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Abstract

Market turmoil caused by COVID-19 has weakened firms’ financial performance, 
highlighting the prominence of sustainable business practices by incorporating 
Environmental, Social, and Governance performance and their disclosure. Though 
past studies investigated COVID-19’s impact on firm performance, there is consen-
sus on the role of firms’ Environmental, Social, and Governance disclosures between 
firm performance and the pandemic. With this view, the study aims to examine the 
impact of COVID-19 on firms’ financial performance with the moderating role of 
Environmental, Social, and Governance performance disclosure. To do so, the study 
retrieved data of Nifty 500 index companies from the Bloomberg database for a sample 
period ranging from 2016 to 2022. To this end, the study performed the fixed-effect re-
gression and GMM model. The findings reveal a significant negative impact of the pan-
demic on Return on Assets (β =-4.812), Return on Equity (β =–.675), and Earnings Per 
Share (β = –2.875), highlighting the unfavorable effect of the pandemic on firm per-
formance. Further results showed that firms’ Environmental, Social, and Governance 
performance disclosure positively moderates the connection between COVID-19 and 
Return on Assets (β = 3.231), Return on Equity (β = 0.032), and Earnings Per Share (β = 
1.523), respectively. This indicates that companies actively involved in Environmental, 
Social, and Governance disclosure are less likely to suffer during the pandemic in 
terms of financial performance due to their ESG disclosures.
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INTRODUCTION

Globally, the COVID-19 pandemic has had an unfavorable effect on 
the environment, politics, business, society, and health. To combat the 
pandemic, some nations imposed strict lockdowns and restrictions that 
have disrupted various national and international economic activities. 
The countries were under pressure to stimulate the economy due to the 
COVID-19 problem getting worse and posing a challenge to managing 
economic shocks that impact the financial sector (Johnstone, 2021). 

The pandemic has also made it more difficult for businesses to pri-
oritize profit maximization due to financial, social, and ethical obliga-
tions to their stakeholders (Amosh & Khatib, 2023). During emergen-
cies such as the COVID-19 pandemic, it is even more crucial for busi-
nesses to participate in charitable and socially conscious endeavors 
though this emphasizes the importance of paying attention to finan-
cial performance in times of crisis. 

Although previous studies have examined different facets of 
Environmental, Social, and Governance (ESG) performance during 
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the pandemic, much focus has been given to firm performance (FP) in the long run. Conversely, the 
understanding of the role of companies’ ESG disclosure in the nexus between FP and COVID-19 is 
of paramount importance to the business world. With this view, the empirical investigation to unveil 
the importance of ESG disclosure on the relationship between FP and COVID-19 is considered to be 
prominent. 

1. LITERATURE REVIEW 

AND HYPOTHESES 

DEVELOPMENT

Scholarly works have examined the observations 
through a variety of theoretical lenses in response 
to the COVID-19 pandemic. However, much of 
the literature currently lacks a strong theoretical 
basis (Loof et al., 2022; Gregory, 2022; Rababah et 
al., 2020; Pavlova & de Boyrie, 2022). In this way, 
Crisis theory holds that people will always experi-
ence a variety of crises, from diseases to social and 
psychological upheavals (Roberts, 2000). As a re-
sult, people need to adjust and deal with these cri-
ses through the channels at their disposal. To less-
en the effects of current crises and increase resil-
ience against future ones, Aguilera (1998) under-
lined the significance of addressing existing crises. 
Adequate decision-making abilities and bravery 
to control risks and accomplish immediate goals 
are necessary for crisis management (Shrivastava, 
1993). This is especially true in light of the current 
COVID-19 pandemic (Dabbagh, 2020). As a result, 
businesses might take firm action to maintain re-
spectable standards of ESG performance in line 
with the goals of various stakeholders. Engaging 
in such activities can improve a business’s stand-
ing and lead to increased revenue and customer 
loyalty, particularly for companies that exhibit 
strong social responsibility policies. Thus, em-
bracing a management philosophy that prioritiz-
es making wise decisions in times of crisis offers 
businesses a tactical chance to show compassion 
for their stakeholders and the community at large.

Since companies operate in settings with a wide 
range of stakeholders, their actions affect both the 
environment and society (Bahadori et al., 2021). 
According to stakeholder theory, businesses have 
an obligation to the communities in which they 
operate, and this obligation must be met by show-
ing stakeholders that they are benevolent and tak-
ing voluntary action (Zamil et al., 2021; Ananzeh 

et al., 2022; Khatib et al., 2021, 2022). This implies 
striking a careful balance between the company’s 
primary profit-generating activity and its social 
and environmental obligations (Gallego-Álvarez, 
2020; Amosh & Mansor, 2021). Although putting 
measures in place to improve FP may come with 
a hefty price tag and no quick cash payout, these 
endeavors meet the needs of stakeholders and sup-
port sustainable development (Amosh & Khatib, 
2021; Jaka et al., 2018).

According to stakeholder theory, a powerful tac-
tic for obtaining a competitive edge is for corpo-
rations to connect themselves with their stake-
holders (Freeman, 2010). Additionally, firms’ FP is 
improved by cultivating high levels of stakeholder 
confidence (Velte, 2022). Thus, it is essential to 
incorporate the various demands of stakeholders 
into COVID-19 recovery methods (Fasan et al., 
2021). Businesses that put the needs of their stake-
holders first are better positioned to create value 
and see long-term financial success (Canhoto & 
Wei, 2021).

The COVID-19 pandemic showed a significant 
impact on the world’s different economic sec-
tors, which led scholars to investigate its implica-
tions. Most of the literature that currently exists 
has examined the connection between ESG and 
FP in businesses. Interestingly, the conducted re-
search between ESG and FP during COVID-19 
has depicted mixed results. From an institutional 
standpoint, the crisis has hindered lines of com-
munication between boards and corporate divi-
sions, which jeopardizes the efficacy of supervi-
sors and decision-making in the face of uncertain-
ty. Furthermore, the pandemic has been shown to 
impair governance frameworks that could result 
in financial mismanagement in many business-
es (Janssen & Van, 2020). To maintain business 
performance in times of crisis, it is essential to 
strengthen governance mechanisms. For example, 
increasing gender diversity can reduce additional 
financial risks and use women’s experiences to im-
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prove stakeholder communication, representation, 
and the quality of decision-making (Shakil, 2021). 

Friede et al. (2015) showed that the market value, 
Return on Equity (ROE), and Return on Assets 
(ROA) of banks operating are positively impacted 
by ESG performance across its three dimensions 
in regions such as North Africa, Middle East, and 
Turkey. Across a range of companies, a plethora of 
empirical research has repeatedly revealed positive 
ESG effects on financial outcomes (Gregory, 2022). 
This indicates that during the COVID-19 epidemic, 
companies’ FP tends to increase with increasing 
levels of ESG performance. Furthermore, following 
social responsibility guidelines lead to improving 
the firm’s overall performance and financial stabil-
ity (Tanjung, 2021; Ramzan et al., 2021). 

Given the worst pandemic situation, a reduction in 
sustainability investments was witnessed in the pre-
vious studies (Laronde et al., 2022). However, it has 
been highlighted how important ESG practices are 
in reducing financial consequences and pandem-
ic-related constraints (Zhang et al., 2023). Studies 
conducted in a variety of settings, including the 
Korean market, have demonstrated that businesses 
with better ESG performance typically see slower 
drops in profitability (Hwang et al., 2021). Further 
evidence evinced the correlation between higher 
stock returns and high-ESG-performing corpora-
tions, indicating that ESG performance can reduce 
financial risks during the pandemic (Broadstock et 
al., 2021; Loof et al., 2022). Further research indi-
cated that, during the pandemic period, social and 
environmental responsibility attracted investors 
and gave corporations trust more than governance 
performance in terms of good stock performance 
(Engelhardt et al., 2021).

Due to travel limitations and other issues, the 
pandemic has caused supply chain disruptions 
that have an impact on the production and deliv-
ery of goods and services (Ivanov, 2021; Magableh, 
2021). Businesses with intricate global supply 
chains or those that depend significantly on im-
ports and exports are most affected by this inter-
ruption. Furthermore, lower demand for goods 
and services has resulted in lower sales and prof-
its for businesses in hard-hit industries including 
tourism, hospitality, and aviation. Problems with 
liquidity and cash flow have also surfaced, espe-

cially for businesses that have had to shut down 
or scale back operations which have further im-
pacted their FP (Almeida, 2021).

Conversely, in times of crisis, companies’ vol-
untary efforts become more important as they 
demonstrate their dedication to their social 
duties in a variety of situations. Furthermore, 
stakeholders find that ESG performance is a use-
ful tool for coordinating with the goals of the 
companies (Alketbi et al., 2022). Furthermore, 
strong disclosure of ESG policies is essential for 
reaffirming the connection between long-term 
performance and corporate strategies (Amosh 
& Khatib, 2022) pressing the importance of ESG 
to enhance the performance. Since ESG perfor-
mance increases stakeholder trust and strength-
ens company loyalty in times of crisis, it is ex-
pected to change the link between COVID-19 
effects and FP (Khan et al., 2021).

Moreover, ESG performance strengthens risk 
management procedures, encourages reporting 
openness, and supports governance frameworks 
to support efficient decision-making in the face 
of uncertainty (Broadstock et al., 2021). The ESG 
performance may also make it easier to spot new 
business opportunities, including creating cut-
ting-edge goods or services to meet the require-
ments of consumers during the pandemic. 

On the other hand, there was a notable decline in 
the pandemic-related FP of Chinese publicly trad-
ed companies (Rababah et al., 2020). In a similar 
vein, Pavlova and Boyrie (2022) discovered that 
sustainable mutual funds and stocks did not sig-
nificantly benefit or suffer from the pandemic sug-
gesting that more sustainability in investments did 
not protect against monetary losses. Furthermore, 
it has contended that ESG performance neither 
boosts profits during the crisis nor provides finan-
cial safety for companies during the COVID-19 
pandemic (Demers et al., 2021). Thus, it has been 
observed that despite the numerous studies in 
connection with ESG and FP during COVID-19, 
there exist mixed findings that curate for further 
research in this realm. 

Therefore, the study intends to examine the 
COVID-19 impact on FP with the moderating role 
of ESG performance. 
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The study, based on the literature and theoretical 
background, formulated the hypotheses as follows:

H1: The COVID-19 pandemic has a significant 
negative effect on companies’ FP.

H2: The ESG has a moderating effect on the re-
lationship between the COVID-19 pandemic 
and companies’ FP.

2. METHODOLOGY

The data on ESG scores and other pertinent char-
acteristics for listed firms (Nifty 500), as well as 
detailed yearly financial reports, including income 
statements and balance sheets, were obtained for 
this study from the Bloomberg database between 
2016 and 2022. The study includes the effect of 
COVID-19 as a dummy variable. The period select-
ed includes the years preceding and including the 
early 2019 pandemic. Accordingly, the study sought 
to investigate and ascertain the effect of COVID-19 
on FP by concentrating on this time frame.

The study developed the following regression mod-
els for direct effects (Eq. 1), moderation (Eq. 2), and 
robustness (Eq. 3):
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In these equations, FP
it
 represents Financial 

Performance as measured by ROA, ROE, and EPS, 
and the independent variables used in the regres-

sion models are Cov
it
, which is a dummy variable 

indicating the COVID-19 period, taking a value 
of one during 2020–2021 and zero otherwise; 
Siz

it
 represents the size of a firm measured by the 

natural logarithm of total assets; Lev
it
 represents 

financial leverage calculated as total debt divid-
ed by total equity; DPS

it
 represents dividend per 

share computed as total dividends paid divided by 
shares outstanding; GENDIV

it
 represents gender 

diversity and is expressed as the percentage of fe-
males on boards; GDP

it
 indicates Gross Domestic 

Product; and ESG
it
 represents the total ESG per-

formance score per year. Additionally, ε
it
 denotes 

the stochastic term, and β signifies the estimations 
from the regression models. The study included a 
series of dummy variables in the models to control 
for year and industry effects.

3. RESULTS

The descriptive statistics are shown in Table 1. The 
financial data show that the sample companies 
have a reasonably high ROE mean of 0.157, but on 
average, they are modestly profitable. This is indi-
cated by the mean values of ROA and EPS, which 
are 0.030 and 1.508, respectively. With a mean 
of 42.521%, the ESG scores span from 0.665% to 
86.236%, suggesting a considerable difference in 
the sample companies’ ESG performance. The 
other variables included show a consistent pat-
tern for the mean as shown in the extant literature 
and do not seem to deviate much from the mean. 
Therefore, this confirms the stability of the data 
employed for the analysis. 

Table 1. Results of descriptive statistics

Variable Observation Mean Standard 
Deviation Min Max

ROA 3240 .030 .218 –10.236 2.323

ROE 2231 .157 1.212 –10.123 70.610

EPS 3010 1.508 4.165 –22.526 106.756

ESG Score 3240 42.521 20.123 .665 86.236

COVID-19 3240 .340 .402 0 1

FSIZE 3240 20.525 2.085 11.223 28.003

LEV 3240 .247 .836 –.001 76.326

DPS 3240 .032 .085 0 .302

GEND 3240 21.112 13.12 0 69.485

GDP 

Growth 

Rate

3240 4.991 4.645 -5.83 9.05
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The relationships between several sets of variables, 
such as FP, ESG, COVID-19 pandemic, and control 
variables, are shown in Table 2. It is interesting to 
note that the ESG score shows a positive correlation 
with market-based performance metrics like EPS 
but a negative correlation with accounting-based 
company performance metrics like ROE ROA. In 
addition, COVID-19 shows negative relationships 
with both EPS and ESG performance supporting 
the overall concept. Furthermore, correlations are 
noted between some of the study’s control variables. 
For example, there is a significant association be-
tween gender diversity on a firm’s board and GDP, 
and between firm size and dividends per share and 
ESG performance. Nevertheless, since no correla-

tion coefficient is more than 0.8 – the threshold 
Gujarati (2004) recommended for suspecting mul-
ticollinearity concerns – there is no sign of signifi-
cant multicollinearity problems. Additionally, the 
tests for “Durbin-Watson and Breusch-Godfrey” 
rule out the existence of autocorrelation, and the 

“Variance Inflation Factor” (VIF) test verifies that 
there are no problems with multicollinearity. The 
regression analysis can therefore be performed on 
the variables in this study.

Prior to performing regression analysis, the 
Hausman test was used to determine which model 
is most appropriate between fixed and random ef-
fect regressions. Based on Table 3, it was conclud-

Table 2. Correlation matrix result

Variable VIF  ROA ROE EPS ESG COVID-19 FSIZE LEV DPS GENDIV GDP

ROA – 1.000

ROE – .562 1.000

EPS – .020 .057 1.000

ESG 3.201 –.168 –.045 .122 1.000

COVID-19 2.029 .016 .002 –.052 —.078 1.000

FSIZE 1.224 –.223 –.018 .133 .389 –.128 1.000

LEV 3.037 –.228 –.068 –.029 .140 –.015 .123 1.000

DPS 2.176 –.039 .105 .007 .159 –.123 .389 .137 1.000

GENDIV 1.085 –.061 .038 .209 .323 –.010 .004 .066 .025 1.000

GDP 1.28 .227 .062 –.223 –.489 .112 .128 –.172 –.145 –.447 1.000

Table 3. Regression results of the impact of COVID-19 on FP

Variables

ROA ROE EPS

(1)

OLS

(1)

FE

(1)

RE

(2)

OLS

(2)

FE

(2)

RE

(3)

OLS

(3)

FE

(3)

RE

COVID-19
—.013**

(—2.137)

—.020***

(—4.812)

—.017***

(—4.459)

—.012

(—.560)

—.020*

(—.675)

—.012

(—.527)

—.570**

(—2.120)

—.605***

(—2.851)

—.453**

(—2.758)

FSIZE
—.007***

(—6.563)

.080***

(11.851)

0

(—.162)

—.010***

(—2.523)

.140*

(1.852)

—.010***

(—2.123)

.422***

(9.86)

—1.192***

(—3.078)

.422***

(7.533)

LEV
—.070***

(—7.523)

—.232***

(—12.023)

—.116***

(—9.563)

—.040

(—1.148)

—.695***

(—3.563)

—.042

(—1.856)

—1.862***

(—4.869)

—.27

(—.252)

—1.50***

(—3.195)

DPS
.503***

(8.856)

.017

(.236)

.205***

(3.853)

.755***

(3.863)

.032

(.012)

.755***

(3.855)

—9.885***

(—3.28)

10.326

(1.669)

—5.959*

(—1.786)

GENDIV
.001***

(5.053)

0

(—1.852)

0***

(2.236)

.001**

(2.856)

0

(—.012)

.001**

(2.412)

.017***

(2.536)

—.02*

(—1.685)

.009

(1.47)

GDP
.020***

(9.358)

—.035*

(—1.685)

.018***

(6.283)

.020***

(2.321)

—.28

(—.885)

.020***

(2.859)

—.351***

(—3.959)

2.185**

(2.252)

—.49***

(—4.523)

Constant
—.170***

(—3.213)

—2.008**

(—2.123)

—.236***

(—3.236)

.039

(.236)

1.329

(.229)

.028

(.123)

—5.231***

(—3.286)

84.754

(.926)

—2.239

(—1.259)

Industry (dummy) Included Included Included Included Included Included Included Included Included

Year (dummy) Included Included Included Included Included Included Included Included Included

No. of Observations. 3240 3240 3240 2231 2231 2231 3010 3010 3010

R-squared .068 .19 .025 .017 .043 .025

Note: t-values are in parentheses. If the p-value of the Hausman test is greater than 0.05, then the random effects model is 
considered appropriate. If the p-value is less than 0.05, then the fixed effect model is considered appropriate. *** p < 0.01; 
** p < 0.05; * p < 0.1.
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ed that the fixed effect model was the most suitable 
model for this investigation. Even though the re-
sults were comparable between the two estimation 
methods, the interpretation of the research find-
ings based on the Hausman test using the fixed 
seemed to be more appropriate. At a significance 
level of .01, the regression analysis demonstrated a 
significant negative impact of the COVID-19 peri-
od on FP measures (ROA, ROE, and EPS) for com-
panies. Nevertheless, during the COVID-19 peri-
od, EPS for larger corporations declined. During 
the pandemic, financial leverage showed a nega-
tive impact on ROA and ROE. 

Notably, financial leverage did not affect EPS, de-
fying earlier research’s predictions about the pos-
sible harm that higher debt dependence could 
have to shareholder profitability. Furthermore, the 
findings showed that dividend policies affected 
stock value where excessive dividend distribution 
decreased self-financing and increased debt de-
pendence increased EPS. These factors may have 
exposed companies to default risks and decreased 
EPS during the COVID-19 pandemic. Therefore, 
the predicted hypothesis 1 is accepted due to the 
significant negative effect of COVID-19 on FP.

Table 4. Result of the moderating effect of ESG 
on the relationship between COVID-19 and FP

Variables
(1) (2) (3)

FE-ROA FE-ROE FE-EPS

COVID-19
−.035***
(−5.458)

−.020*
(−1.912)

.162

(.521)

ESG
.041**

(1.236)

.000***

(.05)

.002***

(.523)

COVID-19 × ESG
.008***

(3.231)

.015

(.032)

.02*

(1.523)

FSIZE
.084***

(12.756)

.15*

(1.822)

−1.123***
(−2.985)

LEV
−.223***
(−12.059)

−.626***
(−3.235)

−.223
(−.236)

DPS
.032

(.408)

.038

(.025)

10.123

(1.235)

GENDIV
−.004

(−1.342)
−.007
(−.012)

−.028*
(−1.752)

GDP
−.026

(−1.223)
−.252
(−.858)

2.628***

(2.239)

Constant
−2.221**
(−2.212)

1.217

(.159)

84.621

(.98)

Industry (dummy) Included Included Included

Year (dummy) Included Included Included

No. of 

Observations. 3240 2231 3010

R-squared .123 .017 .027

Note: t-values are in parentheses. *** p < 0.01; ** p < 0.05; 
* p < 0.1.

Table 4 shows a moderation effect of ESG be-
tween COVID-19 and FP. This implies that ESG 
performance mitigates the negative association 
between COVID-19 and FP. Moreover, during 
the pandemic, businesses with strong ESG per-
formance account for positive outcomes. The 
presence of ESG enhances the detrimental im-
pact of COVID-19 on FP, as indicated by the 
predicted significant positive coefficient for the 
moderation variable. Thus, the predicted hy-
pothesis 2 is accepted due to the significant pos-
itive effect of ESG between COVID-19 and FP.

The study used fixed-effects estimation to esti-
mate the core model to account for unobserved 
heterogeneity among the model’s several catego-
ries. Nonetheless, endogeneity issues continue 
to be raised in the literature on FP, which may 
affect how variables are interpreted in relation 
to one another or how much of their lag values 
matter. The robustness analysis used the sys-
tem GMM approach following earlier research 
(Alsahlawi et al., 2021) to lessen this problem. 
In addition, the study included a lagged depen-
dent variable as described by Arellano and Bond 
(1991). 

Table 5. Two-step GMM results for robustness

Variables ROA ROE EPS

Lag of ROA
.325***

(2.462)

Lag of ROE
.0312***

(.092)

Lag of EPS
.042**

(1.926)

COVID-19
−.018*

(−5.623)
−.018

(−1.758)
−.512

(−5.126)

ESG 
.067*

(−3.212)
.005***

(−.353)
.003***

(.428)

COVID-19 × ESG
.008***

(2.927)

.003*

(.238)

.002*

(.548)

FSIZE
.002

(.458)

−.008***
(−4.856)

.312***

(3.789)

LEV
−.128***
(−5.009)

−.059*
(−1.689)

−1.126***
(−2.759)

DPS
.212***

(3.215)

.785***

(3.856)

−3.269
(−1.070)

GENDIV .000

(1.123)

.001**

(2.285)

.014*

(1.923)

GDP
.012***

(6.312)

.018***

(2.89)

−.094*
(−1.236)

Constant
−.223***
(−3.589)

.027

(.253)

−2.323
(−.986)

Industry (dummy) Included Included Included
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Variables ROA ROE EPS

Year (dummy) Included Included Included

p-value of AR (1) test .000*** .001*** .041**

p-value of AR (2) test .232 −1.23 .125

IV overidentification .268 .132 .278

No. of Observations. 3240 2231 3010

Note: This table reports the moderated multiple regression 
results using the fixed effects model; firm performance (t−1): 
1-year lagged value of FP (ROA, ROE, EPS). The estimated 
coefficients and t-statistics are calculated using a two-way 
system GMM. The Arellano–Bond test is applied to test the 
null hypothesis of no serial autocorrelation in the first-differ-
enced residuals, and the Hansen test of overidentification is 
conducted to assess the validity of the full instruments set. t-
values are in parentheses. *** p < 0.01; ** p < 0.05; * p < 0.1.

The robustness check findings utilizing the two-step 
GMM technique are shown in Table 5. The models 
take into consideration the moderating relationship 
(COVID-19 × ESG) and the direct association (per-
formance of firms and COVID-19). After resolv-
ing endogeneity using the dynamic GMM estima-
tor obtained similar results, which are consistent 
with the earlier findings, as shown in Table 5. This 
demonstrates the validity of the study’s findings, 
which confirm the substantial inverse link between 
COVID-19 and company success and the beneficial 
moderating effect of ESG performance.

4. DISCUSSION

The present study intended to examine the COVID-19 
impact on a firm’s FP with the moderating role of the 
company’s ESG score disclosure. The result depicted 
that the pandemic had a significant negative impact 
on the FP of firms as proxied by ROA, ROE, and EPS. 
This finding is in tandem with previous studies (Shen 
et al., 2020; Li, 202). The epidemic’s numerous after-
effects, including business closures and disruptions 
that severely impacted operations and caused a de-
crease are responsible for this detrimental effect on 
FP. Due to their larger capital and stronger govern-

ment intervention, all of this was required to main-
tain resilience against shocks like the COVID-19 
pandemic. Moreover, given the low production, con-
sumption, and financial constraints on the part of 
various stakeholders, especially customers, the unfa-
vorable effect of a pandemic on a company’s FP con-
tinued to be witnessed. 

Further findings on the moderating impact of ESG 
disclosure in association with COVID-19 and FP 
delineated a significant positive effect. The moderat-
ing influence of ESG performance on corporate per-
formance has been highlighted by other researchers, 
and these results are consistent with their findings 
(Alketbi et al., 2022; Khan et al., 2021). Theoretically, 
these findings imply that companies use different 
tactics to continue operations and performance in 
times of crisis. They do this by demonstrating their 
ethical obligations to different stakeholders and 
by maintaining high ESG performance as a sign of 
goodwill. This increases stakeholders’ trust in busi-
nesses. These results are consistent with the theoreti-
cal framework proposed by the theory of crises and 
stakeholders, which holds that distinct patterns of 
behavior and decision-making are prompted by cri-
ses, requiring important decisions to be made to ful-
fil non-financial purposes. As such, in times of crisis, 
corporate decision-makers place a high priority on 
upholding ESG performance to improve the com-
pany’s reputation, draw in stakeholders, and fortify 
links with local communities. 

Therefore, in times of crisis, companies conform to 
social norms by attending to the needs and demands 
of stakeholders, exhibiting compassion, and cultivat-
ing lasting relationships. Stakeholder-focused enti-
ties benefit financially from such approaches, which 
also help recover from the pandemic’s effects and 
build strong ties with stakeholders in times of crisis. 
In the end, funding ESG initiatives during the epi-
demic is seen as a calculated long-term investment to 
foster favorable perceptions of the business and pre-
serve its standing in the aftermath.

CONCLUSIONS

The study aimed to examine the COVID-19 impact on Indian Nifty 500 index companies’ FP, consider-
ing the role of ESG performance disclosure as a moderator. The findings show a detrimental effect of 
the pandemic on a company’s important performance metrics like ROA, ROE, and EPS, indicating pos-
sible difficulties for businesses in preserving their competitiveness. Contrarily, the results indicate that 

Table 5 (cont.). Two-step GMM results  
for robustness
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strong ESG performance could provide a method for businesses to overcome the challenges posed by 
the pandemic by lessening its negative impacts. 

The objectives of shareholders to maximize their value justify a strategic focus on improving ESG per-
formance to allay fears and maximize advantages in the face of growing crises. Additionally, businesses 
that exhibit strong ESG performance attract investors, which puts them in a favorable position to raise 
money amid the pandemic. 

In theoretical accordance with crisis theory, the study emphasizes the detrimental influence of crises 
such as COVID-19 on financial and economic outcomes, recommending pre-emptive actions like en-
hancing ESG performance to lessen these consequences. Businesses that use ESG principles can in-
crease resilience against financial downturns during crises by cultivating trust with stakeholders. It is 
recommended that lawmakers and regulators create specific laws to reward ESG performance in times 
of emergency.
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