RELISE

ESG AND ITS RELATIONSHIP WITH COMPETITIVE ADVANTAGE: A
SYSTEMATIC ANALYSIS OF ARTICLES PUBLISHED IN THE WEB OF
SCIENCE DATABASE'

ESG E A SUA RELAGAO COM A VANTAGEM COMPETITIVA: UMA
ANALISE SISTEMATICA DOS ARTIGOS PUBLICADOS NA BASE DE
DADOS WEB OF SCIENCE

Miqueias Santos da Rocha?
Ronaldo Leédo de Miranda3

Janine Patricia Jost de Miranda*

ABSTRACT

This study analyzed the current state of scientific production on Environmental,
Social and Governance (ESG) issues and its relationship with competitive
advantage between 2016 and 2024.1, based on scientific production published
in the Web of Science database. Methodologically, it was a descriptive and
bibliographical, documentary and qualitative research. The systematic analysis
reveals that ESG disclosure strengthens transparency and corporate reputation,
contributing significantly to the competitive advantage and market value of
companies, by attracting investors and gaining customer loyalty. Product
differentiation and cost leadership strategies have a positive impact on ESG
performance. Furthermore, integrating ESG with the Sustainable Development
Goals (SDGs) is critical for companies in developing countries, and adopting
Integrated Reporting can improve competitive position and long-term financial
resilience.
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RESUMO

Este estudo analisou o estado atual da producédo cientifica sobre as questbes
Ambientais, Sociais e de Governanga (ESG) e a sua relagdo com a vantagem
competitiva entre 2016 e 2024.1, com base na producéo cientifica publicada na
base Web of Science. Metodologicamente, foi uma pesquisa descritiva e
bibliografica, documental e qualitativa. A analise sistematica revela que a
divulgacdo ESG fortalece a transparéncia e a reputagdo corporativa,
contribuindo significativamente para a vantagem competitiva e o valor de
mercado das empresas, ao atrair investidores e fidelizar clientes. Estratégias de
diferenciacdo de produtos e lideranga de custos tém um impacto positivo no
desempenho ESG. Além do mais, a integracdo de ESG com os Objetivos de
Desenvolvimento Sustentavel (ODS) é fundamental para empresas em paises
em desenvolvimento, e a adogao de Relatorios Integrados pode melhorar a
posicao competitiva e a resiliéncia financeira a longo prazo.

Palavras-chave: ESG, vantagem competitiva, analise sistematica, Web of
Science.
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INTRODUCTION

The pursuit of maximizing value creation through the exploration of new
opportunities to meet stakeholder demands brings significant benefits and
generates competitive advantage (Wang & Gao, 2020). Sustainable business
models have the potential to maximize organizational value by establishing a
positive agenda with customers, employees, and other stakeholder groups
(Ribeiro & Steiner, 2021). In this context, discussions about Environmental,
Social, and Corporate Governance (ESG) are increasingly present in
organizational strategies and academic debates.

Understanding the sources of sustained competitive advantage has
inspired researchers worldwide (Bhandari, Ranta & Salo, 2022; Rabaya & Saleh,
2022). The ESG perspective involves criteria used to assess a company’s
performance regarding environmental, social, and governance issues (Pimentel,
2022). The term ESG emerged in 2004 as part of a UN initiative to incorporate
better management practices into the financial market (Guimaraes et al., 2023).

Historically, ESG has been an area of interest for business managers
committed to socio-environmental issues. However, in today’'s market
environment, ESG has become essential for executives seeking to enhance their
performance. ESG is widely used in the business and investment world, with
significant developments in metrics and evaluation standards (Gindogdu, 2023).
In the current global scenario, social, environmental, and ethical demands have
reached a new level of importance within organizations, driving actions beyond
traditional profit and loss indicators (Savi et al., 2022; Schleich, 2022).

Although ESG discussions have gained recent prominence in Brazil, this
reflects a growing movement since the 2000s, with significant concern from the
scientific community about environmental impacts (Bastas & Liyanage, 2018).
ESG emerges as an innovative approach that redefines long-term corporate
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success, becoming a key criterion for evaluating organizations (Savi et al., 2022;
Schleich, 2022).

Each ESG dimension, such as the environmental one, addresses the
company’s impact on the environment, including natural resource management
and carbon emissions (Liu et al., 2023). The social dimension assesses the
company’s social practices, such as employee relations and diversity (Liu et al.,
2023). The governance dimension examines the company’s governance
structure, including executive compensation practices and business ethics (Liu et
al., 2023).

ESG criteria have a significant impact on company valuation, being
related to risks and material losses. Companies that perform well in ESG and
integrate these topics into their value chain attract more investment and have
more valuable shares, thus becoming more competitive (Bhandari, Ranta & Salo,
2022). The pursuit of understanding the sources of sustained competitive
advantage has inspired researchers around the world (Bhandari, Ranta & Salo,
2022; Rabaya & Saleh, 2022).

Studies already indicate that incorporating ESG criteria into company
evaluation leads to improvements in non-financial indicators such as customer
satisfaction, market acceptance, reduced cost of debt, and the social value
provided to stakeholders. Thus, a company’s competitive advantage may
increase over the years of its operation (Schramade & Schoenmaker, 2018).

In this study, competitive advantage is understood as a company’s ability
to achieve higher economic profit compared to its competitor, measured by the
difference in economic profit between the company and its rival (Saurabh, 2019).
Therefore, by engaging in ESG disclosures and practices, the company
enhances its competitive advantage, increasing investor acceptance, corporate
reputation, and future performance (Bhandari, Ranta & Salo, 2022; Rabaya &
Saleh, 2022).
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In seeking to understand the scientific production on ESG and its
relationship with competitive advantage, this research asks: What is the scientific
output on ESG and competitive advantage between 2016 and 2024.1, based on
publications indexed in the Web of Science database?

Accordingly, this study aims to analyze the scientific production on ESG
and its relationship with competitive advantage between 2016 and 2024.1, based
on publications in the Web of Science database. This investigation is justified by
the growing emphasis on ecological and social awareness adopted by global
society, as managers and investors have embraced ESG criteria not only for
business reasons but also as a commitment to society (Castro & Gradillas Garcia,
2022), which consequently generates competitive advantage.

Therefore, through systematic analysis, the study aims to situate
researchers and provide an updated contribution regarding recent publications
on ESG and its relationship with competitive advantage. It is expected that the
information will be relevant for managers, researchers, and civil society,
impacting both theoretical discussions and managerial applications, given the
need for new studies on ESG and competitive advantage (Bhandari, Ranta &
Salo, 2022; Rabaya & Saleh, 2022).

ESG AND ITS RELATIONSHIP WITH COMPETITIVE ADVANTAGE FOR
COMPANIES

Environmental, Social, and Governance (ESG) issues are on the agenda
of corporate decision-making, focusing on which practices to adopt to better serve
civil society as a whole, in addition to stakeholders (Irigaray & Stocker, 2022).
Environmental, Social, and Governance (ESG) investments have gained
considerable momentum in recent years, both internationally and nationally

(Mohammad & Wasiuzzaman, 2021).
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The acronym ESG (Environmental, Social, and Governance) began to be
discussed globally following the 2004 report Who Cares Wins. This joint initiative
between the United Nations (UN) and financial institutions was established as a
global compact, aimed at developing guidelines and recommendations on how to
integrate and debate environmental, social, and corporate governance issues in
asset management, securities services, and related functions (Calderan et al.,
2021).

The discussion surrounding ESG, corporate social responsibility, and
sustainability follows the same direction — putting into practice interests aligned
with the expectations and aspirations of all involved agents: governments,
professional associations, competitors, suppliers, customers, shareholders,
executives, and the community in general (Bronstein, 2020). These entities with
which organizations interact are known as stakeholders, giving rise to the
assumptions of the stakeholder theory.

Socially responsible investments, also referred to as ethical or
sustainable investments, are receiving increasing attention from both academics
and professionals. ESG is characterized as a resource allocation process that
incorporates ethical, environmental, and social considerations, in addition to good
governance, when making conventional investment decisions (Matallin-Saez et
al., 2019). This integration is primarily driven by the growing importance investors
place on ESG criteria, highlighting the direct relationship between the spread of
socially responsible investment, a more sustainable economy, and,
consequently, sustainable development.

Asset management strategies incorporating ESG adopt a more
comprehensive view of investment evaluation, combining financial and non-
financial dimensions (Van Duuren et al., 2016). This has sparked investors’
interest in the relationship between the adoption of ESG by entities — such as

companies and governments — and their financial performance, considering

Revista Livre de Sustentabilidade e Empreendedorismo, v. 10, n. 6, p. 120-157, nov-dez, 2025
ISSN: 2448-2889



RELISE

126

ethics as a reliable tool to attract investment (Jebe, 2019). This aligns with the
widely accepted idea that consumers evaluate, and are often willing to pay for,
the special characteristics of ethical and/or sustainable products (Nilson et al.,
2016). Therefore, communicating a sustainable financial policy is crucial for
improving customer perception of product quality and effectiveness, while also
increasing their inclination to choose them (Palma-Ruiz et al., 2020).

ESG investment strategies are generally grouped into six or seven
distinct categories (Boffo & Patalano, 2020). The first is “Negative/Exclusionary
Screening,” which involves excluding specific sectors, companies, or practices
from a fund or portfolio based on ESG criteria. “Positive Screening/Best-In-Class”
is an approach that invests in sectors, companies, or projects selected for their
superior ESG performance compared to their peers. Publicly listed companies
are also evaluated in their ESG disclosures by rating agencies (Huber et al.,
2017). These agencies provide an overall score based on information collected
from public sources, third-party research, as well as company reports and
websites (Clementino & Perkins, 2021).

Several studies have examined the impact of ESG disclosure and ESG
ratings on company performance, as well as the relationship between disclosures
and ratings. For example, Schaltegger (2017) investigated the relationship
between ESG ratings and performance, along with the impact of changes on
carbon emission performance and its disclosure. In more recent studies, Schiehll
and Kolahgar (2021) conducted an automated content analysis of 150,000
electronic documents filed by companies listed on the S&P/TSX Composite
Index.

They demonstrated that specific ESG information voluntarily provided by
companies to the market can influence stock price variability. This suggests that
ESG disclosure provides value-relevant information for investors and that such

information complements data from market and industry sources. Similarly,
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Grewal et al. (2021) found that companies voluntarily disclosing more ESG
information exhibit greater stock price informativeness, as evidenced by stock
return synchronicity, stock illiquidity, and liquidity risk.

Conversely, Fatemi et al. (2018) demonstrated that ESG strengths
increase firm value, while ESG concerns decrease it. When considered in
isolation, ESG disclosure also tends to reduce firm value. Nonetheless, most
studies identify a positive association between ESG and financial performance.
Busch and Friede (2018) conducted a meta-analysis of studies investigating this
relationship and argue that there is both an economic and business rationale for
strong environmental and social performance.

ESG strategies have become policies adopted by companies to achieve
environmental and social objectives while meeting the needs of all stakeholders
(Bresciani et al., 2017). However, few studies explore the interaction between
corporate competitive advantage and ESG. Competitive advantage can be
achieved in various ways, as discussed earlier in this section and as defined by
Saurabh (2019), who states that competitive advantage refers to a company’s
ability to generate more economic profit than its competitors, measured by the

difference between the firm’s economic profit and that of its rivals.

ESG AND ITS IMPACT ON BUSINESS PERFORMANCE

Recent research on Environmental, Social, and Governance (ESG), such
as that by Talento et al. (2019), offers a more detailed analysis of the socio-
environmental and governance dimensions, seeking to highlight the potential
influence of sustainability indicators on corporate financial performance. A survey
conducted by the United Nations (UN, 2017), encompassing 1,200 Chief
Executive Officers (CEOs) from 29 industrial sectors across 112 countries, found
that 91% consider socio-environmental issues to be “very important” or

“‘important” to business success. Additionally, 86% stated that they have the
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capacity to assess and disclose the sustainability actions undertaken by their
companies through reports (UN, 2017). The study also revealed that 62% of the
CEOs interviewed believe that corporate actions could be more effective and plan
to increase investment and reporting to promote more transparent behavior.

According to research by the Brazilian Financial and Capital Markets
Association (Anbima), companies that adopt ESG practices achieve several
positive results. They become more sustainable in the long term, increase
profitability and market value, and become more attractive to investors.
Discussions surrounding ESG factors are relevant because they address
environmental, corporate governance, and social challenges that have evolved
as they become increasingly integrated into corporate strategy (Carlos, 2023).

In recent years, investors worldwide have shown greater interest in the
concept of “responsible investment,” driven by growing awareness of issues such
as climate change, gender diversity, and the environmental impact of plastic use.
Although discussions on ESG principles have gained recent prominence in Brazil,
this reflects a movement that has been growing over the past few decades —
especially since the 2000s — with a significant increase in scientific concern
about the impacts of climate change and other environmental challenges (Bastas
& Liyanage, 2018).

Globally, more than US$30 trillion in assets under management are now
held by funds adopting sustainable strategies —a 34% increase compared to
2016 (Ungaretti, 2020). However, regional representation is uneven, reflecting
different stages of maturity in the perception of ESG importance and in the
adoption of sustainable asset management strategies. Currently, Europe leads
this trend.

According to the UN Global Compact report (2018), growth rate analysis
indicates that this trend has been increasing significantly. In the United States,

the percentage was 22% in 2016, while in Japan it was only 3%, implying an

Revista Livre de Sustentabilidade e Empreendedorismo, v. 10, n. 6, p. 120-157, nov-dez, 2025
ISSN: 2448-2889



RELISE

129

increase of more than 400% in the Asian country. Despite this progress, there is
no doubt that much remains to be done for long-term sustainability goals to be
achieved. However, it is clear that the growing focus on environmental, social,
and governance issues by both investors and society at large has already
influenced corporate behavior — either because companies are genuinely
aligned with ESG principles or because they recognize that ESG compliance is
increasingly valued as a condition for attracting capital (Bonfanti, 2021).

A study by Anbima (2020) found that most managers interviewed
acknowledged the potential impact of ESG factors on their investment processes
and performance outcomes. However, only a small portion have a dedicated ESG
department (11%), staff directly involved in ESG-related tasks (18%), or a specific
committee to evaluate ESG investments (5%) (Ungaretti, 2020).

Even so, the market has made progress in key ESG-related areas. ESG
aspects show relative balance, and cross-country and cross-sector analyses
reveal notable results. Depending on the country and sector, different ESG trends
can be observed. Both country-specific and sectoral analyses point to potential
improvements in ESG reporting (Heichl & Hirsch, 2023).

In the European context analyzed by Talento et al. (2019), the adoption
of ESG practices — evaluated in comparison to competitors’ commitments — has
proven to be a significant source of both market and accounting value, associated
with higher economic and financial returns. In the financial context, ESG
investment refers to assets that incorporate environmental, social, and
governance criteria in their analyses (Leal Filho, 2019).

Therefore, investments that consider ESG factors and impact-oriented
investments are here to stay, representing an opportunity for investors to align
profitability with positive impact, according to a report by XP Investimentos
(Ungaretti, 2020). ESG-focused funds, when well-executed, have the potential to

achieve superior risk-adjusted returns. This is the main conclusion of the report,
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which analyzed more than 100 academic studies on sustainable investment
worldwide. Subsequently, 56 research papers, two literature reviews, and four
meta-studies were examined and categorized, making this one of the most
comprehensive literature reviews ever conducted (Fulton, Kahn & Sharples,
2012).

Currently, the most common strategy for integrating ESG factors into
investments is negative screening. According to Ungaretti (2020), this filter
involves the exclusion of investments in sectors, companies, countries, or
projects that violate specific ESG criteria. This approach has long been used, not
only based on ESG considerations but also when investments conflict with the
ethical values of the investor or fail to meet minimum standards set by
international or national organizations.

Studies indicate that over 40% of CEO contracts in companies listed on
the Standard & Poor’s index include performance goals related to ESG. The
inclusion of such clauses can be explained by the findings of Zhang et al. (2015),
who demonstrated that integrating ESG factors into corporate strategy and
disclosing reports covering both financial and sustainability information are
associated with improved economic performance and increased firm value.

Tykka (2022) explains that implementing ESG factors is not simple,
requiring transparency regarding purpose, investment, stakeholder engagement,
and strategic importance. Consequently, adopting an ESG agenda brings
numerous benefits to both companies and investors. ESG factors encompass a
variety of issues, such as carbon emissions, environmental impact, corporate
responsibility, and human capital development. There is a growing body of
evidence suggesting that companies prioritizing ESG issues tend to experience
superior financial performance. Moreover, ESG information is often provided by
international agencies with extensive experience and recognized global

credibility.
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Based on the risk—return trade-off principle, widely acknowledged in
finance, literature that focuses solely on returns can be misleading. An exception
to this trend is highlighted by Clark, Feiner, and Viehs (2015), who demonstrated
that corporate sustainability standards can play a key role in reducing the cost of
capital, encompassing both debt costs (i.e., credit/risk scores) and equity costs.
Kim and Li (2021) clarify that ESG factors impact both return and risk, and
whether this impact is symmetrical across different ESG dimensions also affects
firm strength, weakness, and size.

Research by Das Neves and Machado (2023) indicates a positive
relationship between ESG factors and firms’ financial performance, particularly in
large corporations. It was found that, by incorporating ESG factors into their
strategies, companies reduce systematic risk and increase their value. In Brazil,
investors and consumers tend to prefer companies with ESG practices when
making investments, purchasing decisions, and seeking employment
opportunities.

Environmental protection and care have ceased to be solely the
responsibility of public policy and have been incorporated as elements of
organizational structure, influencing corporate strategic planning and adding
value to brands. Large companies such as Xerox, Siemens, FujiFilm, and Toyota
have begun dedicating part of their time and resources to environmental
protection and social responsibility activities (Guimaraes et al., 2023).

According to Sousa et al. (2020), in the Liberal State, companies primarily
aimed to achieve profit and comply with prevailing legislation. Corporate
responsibility was viewed as the maximization of profit in favor of shareholders.
Advocates of liberal policy argued that companies had no social obligations, as
they were seen as impersonal entities devoid of human sensibility. The main
focus of corporations was the free market, operating in an environment of efficient

competition.
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To promote sustainable development, the State began to intervene by
monitoring private sector activities. One example is the polluter-pays principle,
which, through tax measures, imposes costs on polluting agents, requiring them
to bear the environmental damages they cause. Thus, companies are held
accountable for negative externalities, paying compensation for the
environmental impacts generated (Chen et al., 2021).

With economic and social advancement, governance has become a key
element in driving high-quality development. In the future, further research on
governance is needed to understand the impact of ESG criteria on economic
outcomes (Li et al., 2019). However, when examining the studies published on
ESG and competitive advantage, it is suggested that one of the main advantages
of investing in ESG lies in the social responsibility inherently tied to such
investments. This means that investors not only seek financial returns but also
wish to ensure that their resources are directed toward initiatives that improve
aspects of society aligned with their personal values (Surenjargal, 2022).

Nonetheless, as potential drawbacks, Surenjargal (2022) highlights the
difficulty of quantifying and monetizing certain ESG-related aspects, as well as
the risk of greenwashing by ESG bond issuers. It is essential that investors
consider key factors when engaging in ESG investments, including the issuer’s
reliability regarding genuine commitment to ESG causes, transparency in
resource allocation, executive compensation structures, and the organization’s
governance history, among other relevant aspects (Qoyum, Sakti, Thaker &
Alhashfi, 2022). On the other hand, companies should also avoid becoming
‘overly ESG-oriented,” maintaining a balance between sustainability
commitments and financial performance.

Given the challenges companies face in determining their true
environmental cost, other environmental issues are also relevant. In this context,

ESG investment recognizes and assesses risks not captured by traditional

Revista Livre de Sustentabilidade e Empreendedorismo, v. 10, n. 6, p. 120-157, nov-dez, 2025
ISSN: 2448-2889



RELISE

133

financial metrics, such as a company’s environmental impact, process
improvements, and approach to workforce diversity.

In recent years, Environmental, Social, and Governance (ESG)
considerations have gained prominence as essential elements in corporate
strategies, investments, and decision-making across organizations worldwide.
Scholars such as Darnall et al. (2022) define ESG as a set of criteria that assess
an organization’s impact in key areas that extend beyond purely financial aspects.

Investors adhering to the concept of socially responsible investment
believe that ESG factors provide insight into a company’s long-term performance.
Increasingly, investors and analysts are choosing ESG as the primary tool for
assessing corporate market value and financial performance (Darnall et al.,
2022).

To date, it is evident that much remains to be done by various
stakeholders, including promoting sustainable production through value-chain
integration, citizen engagement, environmental management, and other

sustainability-related initiatives.

METHODOLOGICAL ASPECTS

The methodological design of this research is characterized as
descriptive in terms of objectives, documentary in terms of methods, and
qualitative in terms of the approach to the problem. Descriptive research is a type
of study whose main goal is to describe the characteristics of a given population
or phenomenon. It seeks to identify and analyze relationships between variables
without directly interfering with them. In this type of research, the researcher
collects data through observations, interviews, questionnaires, or document
analysis, and uses descriptive statistical techniques to organize and present the
results. Descriptive research is widely used across various fields of knowledge,
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such as administration, accounting, sociology, psychology, and education,
among others (Alves, 2019).

A systematic analysis approach was chosen, as it is an effective method
in several areas of knowledge for analyzing academic publications using specific
information stratification techniques (Zhong et al., 2016). The time frame selected
— from 2016 to the first half of 2024 — aimed to provide a broad and up-to-date
understanding of the state of knowledge on ESG and its relationship with
competitive advantage. The choice of database for this research was intentional
and non-probabilistic. The Web of Science database, which includes numerous
international journals, was considered appropriate for conducting a systematic
literature review.

The keywords used in the Web of Science search were ESG and
Competitive Advantage, in both Portuguese and English. The search was limited
to the last nine years (2016-2024.1), filtering for full open-access articles
containing the keywords ESG and Competitive Advantage in the title and
abstract, and restricted to the business field. After detailed refinement —
considering the article titles, study objectives, main findings, and
recommendations for future research — a total of 14 papers were selected.

Once the relevant works were identified, a graph was created to highlight
the number of articles published per year and to identify the journals in which they
appeared. Additionally, a word cloud was generated based on the keywords from
the ten most-cited studies addressing ESG and its relationship with competitive
advantage across all databases. Finally, a detailed analysis of each selected
study was conducted, emphasizing their main findings and key recommendations
for future research.

Upon completing the analyses, this study will provide a deeper
understanding of the evolution of research on ESG and Competitive Advantage

worldwide, supported by systematic analysis. The Excel tool will be used to build
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tables and graphs, while content analysis will be applied to interpret the main

characteristics of the results (Zhang et al., 2015).

PRESENTATION AND DISCUSSION OF RESULTS

This section is dedicated to the presentation and discussion of the
results, which, based on Graph 1, allow us to infer that from 2016 to 2024.1, 14
articles were published on Environmental, Social, and Governance (ESG) issues
and their relationship with competitive advantage in journals indexed in the Web
of Science database. The year 2023 registered the highest number of published
works, followed by the first half of 2024. Graph 1 shows the number of articles

published in each period.

Graph 1: Temporal distribution of articles

5
3
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Source: Research data (2024)

Among the 12 journals that published the 14 articles considered, two
stood out for presenting the highest number of publications on the topic, totaling
28.5% of the entire sample. The most sought-after journals for publication were
Cogent Business & Management and Sustainability. Of these 12 journals, only
one is Brazilian, which is the Revista de Gestdo e Secretariado (Journal of
Management and Secretarial Studies). Table 1 shows the number of articles

published in each journal.
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Table 1: Number of articles published by journals
Journal Number of Articles
Business and Environment Strategy
Business Theory and Practice Across Industries and Markets
Cleaner Environmental Systems
Cogent Business & Management
Competitiveness Review: An International Business Journal
Environment, Development and Sustainability
Environmental Progress & Sustainable Energy
Journal of Asia Business Studies
Journal of Contemporary Accounting & Economics
Revista de Gestéo e Secretariado
Social Responsibility Journal
Sustainability
Source: Research data (2024)
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From the sample studied, 37 authors contributed to the area of ESG and
its relationship with competitive advantage, representing diverse nationalities
including: Saudi Arabia, Brazil, Canada, China, Spain, Italy, Malaysia, Poland,
Tunisia, among others. The studies are from the positivist field, with a quantitative
approach. Most of the articles (13 out of 14) were co-authored, and only 1 article
was written by a single author. Table 2 presents the ten most cited works on
Environmental, Social and Governance (ESG) issues and their relationship with
competitive advantage in all databases.

Based on the most cited studies addressing Environmental, Social, and
Governance (ESG) issues and their relationship with competitive advantage
across all databases, it is evident that all of them share a central focus on
environmental concerns, social issues, and governance — elements that are
intrinsically interconnected with one another.

According to Jermias and Mahmoudian (2024), the relationship between
ESG and competitive advantage arises through competitive strategies; for
example, companies that adopt a product differentiation strategy tend to
experience improvements in ESG performance, which in turn positively impacts

other economic and financial indicators. In the study conducted by Dkhili (2023),
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it was shown that ESG has a positive effect on Tobin’s Q (the ratio between a
firm’s market value and the replacement cost of its physical assets).

As stated by Mohammad and Wasiuzzaman (2021), the ethical and
responsible behavior of companies in promoting social well-being results in
enhanced value and competitive performance. Supporting this view, Rohendi,
Ghozali, and Ratmono (2024) argue that when a company possesses a
competitive advantage, it can positively influence the firm’s overall value.
Similarly, Rabaya and Saleh (2022) found that the level of ESG disclosure is
positively associated with competitive advantage, as it also increases
transparency in the company—investor relationship.

According to Lu et al. (2016), with rising socio-environmental awareness,
it is essential to develop strategies that are aligned with emerging market trends.
Likewise, Bhandari, Ranta, and Salo (2022) and Jermias and Mahmoudian
(2024) suggest that companies adopting product differentiation strategies
generally experience a positive impact on ESG performance, which in turn
enhances their competitiveness. From another perspective, Lima, Duarte, and
Bernardo Junior (2023) argue that companies that join forces through
cooperation have greater chances of survival and business expansion; in other
words, forming joint ventures aimed at improving ESG initiatives can also lead to

competitive advantage.
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Table 2: The ten most cited works on Environmental, Social and Governance (ESG) issues and

their relationship to competitive advantage across all databases.

Competitiveness Review: An International Business Journal, n. ahead-of-print,
2023.

Articles Cited in all Databases Nu.mb_er of
Citations

MOHAMMAD, Wan Masliza Wan; WASIUZZAMAN, Shaista. Environmental,
Social and Governance (ESG) disclosure, competitive advantage and 147
performance of firms in Malaysia. Cleaner Environmental Systems, v. 2, p.
100015, 2021.
ROHENDI, Hendi; GHOZALI, Imam; RATMONO, Dwi. Environmental, social,
and governance (ESG) disclosure and firm value: the role of competitive 91
advantage as a mediator. Cogent Business & Management, v. 11, n. 1, p.
2297446, 2024.
LU, luan-Yuan et al. Multicriteria decision analysis to develop effective
sustainable development strategies for enhancing competitive advantages: 81
Case of the TFT-LCD industry in Taiwan. Sustainability, v. 8, n. 7, p. 646,
2016.
BHANDARI, Krishna Raj; RANTA, Mikko; SALO, Jari. The resource-based
view, stakeholder capitalism, ESG, and sustainable competitive advantage: 56
The firm's embeddedness into ecology, society, and governance. Business
Strategy and the Environment, v. 31, n. 4, p. 1525-1537, 2022.
JERMIAS, Johnny; MAHMOUDIAN, Fereshteh. Investigating the joint effect of
competitive strategies and pay gap on ESG performance. Journal of 44
Contemporary Accounting & Economics, p. 100419, 2024.
DA COSTA LIMA, Thales Abreu; DA SILVA DUARTE, Kamilla; JUNIOR,
Ronaldo Bernardo. Formagao de Joint venture pelas distribuidoras de 35
combustiveis como estratégica para vantagem competitiva. Revista de Gestao
e Secretariado, v. 14, n. 2, p. 1604-1616, 2023.
RABAYA, Abdullah Jihad; SALEH, Norman Mohd. The moderating effect of IR
framework adoption on the relationship between environmental, social, and 27
governance (ESG) disclosure and a firm's competitive advantage.
Environment, Development and Sustainability, v. 24, n. 2, p. 2037-2055, 2022.
WAN MOHAMMAD, Wan Masliza; ZAINI, Rapiah; MD KASSIM, Aza Azlina.
Women on boards, firms’ competitive advantage and its effect on ESG 13
disclosure in Malaysia. Social Responsibility Journal, v. 19, n. 5, p. 930-948,
2023.
CORRAL-MARFIL, José-Antonio et al. Recycling technology innovation as a
source of competitive advantage: The sustainable and circular business model 8
of a bicentennial company. Sustainability, v. 13, n. 14, p. 7723, 2021.
DKHILI, Hichem. Does environmental, social and governance (ESG) affect
market performance? The moderating role of competitive advantage. 6

Source: Research data (2024)

Figure 1 presents a word cloud displaying all the keywords from the ten

most cited studies on Environmental, Social, and Governance (ESG) issues and

their relationship with competitive advantage across all databases.

Figura 1: Keyword cloud of the analyzed studies
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Source: Research data (2024)

In Figure 1, the most frequent keyword in the studies was "ESG". In
second place were the keywords "Advantage, Competitive, Performance",
followed by "Company, Environment, Governance, Social, among others". These
words align with the study by Jermias and Mahmoudian, 2024, which highlights
that such words are determining factors for sustainable development. Mentions
of these keywords show the researchers' interest in environmental, social, and
governance issues, as well as the search to understand the current relationship
between the numerous types of performance, competitiveness, and ESG (Rossi
et al., 2020). Chart 3 presents the titles of the studies, their respective results,

and indications for future research.
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Chart 3: Articles analyzed based on the results and indications for future research.

Study Title / Year

Main Results

Future Research
Indications

Environmental, Social,
and Governance (ESG)
Disclosure and Firm
Value: The Mediating
Role of Competitive
Advantage (2024)

ESG disclosure makes a
company more transparent,
attracts investor interest,
strengthens customer loyalty,
increases corporate
accountability, enhances the
company’s reputation, and helps
maintain stakeholder trust.
Therefore, this research
supports the idea that ESG
disclosure can generate
competitive advantage by
mediating firm value, aligning
with the Resource-Based View
(RBV) theory. Furthermore, it
suggests that ESG disclosure
acts as a positive signal,
strengthening both the
company’s competitive position
and corporate value.

Future research may
investigate the impact of
ESG disclosure on firm
value, covering both financial
and non-financial companies
to observe potential
differences. Additionally,
studies could explore non-
financial firms in regions such
as Asia or other developing
countries, and consider other
attributes — such as
customer satisfaction or
corporate reputation — in the
relationship between ESG
disclosure and corporate
value.

Investigating the Joint
Effect of Competitive
Strategies and Pay
Disparities on ESG
Performance (2024)

The results reveal that
companies prioritizing a product
differentiation strategy
experience an improvement in
ESG performance alongside
increasing pay disparities. This
study contributes to the
literature by providing insights
into corporate strategic choices
and their impact on ESG
performance, exploring the
multifaceted nature of strategic
approaches —such as product
differentiation and cost
leadership — rather than
treating them as binary
variables.

Based on these findings, it is
suggested that future
researchers should consider
competitive strategy when
examining the relationship
between pay disparities and
ESG performance. Moreover,
this study uses ESG
performance instead of
financial performance as the
dependent variable.
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Chart 3: Articles analyzed based on the results and indications for future research.

Study Title / Year

Main Results

Future Research
Indications

Do Environmental, Social,
and Governance (ESG)
Factors Affect Market
Performance? The
Moderating Role of
Competitive Advantage
(2024)

The findings show that positive
ESG performance drives
Tobin’s Q, particularly through
competitive advantage, while
firm size and industry also have
a positive impact. However, firm
leverage has a negative
relationship with ESG.

It is suggested that future
research identify the
appropriate levels of
competitive advantage that
enhance market
performance. Practitioners
should examine whether fit,
size, growth, leverage, and
industry can improve market
outcomes.

Joint Venture Formation

by Fuel Distributors as a

Strategy for Competitive
Advantage (2023)

The article demonstrates the
strong transformative potential
of organizations that adopt
mutual cooperation, allowing
them to advance more rapidly
and with greater resources than

if they faced the market alone —

showing that coopetition is more
advantageous than pure
competition. Forming
partnerships opens a wide
range of opportunities for
companies to survive and
expand their businesses, adding
dynamic capabilities and
highlighting the importance of
the study. It also indicates that
adopting ESG practices can
increase profitability and
credibility for large companies in
the eyes of society and
investors.

Future research could
expand the number of
companies analyzed and
further explore studies that
connect competitive
advantages with sustainable
joint ventures, in order to
highlight the different positive
and negative outcomes of
adopting cooperative
strategies, the creation of
high value-added entities,
and how such arrangements
impact business survival and
expansion.

Women on Boards, Firms’
Competitive Advantage,
and Their Effect on ESG

Disclosure in Malaysia
(2023)

Theoretically, this study
supports legitimacy theory,
suggesting that companies
engage in ESG activities to gain
positive market perception and
reputation. The findings indicate
that female board members
encourage environmental and
ESG disclosures. Although firms
with more women on their
boards tend to have better ESG
and environmental disclosure,
the author’s further analysis
found that this effect is less
pronounced in firms with
competitive advantage.

The findings call on
regulators to ensure the
appointment of qualified and
competent women to
corporate boards, especially
in firms with competitive
advantage, thus opening a
research opportunity to
analyze broader contexts
involving women in senior
leadership roles.
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Chart 3: Articles analyzed based on the results and indications for future research.

Study Title / Year

Main Results

Future Research
Indications

Do Business Competitive
Strategies and
Environmental, Social,
and Governance (ESG)
Performance Mitigate the
Likelihood of Financial
Distress? A Multiple
Mediation Model
(2023)

The research analyzed U.S.
firms from 2016 to 2020,
revealing that a cost leadership
strategy positively influences
ESG performance and reduces
the likelihood of financial
distress, highlighting the
importance of ESG performance
in mitigating corporate
bankruptcy risks. A cost
leadership strategy generates
competitive advantage by
enabling a company to offer
products or services at lower
prices than its competitors,
thereby increasing consumer
appeal and potentially capturing
a greater market share.

This study is limited by using
only a sample of U.S. firms,
suggesting that future
research should include
companies from other
countries and explore
additional factors such as
differentiation strategy,
working capital management,
intellectual capital efficiency,
earnings management, and
business ethics. ESG can be
further utilized in future
research to investigate how
sustainable and responsible
practices influence financial
resilience and corporate
competitiveness across
different industries and
countries.

The Mediating Effect of
Corporate Reputation and
Sustainability Practices in

Translating ESG into
Competitive Performance
in Indian Firms
(2023)

The findings of this study show
that corporate reputation and
sustainability measures can
enhance an organization’s
competitive position. As one of
the first studies of its kind in
India, it provides a foundation
for companies in the country to
strengthen their competitive
advantage, emphasizing
corporate reputation and
sustainable practices beyond
traditional corporate social
responsibility (CSR) activities.

Future research could
examine corporate social
responsibility in both
developed and developing
economies, including
constructs such as innovation
capacity and managerial
competencies, while adopting
a longitudinal approach to
assess these components
over time. Future studies
should also involve a larger
number of companies to
better understand the
relationship between ESG
practices and competitive
performance, and consider
studies in developed
countries to compare results
with those from developing
nations such as India.
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Chart 3: Articles analyzed based on the results and indications for future research.

Study Title / Year

Main Results

Future Research
Indications

The Role of

Environmental, Social,
and Governance (ESG)
Factors in Achieving the

United Nations

Sustainable Development
Goals (SDGs): A Special

Focus on India (2023)

The analysis highlights the
importance of various ESG
dimensions in achieving the
SDGs within the specified
timeframe, especially in the
Indian context. The integration
of ESG with the SDGs is crucial
for developing countries like
India to achieve their national
SDGs. Therefore, embedding
ESG into business strategies
and reporting is essential for
realizing national Sustainable
Development Goals. The
adoption of ESG standards and
sustainability reporting provides
a competitive advantage and
contributes to the effective
achievement of the SDGs.

Future research may
emphasize how ESG factors
can serve in other contexts
and countries as a powerful
tool to demonstrate and
reinforce an organization’s
commitment to the SDGs,
capturing 24% of the SDG
targets.

Resource-Based View,
Stakeholder Capitalism,
ESG, and Sustainable
Competitive Advantage:
Embedding the Firm
within Ecology, Society,
and Governance (2022)

The study reveals that the
relationship between sustained
competitive advantage and a
company’s ESG footprint is
concave, showing that the
inequality gaps in ESG footprint
impact are 4.75 times greater
than the supply capacity of the
natural and business
environment. The study
concludes that managers should
reconsider their corporate
objectives to thrive in the new
economy centered on ESG and
stakeholder engagement.

Future research on ESG and
competitive advantage may
explore how the integration of
ESG practices affects
innovation and business
resilience across different
sectors and regions.
Additionally, examining the
relationship between ESG
practices and talent attraction
and retention, as well as
consumer perception and
long-term financial
performance, could provide
valuable insights for
companies seeking to
improve their competitive
position through sustainable
practices.
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Chart 3: Articles analyzed based on the results and indications for future research.

Study Title / Year

Main Results

Future Research
Indications

The Moderating Effect of
the Adoption of the
Integrated Reporting (IR)
Framework on the
Relationship Between
Environmental, Social,
and Governance (ESG)
Disclosure and a Firm’s
Competitive Advantage
(2022)

The study found that ESG
disclosure positively influences
firms’ competitive advantage
and that the adoption of the
Integrated Reporting (IR)
framework strengthens this
association. Using cognitive
cost theory, the study suggests
that the IR format helps improve
understanding of the connection
between sustainability practices
and value creation, potentially
enhancing firms’ competitive
advantage

Future research could
explore how different formats
of Integrated Reporting (IR)
affect stakeholder
perceptions and the
effectiveness of ESG
disclosure across various
industries and regions.
Additionally, investigating the
practical implementation of
the IR framework and how it
impacts innovation and
financial performance over
time could provide insights
into the adaptation process
and the real benefits of
integrating ESG and value
creation.

Environmental, Social,
and Governance (ESG)
Disclosure, Competitive
Advantage, and Firm
Performance in Malaysia
(2021)

The study reveals that
engagement in ESG activities
improves firm performance and
competitive advantage by
facilitating access to financing
and reducing the cost of capital.
The introduction of the
FTSE4Good Bursa Malaysia
Index encouraged the adoption
of ESG practices in Malaysia,
and it is recommended that the
government promote reforms
and provide support to increase
participation in ESG activities
and benefit the entire value
chain.

Future studies should also
explore how different types of
ESG disclosures — such as
climate change, diversity,
human rights, employee
health and well-being —
affect firm performance.
Furthermore, regulatory
frameworks for SMEs are still
in their early stages, and
regulators should encourage
SMEs to incorporate ESG
disclosure activities into their
operations. Since SMEs
represent about 90% of
businesses in Malaysia,
future research could focus
on SMEs, addressing issues
related to firm resources and
technical expertise in
implementing ESG disclosure
activities.
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Chart 3: Articles analyzed based on the results and indications for future research.
Study Title / Year Main Results Futlur(? Re_search
ndications
Future research could
explore technical and
The study describes the scientific aspects not
sustainable business model of addressed in this study, such
La Farga, a leader in copper as materials science and
recycling technology, process engineering, to
Technological Recycling highlighting tha.t its recygled deep_en the understanding of
Innovation as a Source of | C°PPer producpon contributes to | the cwcular_gconomy atlLa
Competitive Advantage: economic, social, an.d N Farg_a. Addltlonlally, a more
The Sustainable and " | environmental sustainability. detailed analysis of the
Circular Business Model The r_esults .show that, due to components of the qrculgr
of a Bicentennial certain barriers, the company business model — including
Company (2021) must adopt a gradual approach, | the value proposition and
combining linear and circular collaborative partnerships —
models to maintain its as well as the relationship
competitiveness. between being a family-
owned company and
sustainability, could provide
further insights into
competitive advantage.
Preliminary results show a
strong positive relationship
between the governance factor
and firm market value, as well
as between the environmental
ESG, Competitive factor and firm market value. In | Future research should
Advantage, and Financial | addition, there is a moderate explore in more detail the
Performance: A positive relationship between relationship between ESG
Preliminary Investigation / | the governance factor and indicators and economic and
(2020) market performance (Book financial performance.
Value per Share and Leverage),
and between the environmental
factor and market performance
(Book Value per Share and
Leverage).
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Chart 3: Articles analyzed based on the results and indications for future research.
Study Title / Year Main Results Future Research

Indications
This study considers
sustainable competitive
advantage as an aspiration
level. The paper discusses the
effective use of natural
resources, business
development, and sustainable
competitive advantage. Several
manufacturers, communities, Sustainable development is a
Multicriteria Decision and stakeholders can benefit process of continuous
Analysis to Develop from the coopetition solutions improvement; therefore,
Effective Sustainable explained through the proposed | companies will need to keep
Development Strategies | method. The suggested investing resources to
for Enhancing approach combines the enhance their ability to
Competitive Advantages: | balanced scorecard and a new achieve expected goals in
The Case of the TFT-LCD | modified hybrid multiple- the future. Future research
Industry in Taiwan (2016) | attribute decision-making model, | may focus on specific
which together adopt the challenges in Taiwan.
DEMATEL technique to
construct an influential network
relation map and develop a
DEMATEL-based ANP with the
VIKOR method to provide
strategies that integrate
environmental sustainability and
competitive advantage.
Source: Research data (2024)

The analysis of the results illustrated in Chart 3 revealed that the
competitive outcomes achieved by companies through ESG are a significant and
evolving topic in both the business and academic contexts. Furthermore, the
systematic analysis showed that ESG disclosure not only increases transparency
and corporate reputation but also contributes significantly to competitive
advantage and firms’ market value. ESG practices help attract investors and
foster customer loyalty, promoting a positive image and improving financial
performance, which in turn differentiates firms from their competitors.

The analysis also demonstrates that strategies such as product
differentiation and cost leadership can positively influence ESG performance,

while coopetition and the presence of women in leadership roles also play
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important roles in achieving competitive advantage. Additionally, the integration
of ESG with the United Nations Sustainable Development Goals (SDGs) is crucial
for companies in developing countries such as Argentina, Brazil, China, and
India. The study suggests that the adoption of Integrated Reporting and
sustainable practices can strengthen firms’ competitive position and financial
resilience in the long term.

Within this context, ten relevant points were identified that deserve to be
highlighted and explored in future studies around the world:

1st Impact of ESG Disclosure on Firm Value: Investigate how ESG
disclosure affects the market value of financial and non-financial firms,
considering possible differences between sectors and regions.

2nd Regions and Diverse Attributes: Explore the impact of ESG
practices in non-financial firms in regions such as Asia and other developing
countries, including additional attributes such as customer satisfaction and
reputation to assess whether these have a greater effect on competitiveness.

39 Wage Disparities and Competitive Strategy: Analyze the
relationship between wage disparities, competitive strategy, and ESG
performance to understand how these variables interact in various political, legal,
and cultural contexts.

4" Competitive Advantage and Market Performance: Identify
appropriate levels of competitive advantage and explore whether factors such as
adjustment, size, growth, leverage, and sector influence firms market
performance.

5t Sustainable Joint Ventures and Competitive Advantage: Study
how sustainable joint venture models and the creation of high-value entities
impact firms’ survival and expansion, focusing on sustainable competitive

advantage.
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6t" Female Participation and Competitive Advantage: Investigate the
impact of qualified women’s presence on corporate boards on firms’ competitive
advantage, and how their knowledge and perspectives may influence decision-
making in the ESG-competitive advantage relationship.

7t Geographical Diversity and Additional Factors: Expand the
sample to include firms from different countries and explore additional factors
such as differentiation strategy and business ethics. Understanding these
phenomena may reveal whether such factors are beneficial for companies that
embrace socio-environmental ethics or detrimental for those that do not.

8th Sustainable Practices and Financial Resilience: Examine how the
integration of ESG practices affects innovation, financial resilience, and
competitiveness across different sectors and countries.

9th Integrated Reporting (IR) Formats: Assess how different Integrated
Reporting formats affect stakeholder perceptions and the effectiveness of ESG
disclosure, and how political, legal, and cultural issues may impact transparency
and reporting.

10" echnical Aspects and Circular Business Models: Explore
technical aspects of the circular economy, such as materials science and process
engineering, and conduct a more detailed analysis of value propositions and
collaborative partnerships in circular business models. Addressing circular
economy issues in relation to ESG and competitive advantage could reveal how
companies can reduce costs and waste, access new markets, lower risks, and

develop strategic partnerships to outperform competitors.

CONCLUSION AND LIMITATIONS
This research aimed to analyze the scientific production on ESG and its
relationship with competitive advantage between 2016 and early 2024, based on

publications indexed in the Web of Science database. The main findings indicate
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that there is still limited research addressing ESG as a source of competitive
advantage, which makes current investigations more challenging. The results
from the Web of Science show that adopting ESG practices improves firms’
image and reputation, positively impacting financial performance, market value,
and consequently, their competitive advantage over rivals.

Companies that invest in ESG tend to attract more investors and
strengthen customer loyalty, promoting sustainable competitive advantage.
Transparency in ESG disclosure is essential to maintain stakeholder trust and
maximize shareholder interests. The systematic analysis also revealed the need
for further studies exploring the relationship between ESG and competitive
advantage in different contexts and regions, as most existing research is
concentrated in Asia.

The research further highlighted that the field of ESG and its connection
with competitive advantage is expanding, though the full potential of investments
in environmental, social, and governance initiatives remains not fully understood.
Based on the findings, it can be inferred that understanding the strong
relationship between ESG and corporate performance across different areas,
countries, funding bodies, global economies, and public policies — particularly in
leading research centers — is essential. This understanding has direct
implications for interpreting results and applying the research in diverse
disciplinary contexts while providing insights for future studies on ESG and
corporate performance.

Therefore, based on the reviewed literature, it can be concluded that
studies with this theoretical approach have grown substantially in developed
economies. It is assumed that organizations — public or private, for-profit or
nonprofit — need to review their practices, processes, and strategies in pursuit
of better social, economic, and environmental outcomes. On the other hand,

companies have been seeking to reduce the impact of their operations to
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maximize assets, minimize operational risks, and improve economic
performance, even though some scholars remain skeptical of this premise.

This study has certain limitations that should also be considered in future
research. One limitation concerns the focus on open-access articles indexed
exclusively in the Web of Science. Another point is the limited number of articles
selected, which may restrict the depth of analysis. Finally, the research did not
account for regional contexts beyond those included in the database, which may

limit the understanding of the global applicability of the findings.
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