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Abstract: 

Environmental, social, and governance (ESG) policies have replaced corporate social 

responsibility (CSR), signaling a dramatic change in how businesses view sustainability and the 

impact they have on society. Traditionally centered on charitable giving and voluntary work, 

corporate social responsibility (CSR) sometimes lacks quantifiable results and long-term 

strategic alignment. ESG, on the other hand, is a thorough, data-driven approach that focuses on 

risk management and long-term wealth creation while addressing environmental stewardship, 

social equality, and corporate governance. In order to remain competitive and resilient in a 

business environment that is changing quickly, organizations are increasingly implementing ESG 

principles as stakeholders, such as investors, regulators, and consumers, want greater 

accountability. Companies must incorporate sustainability into their fundamental business 

strategy, establish specific objectives and quantifiable measures, and promote transparency and 

stakeholder participation in order to transition from CSR to ESG. Integrating ESG into corporate 

strategy, using technology to make data-driven decisions, putting in place robust governance 

frameworks, and adjusting to changing rules are all examples of best practices for managing this 

shift. Furthermore, encouraging an ESG-aware culture within the company guarantees that 

workers share the ideals and objectives of the business. By adopting ESG, businesses may reduce 

risks, foster innovation, increase trust, and produce long-term benefits for society and 

stakeholders. 
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Introduction: 

The way that businesses approach sustainability, accountability, and long-term value generation 

has changed significantly in recent years. Historically, businesses have mostly used Corporate 

Social Responsibility (CSR) as a framework for community support, environmental stewardship, 

and charitable endeavors. Even though CSR programs were beneficial, they were frequently 

optional, transient, and unrelated to a company's main business functions. Environmental, Social, 

and Governance (ESG) is a more thorough, data-driven approach that incorporates these 

important areas into a business's long-term performance and strategy. Corporate behavior has 

undergone a significant change with the transition from CSR to ESG. Beyond charity, ESG 

focuses on how companies handle possibilities and risks associated with social justice, 

environmental sustainability, and governance procedures. ESG considerations are becoming 

more and more important to a business's long-term survival and financial performance. 

Businesses that portray themselves as good corporate citizens are now being held to higher 

standards of responsibility, transparency, and quantifiable results by regulators, investors, and 

customers.  

ESG incorporates quantifiable measurements that have a direct influence on the bottom line, in 

contrast to CSR, which frequently functions as a stand-alone endeavor to improve a company's 

public image. While customers and employees are increasingly preferring ethical, socially 

responsible, and environmentally conscientious products, investors utilize ESG data to assess the 

sustainability and risk profile of businesses. This change offers businesses both possibilities and 

challenges: a chance to reduce long-term risks, meet changing stakeholder expectations, and 

advance social well-being. The changeover from CSR to ESG, the main distinctions between 

these two frameworks, and best practices for businesses looking to make this transfer 

successfully. Businesses may make a beneficial impact on the world and maintain their 

competitiveness by knowing how to implement ESG principles. 

Objectives 

1. To study key differences between CSR and ESG 

2. To learn the best practices for Transitioning from CSR to ESG 

3. To study the ESG and CSR based theories 

Review of Literature 

Annesi,N et al (2024) investigated how businesses adapt to social and environmental demands 

by creating a comprehensive ESG governance framework. Stakeholder dynamics were 

investigated in the sugar business using an action research methodology. The Board was directed 

by a sustainability strategy in controlling institutional challenges and bringing governance into 

compliance with worldwide ESG standards, according to the findings. 

Passas, I (2024) studied the transition in North America and Europe from Corporate Social 

Responsibility (CSR) to ESG and ESG 2.0. It examined how investor demands, societal 

expectations, and regulatory pressures all contributed to this change. The results demonstrated 
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how businesses proactively used sustainability to solve global issues and raise long-term 

shareholder value. 

Kandpal, V, et al (2024) studied the development of CSR and ESG, emphasizing how moral 

goals and measurable measures overlap. It examined issues such as uniformity and greenwashing 

as it examined the transition from philanthropy to organized sustainability reporting. The results 

highlighted how stakeholder expectations and legal requirements molded companies into ethical 

international organizations. 

Netsevych,N (2024) examined the complimentary roles that CSR and ESG play in promoting 

sustainable corporate operations. It looked at how judicial decisions, legislative actions, and 

regulatory activities have shaped their application. Incorporating CSR and ESG into corporate 

governance improved decision-making, reduced legal risks, and increased stakeholder value and 

long-term sustainability, according to the findings. 

What is CSR? 

Corporate Social Responsibility (CSR) refers to a business's voluntary decision to behave 

morally and responsibly toward society in addition to its legal and regulatory responsibilities. 

CSR frequently focuses on environmental preservation, employee well-being, community 

engagement, charitable giving, and ethical supply chain management.  

Companies usually participate in CSR initiatives to improve their public perception, draw in top 

talent, and cultivate a good rapport with stakeholders. 

 

Key CSR activities might include: 

• Contributions to nonprofit organizations and charities 

• Volunteering opportunities for employees 

• Supporting neighbourhood projects or events 

• • Practices for environmental sustainability, such as recycling and waste reduction 

CSR frequently entails projects that are in line with the goals and values of the organization, 

but these endeavours are not usually incorporated into the main business plan of the 

organization or evaluated using concrete, long-term indicators. 

What is ESG? 

Environmental, Social, and Governance (ESG) refers to the set of criteria that businesses use to 

assess their effects on society and sustainability in three important areas: governance, social 

justice, and environmental responsibility. ESG is a data-driven, quantifiable approach that is 

integrated into a company's long-term strategy, in contrast to CSR, which is primarily voluntary 

and charitable. Investors and stakeholders are increasingly evaluating how businesses handle 

risks and opportunities in these areas using ESG. 

https://link.springer.com/chapter/10.1007/978-3-031-52943-6_8#auth-Vinay-Kandpal
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The three pillars of ESG include: 

1. Environmental (E): This focuses on the environmental impact of a business, including 

its initiatives to lower energy use, trash generation, carbon emissions, and its total 

environmental footprint. 

Examples include: 

o Reducing greenhouse gas emissions 

o Implementing renewable energy solutions 

o Promoting sustainable resource management 

2. Social (S): This pillar focuses on how a business affects society, particularly its 

interactions with communities, suppliers, customers, and employees. 

Examples include: 

o Promoting diversity and inclusion in the workplace 

o Ensuring fair labor practices and human rights in the supply chain 

o Supporting community development and education initiatives 

3. Governance (G): Governance pertains to the framework and procedures that guarantee a 

business is run morally, openly, and with the interests of stakeholders and shareholders in 

mind. 

Examples include: 

o Having a diverse and independent board of directors 

o Ensuring transparency in financial reporting and corporate actions 

o Enforcing strong anti-corruption and anti-bribery policies 

Key Differences Between CSR and ESG 

While CSR and ESG are both centered around promoting positive societal impact, they differ in 

several important ways: 

1. Focus and Scope: 

• CSR frequently centers on charitable and volunteer endeavors that complement a 

corporation's principles but aren't always immediately related to its main commercial  

plan. 
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• ESG is a strategic framework that is incorporated into the business's operations, risk 

control, and long-term objectives. It tackles the governance, social, and environmental 

aspects that have an impact on the business's bottom line. 

2. Measurement and Accountability: 

• CSR programs are frequently qualitative in nature and could not have quantifiable results 

or formal reporting requirements. 

• ESG practices are data-driven, and in order to prove their commitment, businesses must 

produce verifiable, measurable results. Additionally, there is a growing correlation 

between ESG performance and operational and financial KPIs. 

3. Stakeholder Focus: 

• CSR frequently highlights connections with customers, workers, and local communities. 

It is frequently viewed as a means for businesses to improve their reputation and give 

back. 

• However, ESG considers all parties involved, including consumers, investors, and 

regulators. ESG variables have a direct impact on shareholder value and access to capital 

since investors use ESG metrics to evaluate a company's long-term sustainability and risk 

profile. 

4. Long-Term vs Short-Term: 

• CSR programs are often short-term initiatives or one-off campaigns that may not always 

be part of a long-term strategy. 

• ESG, however, is part of a company’s long-term vision, involving continuous monitoring 

and improvement. It is aimed at creating long-term value by managing risks and 

capitalizing on opportunities related to environmental, social, and governance issues. 

The Shift from CSR to ESG 

The change from CSR to ESG is indicative of a more general change in how businesses view 

their social responsibility. As global issues including social inequality, climate change, and 

corporate governance scandals continue to garner media attention, stakeholders are calling for 

greater openness and accountability. Businesses must embrace a holistic ESG approach that 

complements their overarching business plan since they can no longer afford to treat CSR as a 

collection of discrete initiatives. Investors, who are increasingly taking ESG factors into account 

when making investment decisions, are also driving this change.  

Businesses now have a stronger commercial case to adopt ESG practices thanks to the growth of 

ESG-focused investing, which includes impact, sustainable, and socially responsible investing. 

In order to effectively measure, report, and enhance their performance in these crucial areas, 

businesses that previously concentrated on CSR initiatives are increasingly using ESG 
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frameworks. Additionally, this transition aids businesses in better anticipating and reducing long-

term risks like resource shortages, regulatory changes, and reputational harm. 

CSR & ESG based theories 

Stakeholder Theory (Freeman, 1984)  

• CSR: urges businesses to consider not only profit but also the interests of other 

stakeholders, such as the environment, employees, and society. 

• ESG: provides a framework for understanding the importance of environmental and 

social governance in decision-making, guaranteeing that corporate operations are in 

accordance with stakeholder needs. 

Triple Bottom Line (Elkington, 1994)  

• CSR: It is closely related to CSR ideals by focusing on people, the environment, and 

profit—all of which are crucial elements of moral corporate conduct. 

• ESG: supports the integration of environmental, social, and governance factors into 

corporate performance metrics, which in turn pushes companies to include these factors 

into their long-term strategy. 

Institutional Theory (DiMaggio & Powell, 1983)  

• CSR: describes how businesses might adopt socially conscious practices in response to 

societal expectations and conventions, sometimes in an attempt to gain legitimacy. 

• ESG: Institutional pressures like industry standards or laws force organizations to 

address environmental and social challenges and maintain their legitimacy by 

implementing formal ESG frameworks. 

Shared Value Theory (Porter & Kramer, 2011)  

• CSR: suggests that businesses should address social issues and pursue profitability to 

create shared value, which aligns with CSR's broader ethical goals. 

• ESG: firmly believes that by integrating ESG issues into their business planning, 

companies can both generate money and enhance societal conditions. 

 

 

Legitimacy Theory (Suchman, 1995)  

• CSR: By bringing their actions into line with social norms, organizations use CSR 

practices to establish and preserve legitimacy. 
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• ESG: Businesses employ ESG reporting and procedures to ensure that they are perceived 

as moral, open, and accountable, in accordance with the values of stakeholders and the 

general public. 

 

 

 

 

Best Practices for Companies Navigating CSR to ESG 

 

 

 

 

 

 

 

 

Source: Constructed by the Researcher 

 

Integrate ESG into Core Strategy 

Companies need to move beyond discrete CSR projects to incorporating Environmental, Social, 

and Governance (ESG) concepts into strategic decision-making and corporate governance. This 

necessitates coordinating ESG with risk mitigation, value generation, and long-term company 

goals. ESG integration must be spearheaded by boardrooms and executive leadership, 
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guaranteeing that sustainability is a core company focus rather than a side issue. Businesses that 

incorporate ESG into their main strategy encourage innovation, resilience, and stakeholder trust.  

Businesses may improve competitive advantage, reduce risks, and benefit society and the 

environment by making ESG a strategic imperative. 

 

Adopt Standardized ESG Metrics 

To ensure consistency and comparability, organizations should follow global ESG reporting 

frameworks such as Global Reporting Initiative (GRI), Sustainability Accounting Standards 

Board (SASB), Task Force on Climate-related Financial Disclosures (TCFD), and the United 

Nations Sustainable Development Goals (UN SDGs). 

Standardized ESG metrics help companies measure, track, and report their sustainability 

performance effectively. Adopting these frameworks enhances credibility, facilitates investor 

confidence, and aligns business operations with internationally recognized benchmarks. By 

leveraging standardized ESG metrics, businesses can improve transparency, benchmark progress, 

and ensure that sustainability initiatives align with global best practices and stakeholder 

expectations. 

Enhance ESG Reporting & Transparency 

To gain the trust of stakeholders and draw in ethical investments, regular and transparent ESG 

reporting is essential. Through investor communications, regulatory filings, and yearly 

sustainability reports, businesses should share their ESG performance, difficulties, and 

advancements. Transparent ESG reporting reduces the possibility of greenwashing, promotes 

accountability, and improves a company's reputation. Credibility is increased by using third-

party audits and established reporting standards. Businesses show their dedication to ethical 

governance, regulatory compliance, and sustainable development by publicly disclosing their 

ESG performance. Transparent ESG disclosures strengthen a company's commitment to long-

term sustainability and ethical business practices by enabling investors, consumers, and other 

stakeholders to make well-informed decisions. 

Engage Stakeholders Proactively 

In order to ensure that sustainability projects meet stakeholder expectations, effective ESG 

strategies necessitate active stakeholder participation. To learn about the interests and concerns 

of investors, consumers, workers, regulators, suppliers, and communities, businesses should have 
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regular conversations with these groups. Early stakeholder engagement promotes brand loyalty, 

strategic alliance development, and the identification of significant ESG risks. Open 

communication promotes cooperation, trust, and the production of shared value. Businesses that 

incorporate stakeholder input into ESG projects increase risk management, build stronger 

connections, and match company plans with changing social norms. In an ever-evolving global 

environment, proactive participation helps firms establish themselves as ethical corporate 

citizens and promote long-term success. 

 

Ensure Regulatory Compliance 

It is crucial to stay ahead of changing ESG rules in order to reduce legal and reputational 

concerns. Human rights laws, diversity mandates, ethical governance standards, and national and 

international climate rules must all be followed by businesses. More accountability and openness 

are required by regulatory frameworks as the Corporate Sustainability Reporting Directive 

(CSRD), SEC climate disclosures, and the EU Taxonomy. Businesses should integrate legislative 

changes into their corporate policy, do frequent ESG audits, and set up strong compliance 

procedures. Active compliance reduces risks, boosts investor trust, and establishes companies as 

sustainability leaders. Ethical corporate governance and long-term resilience are guaranteed by a 

strong regulatory focus. 

Best Practices for Transitioning from CSR to ESG 

 

Source: Constructed by the Researcher 

1. Integrate ESG into the Core Business Strategy 

Integrating ESG concepts into the company's overall business plan is crucial for businesses 

switching from CSR to ESG. ESG shouldn't be viewed as an independent or incidental activity. 
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Rather, it ought to be integrated into operations, supply chain management, product 

development, and important decision-making processes. Businesses are more likely to generate 

long-term value and bolster their competitive edge when their business models are in line with 

ESG objectives. 

2. Set Clear ESG Goals and Metrics 

A primary distinction between CSR and ESG is the focus on quantifiable results. In order to 

successfully make the shift to ESG, businesses must establish specific objectives and 

benchmarks to monitor their progress. These objectives must to be time-bound, meaningful, 

quantifiable, achievable, and targeted (SMART). Clear metrics are crucial for tracking progress, 

whether the goal is lowering carbon emissions, boosting the representation of women in 

leadership roles, or enhancing supply chain openness. 

3. Engage Stakeholders and Foster Transparency 

Transparency and accountability are key elements of ESG. To successfully implement an ESG 

strategy, businesses should engage with a variety of stakeholders, including as suppliers, 

employees, investors, and customers, to understand their expectations and concerns. Adhering to 

global standards such as the Sustainability Accounting Standards Board or the Global Reporting 

Initiative ensures that companies are held accountable for their actions and innovations.  

 

4. Leverage Technology and Data Analytics 

The successful application of ESG standards depends on having the capacity to obtain, 

assess, and act upon reliable data. Businesses should invest in technology and data analytics 

software to collect, analyze, and report on ESG metrics. Technology may help companies 

identify areas for improvement and make data-driven decisions, whether they are tracking supply 

chain risks, employee engagement, or carbon emissions. 

5. Develop a Robust Governance Structure 

Every effective ESG strategy is built on a solid governance framework. Transparent governance 

frameworks should be established by businesses to provide accountability and monitor ESG 

activities. This may mean designating an ESG officer, creating an ESG committee within the 

board of directors, or integrating ESG considerations into executive pay plans. A strong 

governance framework ensures that ESG activities align with the company's long-term strategic 

goals and financial success. 

6. Monitor and Adapt to Changing Regulations 

The increasing significance of ESG is causing governments all over the world to implement new 

regulations and policies to encourage corporate responsibility. Firms should stay abreast of the 

most recent modifications to ESG regulations, including those concerning reporting 
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requirements, carbon emission limitations, and labor practices. By actively observing and 

reacting to these developments, businesses can lower the risks of regulatory non-compliance and 

preserve compliance. 

 

7. Foster a Culture of ESG Awareness 

Every employee's active participation is essential to the successful integration of ESG into a 

business's operations. In order to promote an ESG culture, businesses should offer resources and 

training to increase understanding of the significance of ESG concerns at all organizational 

levels. Employee engagement and a sense of ownership can be fostered by encouraging them to 

participate in sustainability activities and offer ideas. 

 

 

 

Conclusion 

Corporate responsibility has undergone a substantial transformation with the move from CSR to 

ESG. Businesses that make it through this shift will not only be less vulnerable to governance, 

social, and environmental concerns, but they will also be in a better position to prosper in a 

world that is becoming more and more concerned with sustainability. Businesses can generate 

long-term value for their shareholders and society at large by incorporating ESG principles into 

their core business strategy, establishing clear objectives, interacting with stakeholders, and 

encouraging transparency. Businesses need to understand the long-term advantages of aligning 

their operations with ESG principles as their significance only grows. By doing this, businesses 

will be in a better position to satisfy the needs of consumers, workers, and investors while 

promoting global change. Adopting the ESG framework is the way of the future for corporate 

responsibility, and businesses that set the standard will influence the prosperity of future 

generations. 
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