in reporting and integration. Europe leads adoption with 93%, 

fuelled by stringent regulations, while investor activism, especially from institutional 

investors like BlackRock, reinforces the importance of ESG-pay as a driver of 
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corporate accountability and sustainable value creation. 

Table 2: ESG Performance and Firm Financial Performance  

This table highlights the global correlation between strong ESG practices and financial 

performance, drawing attention to regional differences and specific outcomes like 

stock returns and ROA.  

Insert Table 2 here 

 ESG practices demonstrate a positive correlation with financial performance globally. 

European firms lead, outperforming in stock performance by 10%-15% and achieving 

higher ROA. In the U.S., companies with ESG-linked pay exhibit 12% better 

environmental performance and 9% stronger governance ratings. India shows 

moderate benefits, with a 0.7% monthly stock return increase linked to ESG 

improvements, while China sees significant valuation gains in policy-driven sectors 

like energy. ASEAN nations leverage ESG reporting to boost both operational 

efficiency and market performance, highlighting the global financial advantages of 

adopting robust ESG practices. 

 Table 3: ESG-Pay Adoption by Industry   

This table examines industry-specific adoption of ESG-Pay, identifying the primary 

ESG metrics prioritized and challenges unique to each sector.  

Insert Table 3 here 

 ESG-pay adoption differs significantly by industry, driven by unique priorities and 

challenges. The Energy & Utilities sector leads with 80% adoption, focusing on carbon 

emissions and renewable energy despite high compliance costs. Financial Services 

follow at 70%, emphasizing governance and ethical standards while balancing ESG 

with profitability. Consumer Goods, at 60%, prioritize supply chain ethics and 

employee welfare but face challenges in measuring social and governance metrics. 

The Technology sector, with 55% adoption, targets diversity and governance yet 

struggles with standardized ESG metrics. Manufacturing, at 45%, emphasizes 

environmental efficiency but encounters difficulties in cost integration. These 

variations underscore industry-specific drivers and barriers to ESG-pay 
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implementation. 

Table 4: ESG-Pay Adoption in Global S&P 500 Companies (2022)  

The adoption of ESG-Pay by S&P 500 businesses is examined in this table, which 

also describes the main ESG objectives and how they affect CEO compensation 

plans.   

Insert Table 4 here 

In 2022, ESG-pay adoption among S&P 500 companies highlighted a strong 

integration of executive compensation with ESG performance metrics. Apple Inc. led 

with 100% adoption, allocating 10% of CEO bonuses to carbon footprint reduction and 

environmental targets. Microsoft followed with 90%, linking 15% of executive bonuses 

to diversity, equity, and inclusion (DEI) goals. JPMorgan Chase (85%) emphasized 

governance, tying board governance scores to a 5-10% impact on executive pay. 

ExxonMobil (60%) focused on environmental and governance goals, with 8% of 

bonuses tied to emission reductions. Procter & Gamble (75%) prioritized social 

responsibility, dedicating 5-7% of bonuses to ethical supply chain practices. These 

examples underscore the increasing alignment of ESG metrics with compensation 

structures among leading global firms.  

Table 5: Firm Financial Performance and ESG Ratings in Fortune 500 Companies 

(2021-2023)  

This table connects strong ESG ratings with improved financial performance, using 

examples from Fortune 500 companies to demonstrate the effectiveness of ESG 

initiatives.  

Insert Table 5 here 

An analysis of Fortune 500 companies from 2021 to 2023 demonstrates a clear link 

between strong ESG scores and solid financial performance. Tesla, with an ESG score 

of 92/100, achieved a 13.5% ROA and 22% annual stock growth, driven by carbon 

emission reductions and renewable energy efforts. Alphabet (Google), scoring 88/100, 

reported a 10.3% ROA and 18% stock growth, focusing on data privacy and digital 

sustainability. Coca-Cola, with a score of 75/100, emphasized water sustainability and 
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supply chain ethics, achieving a 9.2% ROA and 12% stock performance. Intel, scoring 

82/100, improved DEI and energy-efficient manufacturing, delivering an 8.5% ROA 

and 9% stock return. Goldman Sachs, with a 77/100 ESG score, focused on 

governance and ethical investments, yielding a 6.7% ROA and 11% stock growth. 

These findings highlight the financial advantages of embedding ESG strategies in 

corporate operations.  

Table 6: ESG Performance and Executive Compensation in Energy Companies 

(2021-2022) while go through the study the author finds that these  

This table, which focuses on the energy sector's adoption of ESG-Pay, illustrates how 

executive compensation aligns with environmental and governance goals and their 

corresponding financial results.  

Insert Table 6 Here 

In the energy sector, ESG performance is increasingly influencing executive 

compensation. BP ties 20% of bonuses to carbon reduction, achieving an 11.4% ROE, 

while Shell links 15% to carbon neutrality and renewable energy, resulting in a 10.2% 

ROE. Total Energies integrates 18% with renewable energy and governance goals, 

delivering a 9.8% ROE. Chevron allocates 10% of bonuses to carbon reduction, 

achieving an 8.7% ROE. Enel leads with 90% ESG-pay linkage, tying 20% of CEO 

pay to renewable projects, attaining a 13.1% ROE. These practices underline the dual 

benefits of linking pay to ESG targets for sustainability and financial success.  

Table 7: ESG Performance and Firm Value in U.S. Financial Services Firms (2020-

2023)  

This table highlights how ESG performance impacts executive pays and financial 

outcomes in the U.S. financial services sector, emphasizing ethical and governance 

practices.   

Insert Table 7 here 

In the U.S. financial services sector, strong ESG performance aligns with enhanced 

firm value and executive compensation. Bank of America, with an ESG score of 

86/100, ties 20% of CEO pay to ethical lending and governance, achieving a 15% 
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stock return and 9.2% ROE. Citigroup allocates 18% to DEI initiatives and green 

investments, delivering a 14% stock return and 10.5% ROE. Morgan Stanley links 17% 

of pay to climate risk management, resulting in a 13% stock return and 8.8% ROE. 

Wells Fargo emphasizes ethical banking with 16% ESG-pay linkage, achieving a 12% 

stock return and 7.6% ROE. Goldman Sachs, focusing on green bonds and 

governance reforms with 15% ESG-pay linkage, delivers an 11% stock return and 

8.5% ROE. These examples highlight the financial and organizational benefits of ESG 

integration in executive compensation.  

Table 8: ESG Metrics Impact on Firm Financial Sustainability in European 

Companies (2020-2023) 

 This table illustrates how ESG factors are included into executive pay in European 

businesses and how they affect financial sustainability indicators like ROA and stock 

performance.  

Insert Table 8 here 

 European companies exemplify the integration of ESG metrics into executive 

compensation, driving financial sustainability. Siemens, with an ESG score of 92/100, 

ties 25% of CEO pay to climate initiatives, achieving a 12.3% ROA and 20% stock 

return. Volkswagen allocates 22% of executive compensation to carbon neutrality and 

governance, delivering an 11.8% ROA and 18% stock return. Unilever links 20% of 

CEO pay to social responsibility, achieving a 10.2% ROA and 17% stock return. Nestlé 

ties 19% of pay to governance and social goals, resulting in a 9.7% ROA and 16% 

stock return. BMW links 18% of pay to environmental performance and DEI, achieving 

a 10.0% ROA and 15% stock growth. These examples highlight how ESG integration 

supports sustainable growth in European firms. 

 Table 9: ESG and Financial Performance in ASEAN Companies (2019-2023) 

This table gazes the role of ESG metrics in executive pay within ASEAN companies, 

emphasizing their impact on ROA and stock returns across different sustainability 

goals. 

Insert Table 9 here 
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 ASEAN companies are increasingly integrating ESG metrics into executive 

compensation, reflecting their impact on financial performance. Singapore Airlines, 

with an ESG score of 82/100, ties 18% of CEO pay to carbon neutrality and green 

initiatives, achieving a 9.2% ROA and 11% stock return. Petronas (80/100) links 15% 

to renewable energy efforts, delivering an 8.7% ROA and 10% stock performance. 

Ayala Corporation (78/100) emphasizes governance and ethics, allocating 14% of pay 

to ESG, resulting in an 8.1% ROA and 9% stock return. Siam Cement (75/100) 

integrates waste management and governance into its framework, linking 12% of pay 

to ESG and achieving a 7.9% ROA and 8% stock growth. Vietcombank focuses on 

DEI and governance, tying 10% of pay to ESG, achieving a 7.5% ROA and 7% stock 

return. These trends highlight the role of ESG in promoting corporate responsibility 

and financial sustainability in ASEAN firms. 

ESG-PAY IN INDIA: CURRENT STATUS  

ESG has gained up tremendous momentum globally, and India is no exception. The 

incorporation of ESG criteria into executive pay packages in India represents a 

significant change in corporate management practices. While this approach is well-

established in regions such as Europe and North America, it is still in its early stages 

in India. Historically, Indian companies have linked executive compensation to 

financial indicators like sales, revenue, profit, and market share. However, as the ESG 

landscape evolves due to growing investor interest, regulatory focus, and increased 

awareness of sustainability issues, Indian firms are beginning to incorporate ESG 

metrics into their CEO remuneration structures.  

Notable sectors such as renewable energy, pharmaceuticals, and information 

technology are leading the adoption of ESG-linked pay. Companies like Infosys and 

Tata Steel have pioneered this trend, linking significant portions of executive 

compensation to goals like carbon emission reductions, diversity and inclusion 

initiatives, and governance enhancements. These efforts have demonstrated positive 

impacts on financial metrics, such as improved return on assets (ROA) and stock 

performance, underscoring the potential value of aligning executive incentives with 

sustainability objectives. Nevertheless, the path forward is fraught with obstacles. The 

lack of uniform ESG standards, challenges in measuring the monetary effects of ESG 

programs, and fears of potential greenwashing hinder broader implementation. 
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Furthermore, the shifting regulatory environment, including guidelines such as SEBI's 

Business Responsibility and Sustainability Reporting (BRSR), introduces additional 

complexity for businesses striving to adapt to these transformations. Despite these 

hurdles, the future of ESG-linked executive pay in India looks promising. As regulatory 

clarity improves and investor priorities increasingly align with sustainability goals, more 

Indian companies are expected to embrace ESG-Pay frameworks. This adoption will 

not only align executive incentives with long-term value creation but also position 

Indian businesses as competitive players in the global sustainability arena. 

Top-Level Executive Compensation and ESG Metrics 

The link between executive compensation to ESG performance remains a significant 

trend in ESG-pay in India. Indian companies, especially those forming part of leading 

indices such as the Nifty 100 ESG Index, are increasingly aligning compensation for 

top executives with their companies' ESG performance. This pretends a rising 

realization that executives must be incentivized not only by financial metrics but also 

based on their contribution to environmental, social, and governance factors. 

 Rath conducted an empirical analysis of the relation between firm performance and 

pay for performance in Indian companies with outstanding ESG performance. The 

result show that stock returns have a positive and significant influence on executive 

compensation; hence, the higher the performance of stock, the higher the 

compensation. In addition, accounting-based measures of performance such as ROE 

have shown to be negatively significant with executive remuneration. This suggests 

that, while market performance is rewarded, traditional accounting measures of 

profitability may not align with compensation in firms with a strong focus on ESG (Rath, 

2021).  

This indicates that through subtle shifts, ESG performance measures, especially 

stock-based performance measures, have begun to be used to frame executive 

compensation. It has been observed in this paper that while there is a reasonable 

improvement in linking compensation with ESG, a more significant improvement is 

warranted if a balance between different elements of ESG metrics, namely, social and 

environmental performances apart from financial outcomes, needs to be achieved. 
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Impact of ESG Ratings on Stock Performance 

Empirical studies in India have explored how Environmental, Social, and Governance 

(ESG) ratings correlate with stock market performance. An important facet of ESG-

linked pay is the growing trend of tying executive compensation for enhancements in 

their firm’s ESG scores. In turn these improvements influence stock performance. This 

trend reflects the priorities of investors who increasingly value firms committed to 

ethical and sustainable business practices. 

A detailed analysis conducted by Yadav and Behera assessed the influence of ESG 

ratings on the stock performance of Indian companies over five years (2017–2022). 

Their findings revealed that firms achieving enhanced ESG ratings recorded an 

average monthly positive abnormal return of 0.7%, signifying increasing market 

recognition for sustainability-oriented practices. Conversely, a decline in ESG ratings 

results in a notable decrease in stock returns, averaging 1.7% per month. This adverse 

outcome highlights the critical role of upholding strong ESG standards in India to 

mitigate financial underperformance risks (Yadav & Behera, 2023). 

Considering executive compensation, the connection between ESG ratings and stock 

performance has prompted organizations to embed ESG performance criteria into 

their compensation structures. Executives leading firms that show advancements in 

ESG performance, reflected by rising stock prices, are frequently rewarded with 

increased pay. This approach mirrors global trends, where ESG-focused pay 

incentives are progressively tied to stock market results. 

Table 10: ESG and Financial Metrics in Indian Companies (Nifty 100 Companies)  

This table highlights the performance disparity between Indian companies with strong 

and weak ESG scores, emphasizing the financial and operational benefits of robust 

ESG practices. 

Insert Table 10 here 

Indian firms with strong ESG scores outperform their lower-rated counterparts in key 

areas. High ESG firms achieve a 7.5% ROA and 12.3% annual stock returns, 

compared to 5.2% ROA and 8.4% returns for low ESG firms. They also show reduced 
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carbon emissions, stronger governance ratings (8.2/10 vs. 6.1/10), and better diversity 

and inclusion (DEI) practices. This highlights the financial and reputational benefits of 

robust ESG performance among Indian Nifty 100 companies. 

Table 11: ESG-Pay and Financial Outcomes (India-Specific Data)  

This table compares financial and organizational outcomes between ESG-Pay 

adopters and non-adopters in India, demonstrating the advantages of integrating ESG 

metrics into executive compensation. 

Insert Table 11 here 

Indian companies implementing ESG-linked pay frameworks outperform non-adopters 

in financial and organizational metrics. ESG-pay adopters report higher CEO 

compensation (INR 1.2 Cr vs. INR 0.9 Cr) and a 0.7% monthly stock return increase, 

while non-adopters show no notable stock return correlation. Additionally, ESG-pay 

firms achieve a superior Return on Equity (ROE) of 15.6% compared to 12.1% for non-

adopters and boast higher employee retention rates (85% vs. 78%). These findings 

underscore the advantages of aligning executive compensation with ESG metrics. 

Table 12: ESG-Linked Compensation in Indian Companies (2021-2023)  

This table provides examples of leading Indian companies that have integrated ESG 

metrics into executive pay, detailing their primary ESG focus and resulting financial 

performance. 

Insert Table 12 here 

Indian companies are increasingly integrating ESG metrics into executive 

compensation, emphasizing sustainability and corporate responsibility. For instance, 

Tata Steel links 15% of CEO pay to carbon reduction, achieving a 7.5% ROA and 10% 

annual stock return. Reliance Industries ties 12% to renewable energy efforts, 

reporting an 8.3% ROA and 9% stock performance. Infosys leads with 18% ESG-

linked pay for digital sustainability and DEI goals, delivering a 10.1% ROA and 11% 

stock growth. Wipro allocates 17% to employee welfare and DEI, achieving a 9.0% 

ROA and 8% stock return. Mahindra & Mahindra connects 12% to climate impact and 

governance, yielding a 6.8% ROA and 7% stock performance. These strategies 

TANZ(ISSN NO: 1869-7720)VOL20 ISSUE1 2025

PAGE N0: 50



underscore the financial and organizational benefits of ESG-driven executive pay 

frameworks. 

ESG and Firm Performance 

An essential factor influencing ESG-linked pay in India is the connection between ESG 

practices and firm performance. Evidence increasingly shows that companies with 

robust ESG practices achieve better long-term financial results. This linkage drives the 

adoption of ESG metrics in executive compensation frameworks. 

Maji and Lohia's study analyzed 222 Indian firms using CRISIL ESG scores to evaluate 

ESG performance against metrics like Return on Assets (ROA) and stock 

performance. The research found that firms excelling in governance and social 

dimensions outperformed peers financially. The study also noted that ESG's impact 

became more significant at higher levels of firm performance, with companies 

demonstrating stronger ESG practices achieving greater profitability (Maji & Lohia, 

2022). This positive relationship is fuelling the integration of ESG criteria into executive 

pay in India. 

Financial Sustainability in Nifty 100 Companies 

ESG-linked pay in India plays a critical role in advancing financial sustainability goals. 

The Securities and Exchange Board of India (SEBI) has reinforced this by requiring 

listed companies to disclose business responsibility and sustainability reports, 

emphasizing the importance of ESG in corporate governance. Kakri's study, which 

analyzed Nifty 100 companies from 2014 to 2020, revealed that governance and social 

responsibility significantly enhance financial sustainability. Companies with robust 

ESG practices, particularly in governance and social dimensions, performed better in 

liquidity, capital structure, and Return on Assets (ROA). However, environmental 

factors negatively impacted financial sustainability, highlighting ongoing challenges in 

integrating environmental initiatives into business strategies (Kakri, 2023). 

These insights demonstrate how ESG-pay aligns executive incentives with 

sustainability objectives. By linking compensation to governance and social 

responsibility, Indian firms are fostering long-term financial resilience and 

sustainability. 
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CHALLENGES IN ESG-PAY ADOPTION IN INDIA 

Lack of Standardized ESG Metrics 

A major obstacle to the implementation of ESG-pay in India is the absence of 

standardized metrics for assessing ESG performance. In contrast to financial metrics, 

which are typically quantitative, ESG factors tend to be qualitative, complicating the 

uniform measurement of their influence on corporate performance. The varied 

adoption of ESG reporting frameworks by different companies results in discrepancies 

in the evaluation of ESG performance. 

A research investigation into Indian corporations revealed that governance and social 

criteria were assessed with greater emphasis compared to environmental aspects, 

which were frequently overlooked (Maji & Lohia, 2022). The insufficient emphasis on 

environmental performance obstructs the comprehensive incorporation of ESG criteria 

into compensation frameworks, resulting in a disparity in the assessment of executive 

remuneration in relation to ESG accomplishments. 

Challenges in Linking ESG to Financial Performance 

A significant challenge in India pertains to the ambiguity surrounding the relationship 

between ESG performance and financial outcomes. Although international studies 

indicate that companies with superior ESG practices tend to demonstrate enhanced 

financial performance, this relationship appears to be less definitive within the Indian 

context. Research conducted on Nifty 100 companies indicated that while governance 

and social responsibility positively affected financial sustainability, environmental 

factors were found to adversely impact firm liquidity and Return on Assets (ROA) 

(Kakri, 2023). The tenuous connection between environmental performance and 

financial results complicates the ability of firms to rationalize linking executive 

compensation to ESG metrics, particularly in sectors where the expenses associated 

with environmental compliance are significant. 

Investor Perception and Market Sensitivity 

Indian investors have traditionally prioritized financial returns over non-financial 

indicators such as ESG criteria. Although there is a rising awareness among investors 
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regarding ESG matters, a considerable segment of the market continues to regard 

ESG as subordinate to financial outcomes. Research examining the stock 

performance of Indian firms with elevated ESG ratings revealed that stock returns 

experienced a modest increase of only 0.7% per month after enhancements in ESG 

scores, whereas a decline in ESG ratings resulted in a more pronounced decrease of 

1.7% in stock prices (Yadav & Behera, 2023). The disparity in market responsiveness 

to favourable compared to unfavourable ESG performance indicates that the Indian 

market has not yet achieved full alignment with ESG principles. This misalignment 

may discourage companies from incorporating ESG metrics into their executive 

compensation structures. 

Regulatory Complexity 

The Securities and Exchange Board of India (SEBI) has mandated Business 

Responsibility and Sustainability Reporting (BRSR) for publicly listed companies; 

however, the regulatory environment continues to be intricate. Numerous companies 

are still grappling with the initial phases of comprehending compliance requirements, 

and the absence of explicit directives on correlating ESG performance with executive 

remuneration exacerbates the uncertainty. Additionally, the dynamic character of ESG 

regulations in India necessitates that companies frequently modify their reporting 

methodologies, thereby complicating the establishment of ESG-linked compensation 

frameworks. 

Opportunities in ESG-Pay in India 

Growing Investor Demand for ESG Integration 

Investor interest in ESG criteria is on the rise in India, despite existing challenges. The 

establishment of ESG indices, including the Nifty 100 ESG Index, has facilitated the 

identification of companies that exhibit robust ESG practices. As institutional investors 

and international funds increasingly emphasize ESG considerations, Indian 

companies are incentivized to incorporate ESG metrics into their executive 

compensation structures. Organizations that effectively showcase their dedication to 

sustainability are better positioned to draw investment from global investors, who are 

progressively prioritizing ESG factors in their decision-making processes. 
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Research indicates that organizations with superior ESG ratings exhibit greater 

resilience in the face of economic disruptions. A notable instance is the COVID-19 

pandemic, during which firms demonstrating robust ESG practices achieved better 

financial performance compared to their counterparts, resulting in elevated stock 

prices (Rath, 2021). This trend implies that as the market increasingly favours ESG-

aligned companies, a growing number of Indian firms are likely to incorporate ESG-

related pay into their compensation frameworks. 

Long-Term Financial Sustainability 

Firms that incorporate ESG criteria into their compensation frameworks are poised to 

achieve enhanced long-term financial viability. As international regulatory standards 

concerning ESG become increasingly stringent, Indian enterprises that take the 

initiative to embed ESG metrics within their operational strategies and executive 

remuneration will be more adept at managing forthcoming regulatory hurdles. This is 

especially pertinent in sectors like manufacturing and energy, where it is anticipated 

that environmental regulations will intensify. 

Research conducted by Kakri indicates that Indian firms exhibiting robust governance 

and social responsibility practices tend to achieve superior long-term financial results, 

characterized by enhanced return on assets (ROA) and liquidity ratios. By aligning 

executive remuneration with these environmental, social, and governance (ESG) 

factors, Indian corporations can foster sustainability and simultaneously strengthen 

their financial stability (Kakri, 2023). 

Attracting and Retaining Talent 

The incorporation of ESG metrics into executive remuneration presents Indian firms 

with a strategic advantage in attracting and retaining high-calibre talent. A growing 

number of younger executives and employees prioritize sustainability and social 

responsibility as integral components of a company's mission. By linking 

compensation to ESG objectives, organizations can motivate their leaders to prioritize 

long-term sustainability while simultaneously enhancing their appeal as attractive 

employers in a competitive labour market. 
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Global Competitiveness 

As India increasingly integrates into the global economy, firms that adhere to 

international ESG standards are likely to enhance their competitiveness in the global 

marketplace. Investors from Europe and North America, in particular, prioritize ESG 

performance, and companies that exhibit a strong commitment to these principles will 

enjoy improved access to international capital markets. This scenario presents a 

substantial opportunity for Indian enterprises to align executive remuneration with ESG 

criteria, thereby attracting foreign investment. 

Conclusion  

The adoption of ESG-linked executive compensation (ESG-Pay) reflects a significant 

transformation in corporate governance globally. This practice ties executive 

remuneration to measurable ESG objectives, aiming to align leadership incentives with 

long-term sustainability goals. The trend has gained strong momentum in regions like 

Europe, where regulatory frameworks drive 93% adoption, focusing on climate change 

and governance. In contrast, the U.S., with 76% adoption, emphasizes diversity, 

equity, and inclusion. Indian corporations lag significantly, with only 20–30% adoption 

due to regulatory gaps, inconsistent ESG metrics, and a short-term focus among 

investors. Despite these challenges, pioneers like Infosys and Tata Steel demonstrate 

that integrating ESG metrics into executive pay can lead to superior financial 

outcomes, including higher stock returns and improved operational stability. Globally, 

firms employing ESG-Pay show enhanced financial resilience, as evidenced by higher 

ROE, robust stock performance, and better employee retention. Overcoming 

challenges in India will require regulatory clarity, standardized ESG metrics, and 

enhanced corporate capacity to implement ESG-Pay frameworks effectively. By 

addressing these barriers, India stands to leverage ESG-Pay not only to align 

executive incentives with sustainability but also to foster long-term corporate value 

creation and global competitiveness. 
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Tables 

 

Table 1: Global Adoption of ESG-Pay (Regional Analysis)  

Region 
ESG-Pay 

Adoption (%) 
Key ESG Focus Main Challenges 

Europe 93% 
Climate Change, 

Corporate Governance 
Regulatory pressure 

North 

America 

(U.S.) 

76% 
Diversity, Equity, and 

Inclusion (DEI) 

Lack of regulatory 

mandates 

Asia-Pacific 65% 

Environmental 

Performance, 

Governance 

Variability in adoption 

(e.g., Australia, Japan) 

Latin 

America 
~35% Social &Environmental  

Limited ESG data 

availability 
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India ~20% 
Environmental Goals 

(Early Stage) 

Lack of standard ESG 

metrics, regulatory 

inertia 

Source: WTW Global Report on ESG-Pay Adoption, 2022   

Table 2: ESG Performance and Firm Financial Performance  

Region 
ESG Impact on Financial 

Performance 
                       Key Findings 

Europe 
Positive impact on ROA 

and stock performance 

Companies with strong ESG focus 

outperform peers by 10%-15% in stock 

market performance 

U.S. 
Positive impact in 

governance and diversity 

ESG-Pay linked firms show a 12% higher 

environmental performance and 9% higher 

governance rating 

India 
Moderate positive impact 

on stock returns 

Companies with improved ESG scores saw a 

0.7% increase in monthly stock returns 

China 
Strong positive impact on 

firm value 

ESG performance leads to better market 

valuation in industries with policy intervention 

(e.g., energy) 

ASEAN 

Countries 

Positive impact on market 

performance 

ESG reporting significantly improved both 

operational and market performance 

Source: Global ESG and Firm Performance Study, 2023 

Table 3: ESG-Pay Adoption by Industry    

Industry 
ESG-Pay 

Adoption (%) 

Focus of ESG 

Metrics 
Challenges in Adoption 

Energy & 

Utilities 
80% 

Carbon Emissions, 

Renewable Energy 

High cost of compliance, 

carbon regulations 
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Financial 

Services 
70% 

Governance, Ethical 

Standards 

Balancing ESG metrics 

with traditional financial 

goals 

Consumer 

Goods 
60% 

Supply Chain Ethics, 

Employee Welfare 

Measuring social and 

governance performance 

Technology 55% 
Diversity & Inclusion, 

Governance 

Lack of standardized 

ESG metrics 

Manufacturing 45% 
Environmental 

Efficiency 

Integrating environmental 

sustainability with costs 

Source: WTW Global Industry Report on ESG-Linked Executive Compensation, 2022 

Table 4: ESG-Pay Adoption in Global S&P 500 Companies (2022)  

Company 

ESG-Pay 

Adoption 

(%) 

Primary ESG Focus 
Impact on Executive 

Compensation 

Apple Inc. 100% 
Environmental Goals, 

Carbon Neutrality 

CEO compensation linked to 

carbon footprint reduction (10% 

bonus linked to ESG) 

Microsoft 90% 
Social Goals, Diversity 

& Inclusion 

Executive bonuses tied to 

achieving DEI targets (15% 

bonus) 

JPMorgan 

Chase 
85% 

Governance, Ethical 

Practices 

Board governance score 

directly affects executive pay (5-

10% impact) 

ExxonMobil 60% 
Environmental, 

Governance 

Linked ESG performance to 

emission reduction goals (8% 

impact on bonuses) 

Procter & 

Gamble 
75% 

Social Responsibility, 

Supply Chain Ethics 
Executive bonuses tied to 

ethical supply chain 
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management (5-7%) 

Source: WTW Global Executive Compensation Report, 2022 

Table 5: Firm Financial Performance and ESG Ratings in Fortune 500 Companies 

(2021-2023)  

Company 
ESG 

Score 

Return on 

Assets 

(ROA) 

Stock 

Performance 

(Annual) 

Key ESG Initiatives 

Tesla 92/100 13.5% +22% 

Carbon emission 

reduction, renewable 

energy focus 

Alphabet 

(Google) 
88/100 10.3% +18% 

Data privacy, digital 

sustainability 

Coca-Cola 75/100 9.2% +12% 
Water sustainability, 

supply chain ethics 

Intel 82/100 8.5% +9% 
DEI initiatives, energy-

efficient manufacturing 

Goldman 

Sachs 
77/100 6.7% +11% 

Governance, ethical 

investment practices 

Source: ESG Ratings and Financial Impact Analysis, 2023 

Table 6: ESG Performance and Executive Compensation in Energy Companies 

(2021-2022)   

Company 

ESG-Pay 

Linked 

(%) 

Primary ESG 

Focus 

Impact on CEO 

Compensation 

ROE 

(Return 

on 

Equity) 

BP (British 

Petroleum) 
85% 

Carbon 

Reduction, 

Renewable 

Energy 

20% bonus tied to 

meeting carbon 

emission goals 

11.4% 
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Shell 75% 

Carbon Neutrality, 

Renewable 

Energy 

CEO compensation 

tied to ESG targets 

(15% bonus) 

10.2% 

Total 

Energies 
80% 

Renewable 

Energy, 

Governance 

18% of executive pay 

linked to carbon goals 
9.8% 

Chevron 70% 
Carbon Emission 

Reduction 

10% of bonuses tied 

to emission reduction 
8.7% 

Enel 90% 

Renewable 

Energy, Social 

Responsibility 

CEO pay adjusted 

based on renewable 

projects (20%) 

13.1% 

Source: Global Energy Sector ESG-Pay and Financial Performance Study, 2022  

Table 7: ESG Performance and Firm Value in U.S. Financial Services Firms (2020-

2023)  

Company 
ESG 

Score 

Impact on CEO 

Compensation 

(%) 

Key ESG 

Initiative 

Stock 

Return 

ROE 

(Return 

on 

Equity) 

Bank of 

America 
86/100 20% 

Ethical Lending, 

Governance 

Practices 

+15% 9.2% 

Citigroup 83/100 18% 

DEI Initiatives, 

Green 

Investments 

+14% 10.5% 

Morgan 

Stanley 
81/100 17% 

Climate Risk 

Management 
+13% 8.8% 

Wells 

Fargo 
80/100 16% 

Ethical Banking 

Practices 
+12% 7.6% 

Goldman 

Sachs 
77/100 15% 

Green Bonds, 

Governance 

Reform 

+11% 8.5% 

Source: U.S. Financial Sector ESG and Compensation Analysis, 2023 
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Table 8: ESG Metrics Impact on Firm Financial Sustainability in European 

Companies (2020-2023) 

Company 
ESG 

Score 

CEO 

Compensation 

Linked to ESG 

(%) 

Key ESG Focus 

ROA 

(Return 

on 

Assets) 

Stock 

Return 

(Annual) 

Siemens 92/100 25% 
Climate Change, 

Renewable Energy 
12.3% +20% 

Volkswagen 88/100 22% 
Carbon Neutrality, 

Governance 
11.8% +18% 

Unilever 89/100 20% 

Social 

Responsibility, 

Supply Chain 

10.2% +17% 

Nestlé 87/100 19% 
Governance, Social 

Responsibility 
9.7% +16% 

BMW 85/100 18% 
Environmental 

Performance, DEI 
10.0% +15% 

Source: European ESG and Corporate Performance Study, 2023 

Table 9: ESG and Financial Performance in ASEAN Companies (2019-2023) 

Company 
ESG 

Score 

CEO 

Compensation 

Linked to ESG 

(%) 

Key ESG 

Metric 

ROA 

(Return 

on 

Assets) 

Stock 

Performance 

(Annual) 

Singapore 

Airlines 
82/100 18% 

Carbon 

Neutrality, 

Green 

Initiatives 

9.2% +11% 

Petronas 

(Malaysia) 
80/100 15% 

Renewable 

Energy 

Initiatives 

8.7% +10% 
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Ayala 

Corporation 

(Philippines) 

78/100 14% 

Governance, 

Ethical 

Business 

Practices 

8.1% +9% 

Siam 

Cement 

(Thailand) 

75/100 12% 

Waste 

Management, 

Corporate 

Governance 

7.9% +8% 

Vietcombank 

(Vietnam) 
74/100 10% 

DEI, 

Governance 
7.5% +7% 

Source: ASEAN ESG and Firm Financial Performance Report, 2023 

Table 10: ESG and Financial Metrics in Indian Companies (Nifty 100 Companies)   

Metric 
Firms with Strong ESG 

Scores 

Firms with Weak ESG 

Scores 

Return on Assets 

(ROA) 
7.5% 5.2% 

Stock Return (Annual) 12.3% 8.4% 

Environmental Impact Reduced Carbon Emissions Higher Carbon Emissions 

Governance Rating 8.2/10 6.1/10 

Social Responsibility High (Diversity & Inclusion) 
Moderate (Limited DEI 

focus) 

Source: CRISIL ESG Report on Nifty 100 Companies, 2023 

Table 11: ESG-Pay and Financial Outcomes (India-Specific Data)  

Metric 
ESG-Pay Adopters 

(India) 

Non-ESG-Pay Adopters 

(India) 

Average CEO 

Compensation 
INR 1.2 Cr INR 0.9 Cr 

Stock Return Impact +0.7% monthly No significant correlation 

ROE (Return on Equity) 15.6% 12.1% 

Employee Retention Rate 85% 78% 

Source: Rath, Yadav, and Behera (2023) Study on ESG-Pay in India 

TANZ(ISSN NO: 1869-7720)VOL20 ISSUE1 2025

PAGE N0: 65



Table 12: ESG-Linked Compensation in Indian Companies (2021-2023)  

Company 
ESG 

Score 

CEO 

Compensation 

Linked to ESG 

(%) 

Primary ESG 

Metric 

Stock 

Performance 

(Annual) 

ROA 

(Return 

on 

Assets) 

Tata Steel 78/100 15% 

Carbon 

Emission 

Reduction 

+10% 7.5% 

Reliance 

Industries 
80/100 12% 

Renewable 

Energy 

Initiatives 

+9% 8.3% 

Infosys 85/100 18% 

Digital 

Sustainability, 

DEI 

+11% 10.1% 

Wipro 82/100 17% 
Employee 

Welfare, DEI 
+8% 9.0% 

Mahindra 

& 

Mahindra 

76/100 12% 

Climate 

Impact, 

Corporate 

Governance 

+7% 6.8% 

Source: CRISIL ESG and Financial Performance Study, 2023 
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