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MUPOBAA SKOHOMUKA

WORLD ECONOMY

VK 339.9

N3MEHEHUE KJIMMATA U ESG ®AKTOPBI B YCJIOBUAX HECTABUJIBHOCTH:
OIIbIT POCCHUHU M UH U

Exarepuna Baagumuposna CrenaHnoBa
Bonrorpaackuii unctutyt ynpasnenus — ¢punuan PAHXul'C, r. Bonrorpan,

Poccuiickas @enepanus

Ap. B. P. Axxur

A3marckas 1mKoja apXUTEeKTyphl 1 qu3aiinepckux nHHoBanmil (ASADI), Dpuakymnam, Uuaus

AnHoTanusi. Beedenue. B cratbe paccmarpuBaercs mpodiema MpUMEHEHHs! SKOJIOTHUECKHX, COLHAIbHBIX U
ynpasienyeckux (ESG) kputepreB Uil HHBECTHLMI M IPUHIMIIOB 0TYeTHOCTH B MHauu u Poccun, a Takxke MOJUTHKA
peanu3aniy yCTOWYHBOrO Pa3BUTH U OOPHOBI ¢ I3BMEHEHUEM KIIMMAaTa B 3THX CTPaHaX.

Memoow viccneoBaHyA, HCTIOIb30BAHHBIC aBTOPAMU B JAaHHOH paboTe, BKIIOYAalOT METOJONIOTHIO CTaTHCTHYE-
CKOr'o aHajinsa, IporHo3nupoBaHus, CPaBHCHU, MECTObI KOMIIOHOBKU MaTE€pUuaia u p€3yJbTaTOB UCCICTOBAHUA.

Ananu3z. Y CTONYUBBINA POCT SBJISCTCS PE3yIbTATOM KOMIIPOMHUCCA MEXKY JOJTOCPOYHBIMU IPHOPUTETAMH Pa3-
BUTHSI, OCHOBAaHHBIMH Ha yTJIEPOIHO-HEUTPAIbHOI 3KOHOMHUKE, ITOOAIEHOM BBEIEHHH HAJIOTOB HA BEIOPOCH! YIIIEPO-
HOTO ciesia, ObICTpoil M poBU3aLUK BCeX cdep AeSTeIbHOCTH 00IIeCTBa U BO3ACHCTBUU BLIOPOCOB ITAPHUKOBBIX I'a30B.
ABTOpBI CPABHHBAIOT BKJIIOUeHUE MPUHIHUIIOB ESG B HHIMHCKYIO M POCCHHCKYIO OM3HEC-TIOJIMTHKY, HAPABJICHHYIO Ha
00pr0y ¢ BO3AEiCTBHEM U3MEHEHHS KIIMMATa Ha yCTOHYHBOCTb.

Pe3ynvmamut. B cratbe enaeTcs BEIBOJ O TOM, YTO, HECMOTPS Ha MEHSIOIIYIOCS CUTYalluio B MUPOBOH HKOHO-
MHKe, KOMITaHUH TIPOJI0IDKAIOT pacmupsTh npuMeneHne ESG ¢akTopoB B cBoeH IEATEIFHOCTH C YUYETOM MOBBIIICHUS
3HAYMMOCTH OOIIECTBEHHBIX MHUIMATUB U 3(dexTrBHOrO ynpasneHus. Peanusanus HHUIMATUB B 3TOH 00JacTH CIIO-
coOcTByeT Oostee THOKOMY pearnpoBaHUIO OM3HECa Ha HOBBIE BBI30OBBI, YKPEIIISA HAPaBIEHHOCTh HAa YCTOHYMBOE pa3-
BuTHE U 3(pPexTnBHOE HYHKIMOHUPOBAHHUE B YCIOBHAX BHEIPEHHS [IeJIel YCTONYMBOTO Pa3BUTHA.

Kiouessie cioBa: ESG-dakrops, n3aMeHeHHe KiIUMaTa, yCTOHYMBOE Pa3BUTHE, T€ONOINTHYECKAsT HECTA0IIb-

HOCTb.
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Abstract. Introduction. The article deals with the problem of application of Environmental, Social and Govern-
ance (ESQ) criteria for investment and reporting principles in India and Russia as well as with sustainable development
and climate change implementation policies within these countries.

Methods. The research methods used by the authors in this work include the methodology of statistical analysis,
forecasting, comparison, methods of assembling materials and research results.

Analysis. Sustainable growth results from a compromise between long-term development priorities founded on
carbon neutral economy, global introduction of carbon footprint emission taxes, on rapid digitalization of all areas of
activity in society, and impact of greenhouse gases emissions. The authors compare incorporation of ESG principles in
Indian and Russian business policies aimed at fighting climate change impact for sustainability.

Results. The article concludes that despite the changing situation in the global economy, companies continue to
expand their rationale for ESG taking into consideration the increase in the importance of public initiatives and good
governance. Moreover, the implementation of many initiatives in this area helped businesses respond more flexibly to
new challenges, while increasing sustainability.

Keywords: environmental, social and governance, climate change, sustainable development, geopolitical insta-
bility.

Introduction

Environmental, Social and Governance (ESG) refers to a series of criteria revealing how a
business performs in protecting natural environment, governing relationships with its stakeholders
and as well how it solves issues of compliance with national regulation and shareholder’s interests
[21]. ESG standards are also taken into consideration in the investment process. In doing so, govern-
ment and business seek to obtain a qualitative difference rather than a quantitative shift [5]. Sustain-
able developmental goals introduced into national agenda particularly regarding the obligation to
meet corresponding indicators and the UN Principles for responsible investment in domestic policy.
This is a serious challenge for many nations, including India and Russia, their national public policies
in terms of compliance with ESG models, eco-friendly business conduct rules, corporate standards of
operation and social responsibility, especially in the period of social and political instability of 2022.

In the present context, the International Monetary Fund, the World Bank and the OECD low-
ered their global growth forecasts from 6.0 percent in 2021 to 3.2 percent in 2022 and 2.7 percent in
2023 as companies face higher costs and less predictable demand amid increased uncertainty and
forced restructuring of supply chains [37]. Under such conditions, it will be more difficult for busi-
nesses to raise funds for projects focused on the implementation of the ESG agenda, environmental
and social initiatives, and practices to improve corporate governance.
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According to the Moody's rating agency, since 2021 the issuance of all types of sustainable
bonds including green, social, linked to indicators of sustainable development against the backdrop
of the increased market turmoil in February-March decreased by 11 % and by 28 % in annual terms,
amounting to $203 billion [13].

Materials and Methods

For the purpose of proving conclusions connected with global trends and relevant measures
applied for implementation of ESG regulations of national production and exports, the authors con-
sidered the existing developmental adjustments of such countries as India, Russia as well as some
relevant global trends. The International Monetary Fund projected the reduction of economic growth
for India from 8.1 in 2021 to 6.1 in 2023 and for Russia from 4.7 to -2.3, respectively [37].

However, according to the Climate Bonds Initiative, in May 2022, the issuance of green bonds
globally increased significantly, it amounted to $ 54.8 billion (from $ 30.3 billion in April) [30]. EU
is the main market for green finance, outperforming Asia for the first time in recent months, with
bond issues in the region amounting to $36 billion (65.7 % of global volume, 76 issues, the average
size of one issue was $473.6 million). The Asian market came in second ($14 billion, 25.5 % of global
volume, 43 issues, the average size of one is $324.5 million), North America, with one of the lowest
figures for the last year, came third ($4.8 billion, 8.8 % of the world volume, 138 issues, the average
size of one is $35 million) [30].

However, according to a PwC survey, 75 % of investors believe that companies should address
ESG issues even if profits shrink in the short term [30]. 2022 saw an increase in social agenda rele-
vance due to worsening economic problems, rising resource and food prices, increase in inequality
and high levels of debt in developing countries. Furthermore, within the environmental agenda, the
focus is shifting from combating climate change to adapting to these shifts, which is also associated
with a reduction in the impact on the population. There is a rapid expansion of national and regional
green systems. According to NATIXIS, so Russia, Mongolia, Malaysia, China and the EU have their
own taxonomies for assessing compliance with ESG principles; another 20 countries and associations
are developing them [35].

Analysis

India’s Perspective

It is no secret that industrial revolution and its aftermath are responsible for environmental
degradation through the past two and a half centuries. The silver lining in the clouds, in the Indian
contest, for example, are the sighting of the Himalayas from 200 kilometers away of Jalandhar city
in Punjab after more than 60 or 70 years, reappearing of crystal clear water in Yamuna and Ganga,
sighting of western Ghats from city of Trivandrum, emerging of breathable unpolluted air in cities
like New Delhi, Stopping of discoloration of great monuments like TajMaha, etc. All without any
efforts or interventions of any institutions or governments. The above mentioned positive changes
happened only on account of 450 days of slumper of the economy. But it also throws up the question
whether the gained environment advantage is more important than the lost out economy or is it the
other way.

ESG criteria improve the quality and value of conducted business operations. At the initial
stage, the business has to invest into ESG compliance, but in the long run, higher economic return
may be obtained. Business adherence to environmental regulations diminishes social and environ-
mental risks globally, including world climate change with high frequency and gravity of extreme
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weather conditions. India is placed fifth among the top G20 nations to suffer economic perishes be-
cause of severe climate conditions, according to the Brown to Green Report [1].

Sustainable investment is a priority commitment to ESG criteria in India, which has grown
exponentially over the past years; the assets under management from 283.5 million US dollars in
2019 to 1.5 billion in 2022 [2]. The trend might be influenced by the fact that the country faced some
natural disasters provoked by rising sea levels and droughts, according to the report “An Approach
to Climate Risk Stress Testing of Central Counterparties” conducted by ESTMA [5].

Business in India are encouraged to adapt to future regulations, requirements of declaration
of net zero emission targets after India Prime Minister stipulated that the nation would achieve net
zero emissions by 2070 [20]. Companies have the opportunity to benefit from ESG initiatives if they
set feasible sustainability goals and evaluate their progress accordingly regarding identifying long-
term investments, costs reduction and risk optimization.

However, the exponential policies shift in India and Russia might provoke uncertainty among
companies and make them report their ESG non comprehensively or misuse sustainability reporting
to ameliorate public image [15]. One of the reasons is that top management of big business does not
regard the reporting as their priority and treat it rather as a corporate philanthropy.

In India, social and environmental compliance of business regulation is carried out by laws
including the Environment Protection Act of 1986 [14], Minimum Wages Act of 1948 [24] and the
Companies Act of 2013 [8]. Furthermore, the Indian Ministry of Corporate Affairs published the
voluntary guidelines on social, environmental and economic responsibilities of business which incor-
porate 9 principles presenting the Long-Term Sustainable Value of Indian business [22].

However, there is no single act or law that particularly guides companies towards ESG com-
pliance. A list of a thousand companies grouped by market capitalization is published annually by the
Securities and Exchange Board of India; in financial year 20222023, it is to take into consideration
Business Responsibility and Sustainability Reporting section from business annual reports [28]. In
India, currently there are 1.48 million 20 businesses, however, the Securities and Exchange Board of
India indicated that only 0.1 % of the total number are ESG compliant [32]. The same situation is
observed in Russia where out of over 2.6 million business enterprises recorded in 2021 [26], only 160
set off to comply with ESG criteria [17].

Russia’s Perspective

Being a member of UNFCCC, as well as the Paris Agreement on Climate Change and the
Kyoto Protocol, Russia possesses large territory with varying climate, determining specific features
of climate change as it has a more rapid pace of warming than in the rest of the globe.

Russian business is encouraged to sustain environmentally friendly policies despite instability
in the global situation. Overall, the environmental aspect of business has gained importance recently,
«green» agenda plays a role for both the state and society, and an attitude to protecting nature is a
component of the company's reputation. During the session «Ecology for business or Business for
Ecology», held within the framework of the St. Petersburg International Economic Forum 2022, en-
trepreneurs and government officials stressed the need to maintain the trend towards environmental
friendliness despite global challenges [34].

In new geopolitical realities, Russian business have to adapt in the following areas: sustainable
development, economic transformation, social agenda, digital strategy, strategic sustainability of re-
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gions, creative industries and import substitution. It is considered that in order to solve global envi-
ronmental problems, companies around the world need to work closely with each other, share tech-
nologies and experience. For instance, international collaboration showed its effectiveness during the
pandemic in the development of vaccines [33]. Among the key factors in the effectiveness of the
principles of sustainable development and ESG, the experts name the setting of realistic goals based
on a detailed analysis of the company's internal processes [12].

Russian Federal Law No. 296-FZ of July 2, 2021 «On Limiting Greenhouse Gas Emissions»
has determines the framework in the climate agenda of the carbon market, which has several goals:
reduction of emissions and increase in absorption of greenhouse gases that affect temperature
changes, the presence of an economic basis ensuring market cost-effectiveness, and creating of con-
ditions for industry and production modernization for environmental impact [31].

National Projects of the Russian Federation presume sustainable development indicators reg-
ulated by the Decree of the President of the Russian Federation No. 474 «On the national development
goals of the Russian Federation for the period till 2030» [11]; Decree of the President of the Russian
Federation No. 204 of May 7, 2018 No. «On national goals and strategic objectives for the develop-
ment of the Russian Federation for the period till 2024» [10].

According to some experts, growing environmental footprint from economic activity, reduc-
tion of societal divide and inequality in Russian society cause reduced psychological comfort, dele-
gation of responsible decisions to algorithms, loss of control over digital privacy, social divide, grow-
ing environmental footprint of economic activity [4, p. 10]. Large companies have already understood
and are responding to the demands of foreign investors for sustainability reporting. The vector has
been set, and they are already accustomed to the fact that the disclosure of information about sustain-
able development benefits the company itself [29, p. 89-90]. Principles of responsible investment and
ESG factors include Policy of Bank of Russia regarding the adoption of ESG investment criteria by
Russian financial system within the economy transformation [3].

In the internal market, some companies take advantage of the current geopolitical situation,
curtail environmental projects and stop modernization. However, according to the report of Victoria
Abramchenko, deputy prime minister of the Russian Federation, Russian business invested more than
1 trillion rubles in environmental projects in 2021, which that is 151 billion rubles more than in 2020
[1].

Russian business has to address challenges with equipment and technologies and sources of
financing for environmental modernization. One of the priority environmental areas at the moment is
municipal and industrial waste treatment. According to the reporting, in Russia at the moment there
are about 8 billion tons of waste products from various industries [7].

The current environmental measures taken in Russian include as well fight against negative
consequences of pollution: the problem of waste has accumulated since the Soviet era, and still con-
tinues. In 2022, 60 wells of the unallocated subsoil fund were utilized for the first time. State corpo-
rations take part in liquidation of negative consequences: State Atomic Energy Corporation Rosatom,
a Russian nuclear technological company, is the sole executor of the project for the reclamation of
the Chelyabinsk landfill, Europe's largest municipal solid waste dump. Thanks to the reclamation,
two tasks were achieved, including obtaining an ecologically clean territory and reducing emissions
of harmful substances.
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It is of common knowledge, Industrial waste of the first and second hazard classes cause ir-
reparable harm to nature, if neutralization was not carried out. In industrial areas, production waste
is also liquidated by Russian corporations; for example, in the Irkutsk region land fields with metallic
mercury waste are taken care by Rosatom; in total, 30,000 solid waste objects can be identified across
the country. The total volume of industrial solid waste is estimated at 10 million tons by the head of
Rosatom at about at the St. Petersburg forum in 2022 [1].

Dangerous substances are not only accumulated on the surface, they are distributed in wells,
lakes, mixed with the ground, so neutralization of the harm might take years. Thus, Russian govern-
ment set the task of a large state corporation to process industrial waste of the first and second hazard
classes in the amount of 350,000 tons per year. To do this, in 2021, a system for accounting and
controlling the turnover of waste was created [9].

In the Russian Federation, there is not always enough processing capacity, so by 2025 it is
planned to build 7 hazardous industrial waste processing plants. Some of them are created from
scratch, the other part is built as a result of the industrial reconstruction of chemical weapons pro-
cessing plants. It should be noted that compliance with environmental requirements by business is
costly, as it requires investments in additional cleaning, reduction of harm to nature, and training of
personnel. The construction of processing plants is financed in half from the budget and the income
of state corporations [19].

Lack of drinking water is an urgent environmental problem: the shortage of this resource is
already observed in many regions. Scientists express concern about the state of many water bodies,
including Baikal from private tourism [36]. Rosprirodnadzor controls the responsibility of business
in the field of environmental safety. Big business is slowly accepting environmental responsibility,
but there is a problem of recovery fines from companies that have violated environmental standards:
about 80% of all due payments are recovered in court.

One should take into account the role of Russian small and medium-sized businesses as a
driver of environmental responsibility and green innovation. Studies show that small and medium-
sized businesses are beginning to actively master the principles, methods and technologies of the
growing popularity of EGS-transformation, successfully expanding the space of environmental, so-
cial and management risks taken into account and the horizon of decisions made. ESG represents a
modern direction in which the involvement of small and medium-sized businesses in solving envi-
ronmental, social and managerial problems is achieved. The environmental principles determine how
much a company cares about the environment and how it tries to reduce the damage that is caused to
the environment.

In addition, a half of the Russian largest banks have introduced ESG-assessment of companies
into the lending process, and another 20 % are planning to. So, banks test each borrower for compli-
ance with the principles of sustainable development [23]. Thus, small and medium-sized businesses
have the opportunity to get better lending conditions if they apply sustainable development practices
using green technologies. Banks are becoming the main driver of implementation in Russia, and the
availability of additional incentives and support for banking makes it possible to speed up this pro-
cess.

Green employment has become an opportunity for small and medium-sized businesses caused
by modern conditions. This type of employment aims to reduce pollution, conserve natural resources,
and help build the environment. The creation of «green» jobs ensures that production activities will
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not affect the negative changes in the environment. Stimulation of personnel to reduce the negative
impact on the environment, increase the environmental and economic efficiency of small and me-
dium-sized businesses, increase the level of waste processing and reduce their generation, requires
the introduction of green technologies that improve the state of the environment by reducing the neg-
ative impact on it, provide improvement public health, allow to ensure safety, resource efficiency,
environmental friendliness of the functional activities of small forward organizations.

Conclusion

According to the last ranking of ESG factor in Russian companies, out of over 2.6 million
business enterprises recorded in Russia [27], only 160 companies from 20 sectors of the economy
assigned to one of nine rating classes ranging from «C» to «AAA» [25]. It reflects the level of man-
agement of exposure to ESG risks and the use of opportunities associated with environmental and
social factors.

Management of environmental transformation of businesses in the context geopolitical and
economic instability is possible through a set of interrelated resource and incentive measures. A syn-
ergistic effect is facilitated by the use of green technologies, resolving the contradiction between the
main goal of organizations - making a profit and their interest in caring for the environment, saving
and reproducing natural resources, and preserving the health of the population. The authors noted that
the significance and speed of changes in the surrounding world, basic threshold values of environ-
mental indicators, cumulative risks determine the strategy of Mitigation as preventive action and min-
imization of existing consequences.

The authors conclude that despite the changing situation in the global economy, companies
continue to expand their rationale for ESG taking into consideration the increase in the importance of
public initiatives and good governance. The implementation of many initiatives in this area helped
businesses respond more flexibly to new challenges, while increasing sustainability. It should be
stated that the global issue of climate transformation and global ecological factors can be dealt only
through international cooperation and leadership. In turn, the factor of Governance in ESG model
becomes more important in terms of assessing geopolitical and national risks. In India and Russia,
specific institutional infrastructure is to be introduced and supported in order to obtain sustainable
development goals and transition to carbon neutral economy. So, the environmental factor should be
regarded as a well-developed comprehensive aspect like the labor and the land factors.
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