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ABSTRACT

This chapter explores the integration of Environmental, Social, and Governance
(ESG) principles into legal and financial frameworks to promote sustainable de-
velopment, focusing on Kerala, India. Drawing on qualitative insights and policy
analysis, it examines Kerala’s decentralized governance model, legal mandates,
and financial strategies supporting ESG adoption. It highlights mechanisms such
as green finance legislation, ESG-based credit ratings, and sustainable investment
practices. Challenges such as non-standardized ESG metrics and risks of green-
washing are identified alongside opportunities for digital innovation and regula-
tory reform. The chapter contributes both theoretical depth and practical tools for
subnational ESG implementation, offering guidance for policymakers, academics,
and financial institutions.
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INTRODUCTION

Sustainable development has evolved from a peripheral discourse to a central tenet
guiding economic policymaking, environmental planning, and corporate governance
worldwide. At the intersection of these domains lies the growing prominence of
Environmental, Social, and Governance (ESG) frameworks. These principles provide
a comprehensive lens through which sustainability risks and opportunities can be
integrated into decision-making at both macroeconomic and microeconomic levels
(Eccles et al., 2014a). The ESG paradigm, originally popularized by the investment
community, has now become a cornerstone of public policy, regulatory innovation,
and developmental finance (Schoenmaker & Schramade, 2019).

ESG frameworks represent a strategic evolution from earlier concepts like Cor-
porate Social Responsibility (CSR), moving beyond philanthropy to measurable
risk mitigation and value creation. Institutions like the United Nations Principles
for Responsible Investment (UN PRI), the World Bank, and the European Union
have codified ESG into investment mandates, regulatory standards, and disclosure
requirements. This shift has global implications, influencing how governments,
businesses, and civil society understand and operate sustainability.

Table 1 provides a comparative overview of three key frameworks: Corporate
Social Responsibility (CSR), Environmental, Social, and Governance (ESG), and
Sustainable Development Goals (SDGs). It highlights the focus areas, key actors
involved, and accountability tools for each framework. CSR focuses on voluntary
social initiatives involving corporates and NGOs, with accountability through re-
ports and social audits. ESG encompasses environmental, social, and governance
aspects, involving investors, regulators, and firms, with accountability through
ratings, metrics, and regulatory filings. SDGs focus on global development goals,
involving governments, the UN, and multilaterals, with accountability through
national reviews and indicators

Table 1. Comparative overview of CSR, ESG, and SDG frameworks

Framework

Focus Area

Key Actors Involved

Accountability Tools

multilaterals

CSR Voluntary social initiatives Corporates, NGOs Reports, social audits

ESG Environmental, social, Investors, regulators, firms Ratings, metrics, regulatory
governance filings

SDGs Global development goals Governments, UN, National reviews, indicators

Source: Compiled by the author.
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