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Abstract

The paper explores different approaches to defining the concepts of ESG (Environmental, Social,
Governance) and sustainable development and substantiates the position that ESG transformation
of management systems is the ideological embodiment of a comprehensive solution to economic,
social, and environmental problems facing the state, business, and society. In this regard, it is ad-
visable to view the seventeen UN sustainable development goals (SDGs) through the prism of a set
of specific mechanisms to ensure that their achievement is based on ESG ideology. In essence,
ESG ideology integrates the triunity of economic, environmental, and social principles inherent in
all SDGs, and is a tool for verifying the feasibility of the specific mechanisms that are developed
and implemented to achieve each of these goals. Applying an interdisciplinary approach, which is
preferable for research of sustainable development issues and assessment of key factors for ESG
transformation of management systems, the authors reveal manageable and unmanageable risks,
define trends for skill development in managers capable of its implementation, and identify the
nuances of achieving sustainable development goals through increased efficiency of interaction
between government, business, and society. Specific examples demonstrate that while good prac-
tices of the influence of developed civil society institutions on SDG achievement exist, its role is still
underestimated, which is a significant hindrance to the achievement of a balance between meeting
the objectively existing needs of the population and ensuring no harm to future generations. Re-
search results can be used by the professional community interested in promoting the ESG agenda
and achieving sustainable development goals based on ESG transformation of public and corporate
management systems.
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Introduction

ver the past few decades, the concepts of sustainable develop-

ment, corporate social responsibility (CSR), and the ideology of

ESG (Environmental, Social, Governance) transformation have
evolved from marginal theories to complex interdisciplinary scientific
and methodological concepts recognized both by academic science and
the business community. For the last half-century, countless studies on
corporate social responsibility and sustainable development have been
conducted all over the world, and hundreds of definitions for corporate
sustainability, social responsibility, and sustainable development have
been proposed.

Today, the need to develop new management models for different
levels of economic systems within the paradigm of sustainable develop-
ment, taking into account economic, social, and environmental trends,
is reflected not only in scientific papers but also in the strategic docu-
ments of the United Nations, most states and corporations.

A significant body of research has been devoted to the problems of
sustainable development and the application of ESG principles; howev-
er, no formalized and professionally recognized methodology to assess
ESG factors has been developed so far. Specific indicators of sustainable
development vary greatly depending on the research goals, objectives,
and subject. In addition, users of information, including investors,
managers, and other stakeholders, find it difficult to understand the
often inconsistent data presented in ESG ratings and reports.

It is worth noting that the process of forming a unified methodol-
ogy for the identification and assessment of ESG factors is still ongoing,
not only in the Russian Federation but also globally. Its first stage was
associated with the sustainable development indicators established by
the UN Commission on Sustainable Development (CSD) and the Or-
ganization for Economic Cooperation and Development (OECD). At
the next stage, the focus was shifted to the development of a methodol-
ogy to assess ESG factors at the corporate level, including through dis-
semination of MSCI ESG indices and Global Reporting Initiative (GRI)
brokers sector indicators. Currently, methodologies are being created
to evaluate the ESG maturity of management systems at different levels,
with regard to their size, geography, age, ownership structure, etc.

Since March 2021, the European Union’s Sustainable Finance Dis-
closure Regulation (SFDR)' has been applying. Regulation requires fi-
nancial institutions and advisors to disclose non-financial information
in relation to environmental, social and governance factors (ESG).

! Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019
on Sustainability-Related Disclosures in the Financial Services Sector. (L 317/1, 9.12.2019, L 317/1).
DOT:https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32019R2088&from=EN.
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OECD analysts presented recommendations for governments on the
development of regulation of the market of ESG-assessments®. This docu-
ment provides guidance for policy makers and market participants seek-
ing to strengthen ESG investing and finance a climate transition through
the use of quality metrics, ratings, targets and frameworks. In particular,
the recommendations indicate that the ESG assessment of companies,
among other things, should determine the level of involvement of com-
panies in achieving the goals of the Paris Agreement and the UN SDGs.

The purpose of this study is to identify the factors that are hinder-
ing effective ESG transformation of management systems, as well as
barriers and constraints to the practical implementation of the concept
of ESG transformation of management systems in the process of evolu-
tion of theories and methodologies of socially oriented management
and the ESG transformation ideology, taking into account the emerg-
ing risks and challenges to sustainable development.

We believe that management systems are the key to successful ESG
transformation, which is a necessary prerequisite for a comprehensive
approach to addressing economic, social, and environmental issues fac-
ing the state, business, and civil society.

1. Evolution of Socially Oriented Management Theories
and the ESG Transformation Ideology

The ideas of social responsibility and socially oriented management
received wide public resonance after World War II. The term “cor-
porate social responsibility” was first introduced in 1953 by Howard
Rothmann Bowen in Social Responsibilities of the Businessman, which
stipulated the obligations of business executives to follow the goals and
values of society, respect its needs and produce social benefits along
with economic ones [Bowen, 1953].

The concepts of social responsibility, socially oriented management,
and sustainable development have taken different forms and have been
described in different ways depending on the time, field of study, or
context of the discussion. As Patrick Murphy noted in 1978 [Mur-
phy, 1978], the concept of corporate social responsibility (CSR) went
through four development stages.

1. The philanthropic era (prior to 1950).
2. The awareness era (1950s to 1960s).

3. The issue era (late 1960s to early 1970s).
4. The responsiveness era (1970s).

% Policy Guidance on Market Practices to Strengthen ESG Investing and Finance a Climate Tran-
sition. OECD Business and Finance Policy Papers. No 13. Paris, OECD Publishing, 2022. https://doi.
org/10.1787/2¢5b535¢-en.
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In the 1950s, along with the awareness of the need to comply with
the principles of corporate social responsibility and the requirement
for management decisions to be socially oriented, the scientific com-
munity embarked upon the development of general systems theory
and systems analysis. In this vein, Kenneth Boulding [Boulding, 1956],
a pioneer and advocate of general systems theory, views management
systems as complex open systems, inextricably linked to the external
environment.

As the concepts of socially oriented management and ESG evolved,
different researchers emphasized different internal and external en-
vironmental factors, depending on their assessment of the degree of
positive or negative impact of various factors on achieving sustainable
development goals or certain aspects of ESG transformation.

The most frequently cited external factors that influence the ESG
maturity of management systems at different levels are business reputa-
tion, the influence of the institutional business environment, includ-
ing regulatory risks as well as “new reality” risks associated with active
politicization of economic processes, trade wars, and the impact of the
pandemic [Mau, 2020], combined with the increasing impact of digi-
talization on the ESG agenda.

The sustainable development framework is used to assess the impact
of business reputation [Singh, Misra, 2021] and managerial percep-
tion of social and environmental efforts of a company [George, Schille-
beeckx, 2022; Vereshchagin, Shemyakina, 2021]. Considerable attention
is given by Russian [Emelyanova, Vasilev, 2021] and foreign [Kundurpi
et al., 2021] researchers to the institutional factors of the business en-
vironment and their influence on ESG transformation processes. Many
papers assess the impact of local authorities and the business environ-
ment on the motivation of businesses to ensure ESG transformation
and focus on the principles of sustainable development, which is es-
pecially relevant for small and medium-sized businesses [Escoto et al.,
2022; Martins et al., 2022].

The issue of determining the limits of regulatory pressure to achieve
sustainable development goals is raised both in Russian [Zenkina, 2021]
and in international research papers [George, Schillebeeckx, 2022]. It is
worth noting that many Russian authors note the growing influence
of regulatory ESG risks on the investment decision making process,
among them [ Smirnov, 2020; Zenkina, 2021] and others.

Research related to the ESG agenda is often focused on the issues of
using ESG reporting for information disclosure and increasing the ESG
maturity of companies [George et al., 2021; Olanipekun et al., 2021].
As noted in [Chipurenko, Lisitskaya, 2021. P. 26], if Russia develops
a set of internal standards for the presentation of ESG data in corporate
reporting, investors in the financial market will be able to justify the
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price of resources they provide, which will strongly motivate socially
responsible behavior of company executives. [Emelyanova, Vasilev,
2021. P. 25] point out the urgent need for greater detailing of informa-
tion disclosed by companies in order to improve the quality of ana-
lytics and ESG risk assessment of Russian companies at the regional
level. The authors emphasize that ESG transformation is increasingly
influenced by non-financial factors of the business environment such
as investor protection, established norms of regulation of inter-agency
conflicts [Wang et al., 2021], social preferences, and national culture
[Labidi et al., 2021].

Current research examines the impact of geopolitics on ESG trans-
formation processes. As noted by Christina Lubinski and R. Daniel
Wadhwani [Lubinski, Wadhwani, 2020], the recent growth of economic
nationalism can create political and economic opportunities, as well as
threats to the ESG transformation of multinational companies. Andrew
Delios, Gordon Perchtold, Alex Capri [Delios et al., 2021] believe that
the COVID-19 pandemic, geopolitics, and sanctions have significantly
impacted the nature and mechanisms of international competition, in-
creasing the degree of regulation of economic processes.

The impact of the coronavirus pandemic on business attitudes to-
ward social responsibility is evaluated in [Zattoni, Pugliese, 2021], its
consequences for ESG ideology in [Delios, et al., 2021; George, Schille-
beeckx, 2022], and the impact of digitalization on ESG transformation
and business attitudes in the sustainability paradigm in [Barrero et al.,
2021; George, Schillebeeckx, 2022; Schillebeeckx et al., 2022].

Internal factors affecting ESG maturity include business size, asset
structure, industry, ownership, cost, financial status, financial results,
and performance.

The ESG maturity of a company is analyzed from the perspective
of small and medium businesses in [Escoto et al., 2022; Martins et al.,
2022], as well as from the side of large businesses and multinational
corporations in [George, Schillebeeckx, 2022; Sun et al., 2021]. [Schil-
lebeeckx et al., 2022] considers asset structure, which in turn depends
on the industry and area of activity, as the most important factor deter-
mining executives’ attitude towards ESG transformation.

The relationship between corporate social responsibility and finan-
cial performance is explored in [Kamalirezaei et al., 2020, Ye et al.,
2021]. According to [Fatemi et al., 2018; Wang et al., 2021], accounting
for ESG factors along with traditional financial indicators to assess cor-
porate efficiency may increase the value of the company. V. D. Smirnov
[Smirnov, 2020] believes that the motivation of investors largely de-
pends not only on the financial performance of the company but also on
its efforts to meet the current development goals of the state and society
as well as attitudes towards the environment. Chinese authors Meng Ye,
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Hongdi Wang, Weisheng Lu [Ye et al., 2021] investigate mechanisms
for developing robust strategies to transform CSR programs into finan-
cial and value effects at macro-, meso- and micro-levels.

In general, thousands of papers have recently been published on
sustainability, ESG transformation, corporate social responsibility,
and corporate sustainability. They investigate the sustainability and ef-
ficiency of management systems, mechanisms of transition to green
economy, environmental, social, and cultural problems of ESG agenda,
their impact on sustainable development policy, values, skills and capa-
bilities required to ensure the sustainability of management systems at
different levels.

It is worth mentioning that despite extensive research devoted to the
topic of sustainable development, the body of knowledge and method-
ology related to the factors and mechanisms of ESG transformation of
management systems is still in formation.

2. Development of a Methodology
for the Analysis of ESG Transformation Factors

The study of corporate social responsibility, the substance of the
concept of sustainable development, and the mechanisms of ESG trans-
formation of management systems requires a comprehensive interdis-
ciplinary approach to developing tools for integrated assessment of en-
vironmental, social, and managerial aspects of public administration
and corporate structures. This approach can be considered a current
trend in the development of the theory of management decisions per-
formance evaluation.

One of the most common methods used to assess the effectiveness
of ESG transformation of management systems is the use of indicators.
An indicator is an observable value of any parameter of a process, ob-
ject state, or environment used to measure changes in the phenomenon
under investigation, characterizing it quantitatively or qualitatively.

The most common method for selecting target indicators is the so-
called SMART technology (Specific; Measurable; Achievable; Realistic;
Timed). However, its application has certain limitations, namely that
long-term SMART planning is pointless in a rapidly changing situation,
when the goals may become irrelevant before their target achievement
date, and in the case when the important part is not so much a specific
measurable result as progression in a certain direction.

Obviously, these limitations are very relevant in the current geopo-
litical reality. They do not nullify the logic of SMART technology per se,
but do require increased attention in its application.

Most researchers, including [Antonova, Shumkov, 2022; Dragomir,
2018; Rahdari, Rostamy, 2015], consider indicators to be barometers of
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social, economic and environmental conditions of economic systems,
or useful tools to assess various aspects of their overall performance.
In fact, there is no alternative to the use of indicators when it is either
impossible or unfeasible to reduce the achieved outcomes to exclusively
financial measures. This is the situation we inevitably face when solving
the task of evaluating ESG transformation of management systems.

The advantage of the indicator-based approach is the ability to in-
tegrate the non-financial aspects of activities in the decision-making
process, to assess the quality of management and sustainability of the
object of management in the long term. In addition, assessing ESG
transformation of management systems using this approach allows
us to analyze the risks and opportunities, which, in turn, helps justify
management decisions using representative accounting methods. The
assessment of ESG risks based on the indicator approach is made more
complicated by the existence of certain aspects of activity that are dif-
ficult to measure with any (not only financial) quantitative indicators;
therefore, expert evaluation is also required.

Various ranking models, regulatory documents and guidelines for
sustainable development, corporate social responsibility and ESG factor
evaluation were also used in this paper. In addition, it should be noted
that previously conducted scientific research, monographs and articles
devoted to the disclosure of the theory and methodology of sustainable
development are valuable sources for the development of the approach
proposed by the authors and were used to evaluate the key factors as-
sociated with ESG transformation of management systems.

Following the systems theory approach to risk factor assessment, we
group them into external and internal depending on their origin.

The external business environment factors affecting the ESG maturi-
ty of management systems on various levels are typically separated into
market-related factors (market concentration, market type, business
reputation and market position), institutional factors (regulatory risks,
the level of investor protection, established formal and informal norms
of regulation of inter-agency conflicts), and social factors (mentality,
social attitudes and national culture). Recently, new trends related to
the geopolitical situation, environmental and pandemic crises, com-
bined with the growing influence of digitalization, have had a strong
influence on the ESG agenda.

Most researchers, while emphasizing the increasing role of ESG ma-
turity in attracting investment, note the positive impact of businesses’ ef-
forts to maintain environmental and social sustainability on reputational
capital and the overall performance of management systems at various
levels. This logic holds for public administration as well. For example,
environmental and social risks have a very significant impact on the in-
vestment attractiveness of regions. At the same time, institutional factors
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of the business environment can have both positive and negative effects
on the processes of ESG transformation of management systems.

It is worth noting that the task of identifying the degree of interven-
tion by regulators and social control agents in business affairs and the
boundaries of rule-making and corporate responsibility is becoming
a fundamental scientific problem, defining the framework of social re-
sponsibility and additional obligations with regard to public welfare.

The process of developing uniform requirements for ESG informa-
tion disclosure in reporting is currently underway. Public non-financial
reporting in the field of environmental, social and corporate responsi-
bility and sustainable development enables partners, investors, analysts,
and other stakeholders to assess the company’s key non-financial indi-
cators and their level of transparency, and compare data presented in
non-financial reports.

Most researchers agree that the disclosure of ESG data will act as
motivation for executives to be socially responsible and achieve sus-
tainable development goals. Nevertheless, Gerard George and his co-
authors [George et al., 2021] raise the concern that while the recent
trend towards stricter regulatory requirements for sustainability re-
porting by regulators may lead to an increasing number of companies
complying with ESG requirements, current sustainability leaders may
refuse to further expand the boundaries of their activities.

Undoubtedly, geopolitical factors and increasing institutional plu-
ralism in the global business environment have a significant impact on
ESG transformation processes.

In a complex global geopolitical environment increasingly charac-
terized by nationalism, sanctions and trade restrictions, it can be dif-
ficult to implement measures to combat climate change that require
a global partnership to achieve sustainable development goals. Despite
the universally acknowledged urgency of the issue of combating cli-
mate change and the biodiversity crisis, factors such as political will,
the capacity to change legislation, and the ability to impose appropriate
legal rules and restrictions vary widely among countries.

In addition, shifts in the global world order have upset the balance
between globalization and localization, leading to significant changes
in the supply chains and sustainable development strategies of dif-
ferent countries. This environment creates contradictions related to
the need for a standardized global approach to sustainability issues
and the delegation of decision-making power to the national and lo-
cal levels. Geopolitical tensions and sanctions are disrupting value
chains, driving up costs and reducing profits. Many companies face
the probability of bankruptcy that was estimated to be vanishingly
small only a short time ago. Naturally, companies have begun to cre-
ate alternative supply chains to reduce their dependence on politi-
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cized decisions made in the countries where their partners are tradi-
tionally localized.

The COVID-19 pandemic and the unpredictable geopolitical chang-
es have changed the nature of international competition and the degree
of state involvement in the economy, leading to increased conflict and
declining trust among politicians and states. Under these conditions,
investments are redistributed between geographic regions, and the at-
titudes of businesses toward the ESG agenda are changing.

First, in the long-term aftermath of the pandemic, we will probably
see a structural change in governance mechanisms and business atti-
tudes toward corporate goals. During the pandemic, most governments
developed a range of mechanisms to help businesses, using fiscal policy
tools aimed at economic recovery and corporate survival. A wide range
of direct subsidies and support measures changed incentive systems
and control mechanisms, as well as the attitude of businesses toward
government regulation.

Second, the pandemic hasled to organizational challenges associated
with most employees working remotely, making it difficult to coordinate
their work. The idea of the workspace is gradually being reimagined;
working from home has become standard practice for many employees
and executives over the past two years [Barrero et al., 2021].

In [George, Schillebeeckx, 2022. P. 3] digitalization is seen as a tool
to accelerate the transition to sustainable development. Digitalization
has increased the transparency of information and corporate behavior,
put forward new reporting requirements for companies, forcing the in-
troduction of environmental monitoring and impact management sys-
tems, which increase the amount of information and digital industry
for ESG reporting. For example, remote sensors and other special de-
vices can not only monitor emissions in real time, but also record and
collect information about them in distributed databases.

Digitalization is transforming approaches to the assessment of
competitiveness and the impact of competitive mechanisms on busi-
ness. Thus, the effect of scale is reduced, but at the same time, new
competitive advantages arise, associated with network interaction and
the ability to use artificial intelligence for remote coordination of ac-
tivity, decision making, and goal achievement [George, Schillebeeckx,
2022. P. 6]. This means that large corporations that stick to analog
practices and procedures are much less flexible than digital platforms
and companies, smaller in size and with fewer internal resources,
which gain a competitive advantage through open access. With the
increasing volume and transparency of available information, the
classical approach to sustainability in terms of reducing negative ex-
ternalities (waste, pollution, injustice, etc.) is replaced by a concept
that presents sustainability and ESG strategies as competitive advan-
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tages that reduce costs and improve performance [Chelukhina, 2022;
Schillebeeckx et al., 2022].

Internal factors that determine ESG maturity at the corporate level
include business size, asset structure and industry ownership, form of
ownership, financial condition, financial results and performance. In-
ternal factors of ESG maturity of regions include financial system equi-
librium, the availability of qualified personnel, the level of infrastruc-
ture development, and innovation potential.

The list of factors could be expanded, however, a methodological ap-
proach that would link environmental and climate risks to social and
economic problems has not yet been created. In practice, programs to
combat poverty, climate change and energy efficiency are rarely coordi-
nated [Cornelis, 2020].

Our understanding is that isolated consideration of sustainable de-
velopment goals or their grouping by environmental, social and eco-
nomic (managerial) attributes represents a rejection of an integrated
interdisciplinary approach in favor of considering the main elements
of ESG without taking into account the real internal relationships be-
tween them. In particular, the achievement of the UN-approved SDG
“Partnerships for the Goals” is often exclusively associated with man-
agement quality’, although without simultaneously addressing social
and environmental issues, such a partnership is essentially impossible.
Fragmentation of ESG transformation factors is not fully justified and
may even lead to the unfathomable situation where companies with
poor SDG indicators may receive good ESG ratings®.

Overall, any deviation from a comprehensive consideration of the
mechanisms of SDG achievement, which requires a holistic approach
to social, environmental, and economic factors, can have negative con-
sequences. Therefore, the difference between the concepts of ESG and
sustainable development lies primarily in the fact that ESG embodies
the ideology of comprehensive solutions to economic, social, and en-
vironmental problems facing the state, business, and society, while the
17 UN SDGs should be regarded as a set of specific mechanisms that
ensure these solutions on the basis of ESG ideology.

In essence, this means that the ESG ideology is based on the triunity
of economic, environmental and social aspects inherent in all SDGs,
and this common base can be used as a tool to evaluate the perform-
ance of specific mechanisms developed and applied to achieve the 17
SDGs. This logic is reflected in Table 1 and Figure 1, which reflect the

* Seetra H. A Framework for Evaluating and Disclosing the ESG Related Impacts of AI with the
SDGs. Sustainability, 2021. https://www.researchgate.net/figure/SDG-through-the-lens-of-ESG-18_fig2_
353555440.

* Rundell S. The Transition From ESG to SDG. Sustainability in Practice. https://www.top1000funds.
com/2022/05/the-transition-from-esg-to-sdg/.
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logic of ESG transformation of management systems in relation to ex-
ternal and internal environment factors.

Table 1
The Essence of ESG Transformation of Management Systems
Origin of the ESG abbreviation ESG transformation of management
systems
Source Essential meaning Prerequisites Expected outcomes
environmental | Environmental security |« Common values | Strategic competitiveness
S social Social development o Effective of the object of ESG
institutions transformation of

governance | High-quality management management systems

Source: developed by the authors.

I Social Quality H Economic Quality I

Inclusive<Purple>Growth
Human Capital
@ Natural Capital » Ecological<Green>Growth

I Economic Quality I | Ecological Quality

Environmental
h Sustainability

Sustainable
Development

Fig. 1. Model for Integration of Three ESG Dimensions
of Sustainable Development (Raekwon Chung, 2022)

Consideration of external and internal factors affecting the condi-
tion and development of an object of management is a common meth-
od of strategic planning, known as SWOT analysis. Let us apply this
tool to identify the factors affecting the goal of conducting an effective
ESG transformation of management systems (Table 2).

Of course, the SWOT analysis data presented in Table 2 are general-
ized, and can and will have specific characteristics in each particular
case. For example, Moscow, which is the leader of the ESG rating of the
subjects of the Russian Federation, has a higher public awareness of the
essence of ESG, does not face the problem of poverty as acutely as other
regions, etc.’

® According to the National Rating Agency. https://www.ra-national.ru/.
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Table 2
SWOT Analysis: Factors of ESG Transformation of Management Systems

Impact
Contributes to ESG transformation Hinders ESG transformation
of management systems (+) of management systems (-)
Internal Strengths (S) Weaknesses (W)
« Availability of natural resources, which | « Low awareness of the population,
increases the sustainability of the econ- business, and public administra-
omy compared to other countries tion about the essence of the ESG

« High level of digitalization, which ac- agenda
celerates implementation of strategi- | ¢ Accumulated burden of environ-
cally important decisions, including | mental problems (annual forest

ESG transformation of management fires, landfills, reduction of biodi-
systems versity, etc.)

o Tendency to reduce administrative bar- | « Low income of the population
riers for businesses o Large number of urgent challenges

o Accelerated formation of institutions to that reduce financial opportunities
promote the ESG agenda for ESG investment

External Opportunities (O) Threats (T)

« Strategy aimed at acquiring technologi- | « A new geopolitical reality character-
cal sovereignty ized by unprecedented pressure on

« Training and development of person- the Russian economy through sanc-
nel, formation of competencies in the tions
field of ESG transformation mecha- | o Freezing of over $300 billion in Rus-
nisms of management systems sian gold and foreign currency re-

« Implementation of a comprehensive serves by unfriendly countries
program to improve environmental | e Low reliability and stability of sup-
awareness of the population ply chains

o Development of new mechanisms for | « High risk of a global financial and
ESG investment economic crisis, which may reduce

o Improving the culture of ESG report- the relevance of ESG agenda pro-
ing motion

« Formation and promotion of a system
of best regional and corporate practices
for achieving sustainable development
goals and implementation of corporate
social responsibility principles

Source: developed by the authors.

Similar conclusions can be drawn based on the analysis of ESG rat-
ings of corporate structures. For example, the leader of ESG ranking® by
the RAEX analytics agency is Polymetal, a company engaged in the ex-
traction of precious metals, which is ranked as follows: “E” - 1st place;

¢ It should be noted that the ranking under consideration is, in fact, a rating. The fundamental dif-
ference between the two concepts is as follows. Ranking is essentially a simple arrangement of objects of
analysis in descending or ascending order in accordance with the value of a specific criterion based on
available data. The distinctive feature of ratings is comparative assessment of objects of analysis, often with
multiple criteria, carried out in accordance with the rules developed by the rating initiators. From this point
of view, an ordered list of countries is a ranking, and a comparison of companies by ESG maturity is a rating
(for more on this see: Margolin A.M., Spitsyna T.A. Country Ratings Today and Tomorrow. State Service,
2020, no. 4(126), pp. 42-55). Therefore, from this point on we only use the term "rating" in relation to ESG
maturity assessment.
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“S” - 3rd place; “G” - 22nd place. Obviously, in this case, company ex-
ecutives have a systemic understanding of environmental safety, while
social challenges are not considered as significant for the company.
However, the risk associated with the need to find new markets amid
the introduction of bans on imports of gold from Russia by unfriendly
countries, especially given the company’s 22nd place in the “G” cat-
egory, requires close attention.

Despite the need to adapt the generalized results of the SWOT anal-
ysis to each specific object under consideration, its general logic is quite
applicable to the development of approaches to the assessment of ESG
maturity factors, discussed below.

3. Risks and Challenges Hindering Effective ESG Transformation
of Management Systems

Despite professional consensus around the need to promote the ESG
agenda and the creation of business models for sustainable develop-
ment, the approaches to developing a methodology to evaluate ESG
maturity factors of management systems at different levels and a set of
specific target indicators remain very varied and rather debatable.

As shown earlier, the methodology for assessing the ESG maturity
factors of management systems is closely related to the formation of
a ranking system. The number of rating agencies presenting sustain-
ability ratings (or ESG ratings) is increasing both locally and interna-
tionally. Global ESG ratings are calculated by Sustainalytics, Investor’s
Business Daily, MSCI, Institutional Shareholder Services, S&P Global,
and others. Sustainability ratings are also compiled by Russian rating
agencies such as Expert RA, SGM, ACRA, National Rating Agency,
RAEX, SGM, and others.

Almost all initiators of the creation of ratings have their own meth-
odology and measure ESG factors using a set of indicators which, on
the one hand, are in line with generally recognized determinants of sus-
tainable development, but, on the other hand, drastically differ among
agencies. With the growing number of such resources and the lack of
convergence between them, assessments of ESG maturity factors of
economic systems are diverse and inconsistent, which presents chal-
lenges to interpreting the results of various rating assessments among
researchers, corporate executives, investors, and practitioners.

In 2022, building on existing OECD research on ESG ratings, and
in particular on the ‘E” environmental pillar, OECD analysts examined
the reasons for differences in rating agencies’ ESG ratings and identi-
fied key metrics developed by ESG rating providers’. As noted in the

7 ESG Ratings and Climate Transition: An Assessment of the Alignment of E Pillar Scores and Metrics. OECD
Business and Finance Policy Papers. Paris, OECD Publishing, 2022. https://doi.org/10.1787/2fa21143-en.
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paper, challenges with investing in ESG include limited transparency
and comparability of ESG methodologies and metrics.

In our opinion, of crucial importance for ESG rating is the assessment
of key risks that prevent ESG transformation of management systems.
It is advisable to classify these risks into manageable and unmanageable
(a similar classification was proposed in® as applied to investment risks).
Essentially, the assessment of manageable risks is reduced to determin-
ing the costs required to reasonably minimize them, while unmanageable
risks can only be assessed through expert analysis. Table 3 presents man-
ageable and unmanageable risks within the framework of Jean-Baptiste
Say’s three factors of production theory (“capital, labor, land” or, in a more
modern interpretation, “financial capital, human capital, natural resourc-
es”), meaningfully supplemented by taking into account such resources
as information, entrepreneurial talent and institutions (which Nobel lau-
reate Douglass North understands as a set of formal and informal rules
and mechanisms to ensure their implementation). The implementation
of the proposed approach to the assessment of ESG risks can serve as the
basis for the development of business models to ensure long-term eco-
nomic, social, and environmental sustainability, taking into account the
interests of a wide range of stakeholders.

4. Prerequisites for ESG Transformation of Management Systems

At present, there is an ongoing process of development of normative
and legal foundations and methodologies for the assessment of factors re-
lated to ESG transformation of management systems in the Russian Fed-
eration. Several resolutions and legislative acts have been adopted in the
field of sustainable economic development, methodologies for evaluation
of sustainable development project criteria, and development of non-pub-
lic financial reporting; the Bank of Russia has developed practical guide-
lines for ESG accounting, and new standards have been put into effect’.

Per the Concept for the development of public non-financial report-
ing', the design of an ESG factor assessment methodology is associ-
ated with the development and implementation of requirements for

8 Margolin A. M., Margolina E. V., Spitsyna T. A. Economic Evaluation of Investment Projects. 2nd ed.
Moscow, Ekonomika, 2018. https://elibrary.ru/uqvvds.

° Decree of the Government of the Russian Federation of September 21, 2021 No. 1587 “On ap-
proval of the criteria for sustainable (including green) development projects in the Russian Federation
and requirements for the verification system of sustainable (including green) development projects in the
Russian Federation”; Information Letter of the Bank of Russia of December 16, 2021 No. IN-06-28/96 “On
Recommendations for the Board of Directors of a public joint stock company to consider ESG factors and
sustainable development issues”; National Standard of the Russian Federation GOST R ISO 37101-2018
“Sustainable Development in Communities. Management System. General principles and requirements”
(approved and put into effect by the Order of the Federal Agency for Technical Regulation and Metrology
0f 07.08.2018 No. 461-st).

1 Government Order No. 876-r of May 5, 2017 “On the Concept for the Development of Public Non-
Financial Reporting and the Action Plan for its Implementation”.
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public non-financial reporting parameters, including the categories of
organizations involved, the amount of information provided, the list
of basic indicators of sustainable development and additional criteria
based on industry specifics. The Bank of Russia, as part of its discus-
sion on non-financial reporting, proposed abandoning the term “non-
financial reporting” in favor of “sustainability reporting”, explaining
that ESG factors reflected in the so-called non-financial reporting also
affect a company’s financial indicators. According to the regulator, the
establishment of a single standard for the disclosure of ESG informa-
tion in reporting will solve the key problem of ensuring the reliability,
completeness, and comparability of disclosed data.

[Martins et al., 2022; Rahdari, Rostamy, 2015] propose a wider im-
plementation of sustainable development standards into the practice
of corporate governance as mechanisms for managing ESG risks. In
their opinion, this will improve business efficiency and serve as evi-
dence of the benefits of achieving sustainable development goals. The
rapidly growing trend towards increased amounts of socially respon-
sible investment also demonstrates the integration of the ESG agenda
into the investment process and maximizes the long-term interests of
investors.

The assistance that state authorities may provide for the transition to
ESG at different levels of management consists in encouraging certain
specific measures aimed at achieving sustainable development goals.
Following the logic of this study, here is our recommended approach to
ESG transformation of management systems, the framework of which
is based on three key considerations:

A. The need for ESG transformation of management systems gener-
ates the need for the formation of appropriate managerial competencies
(note that we quite deliberately put human capital in first place in Table
3). The proposed structure of such competencies and general trends of
their development are presented in Table 4. Given the above, it becomes
obvious that a necessary (but certainly not sufficient) condition for ef-
fective ESG transformation of management systems is the training of
personnel deeply versed in these issues, involving the development and
implementation of appropriate programs of higher and (primarily) ad-
ditional professional education for public administration and business.

It should be noted that the groups of competencies in Table 4 are
interpreted broadly. For example, “resource management” implies the
need to conserve resources and increase the efficiency of the use of all
types of resources listed earlier in Table 3. In this context, the focus is
not only on financial or natural resources but also on information as
a type of resource. Accordingly, the development of digital competen-
cies, which is a prominent current trend, is seen as a prerequisite for the
ESG transformation of management systems.
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Table 4

Development of Managerial Competencies
in the Context of ESG Transformation of Management Systems

Competencies The logic of competency development in the context of ESG
transformation of management systems

Values and ethics From the cult of current consumption to achieving national security
and sustainable development goals

Strategic thinking | From a short-term goal focus to long-term priorities & From Quantity
to Quality of output,

Communication From autocratic management to building effective management teams
Effective From excessive administration to building trust between the state,
management skills | business, and civil society

Resource From wastefulness to resource conservation and efficiency
management

Source: developed by the authors.

B. ESG transformation of management systems has a decisive impact on
the prospects of achieving SDGs. Moreover, it is based on two “triads of sus-
tainable development”: 1) effective interaction of the state, business, and
civil society (Table 3); 2) mandatory consideration of each of the SDGs as
a whole, taking into account economic, social and environmental factors,
excluding the binding of any SDG only to "E", "S" or "G" (it was in this
logic that the formation of managerial competencies was considered in
Table 4 and expanded in Table 5 in relation to various SDGs).

C. The role of civil society in solving the problem under considera-
tion is currently underestimated. One factor that is hardly ever taken
into account is that some consumers are willing to pay a voluntary
carbon tax, expecting that their example will contribute to an acceler-
ated ESG transformation of state and corporate management systems.
For example, according to opinion polls in South Korea, 48% of the
working-age population currently support this idea, while 45% view
it negatively. Nevertheless, society alone, no matter how conscien-
tious, will not be able to solve the problem of achieving sustainable
development goals. Government support is indispensable in terms of
providing preferences to green agenda advocates and businesses that
are willing to strengthen their brand through ESG transformation of
corporate governance (Fig. 2).

In general, the recommendations given in this article, as well as fur-
ther research aimed at developing mechanisms of ESG transformation of
management systems, may contribute to overcoming the negative trends
in global development (see Figure 3), which were quite poignantly de-
scribed by English historian Arnold Joseph Toynbee: If mankind does re-
spond to the challenge of its present self-imposed ordeal by saving itself from
self-inflicted genocide, this will have been the reward of a common effort to
transcend all the traditional divisions and to live as one family for the first
time since mankind made its first appearance on this planet.



Theory and Practice of ESG Transformation of Management Systems

98

uornjeoridde reonoerd

2Injdonajseljuy pue

11943 JO $90UANDISU0D [e100S PUE [BJUSWUOIIAUD Y} JUNOOIE OJUI SUDE} INOYIM 350y dO[2A3p 03 d[qIssoduut ST It ‘SSIPYIAIN | A[renbs ‘uoreaouu]
*SUOISIOAP [RIISSRURW PUB SWSIURYDIUW dJIwouo0da Ly1enb-ysiy jo juawdopasp ay ‘e 240qe ‘sa1mbax DTS SIY3 JO JUIWIASIYIE YL, | § pue 7 £nsnpuy
0 £q pakorduue swIsTURYOAW 31} 0) SJUTEI)SUOD SE
o' § pue g 9oeJ U AILIND3S [BJUSIWUOIIAUD dINSU pue 1] Jo A)enb a1y aaoxdwur 03 djoy ‘yons se yamo1d srwrouods yymm Suore Jey IMOID)
$9139)B115 UO SND0J 0} A18$5909U 210J213Y3 ST I] ‘A}[enbaut [e00s UI 25BIIOUT UB pUE UOHEPERIZIP [BIUIWUOIIAUD Aq patuedwiodde aq | fjrenba Srwou0oq pue
9UI) J10YS © 10J AJUO JT U9AI ‘[om el G D JO 95e1uad1ad e se passardxa < 1oded uo, yamoi3 orwrouods yeyy moys sajdwexa a[dnmN | g pue g SHOM U229
£310U0 2ATRUIN R
pue [euoniper) jo juatudo[aAdp paduereq o) J0y A3a1e13s € Jo wonejuawa[dwT pue JUsWdO[IAID ) SULIW A[[ETIUSSd D) (TS STY) JO
1X23U02 3} UT SWI)sAS JUawIFeuet JO UOHRULIOJSURI) HSH JXIUOD SIY} U '$9OUIMNDISUOD [JUIWUOIIAUD PUE [@100s 9a1e3oU 0} | f[enba | AS10uq uesy) pue
Pea[ UBd $301IN0s A319UI S[qRMIUSL YIM UOISSIS]O, DAISSIOXD ‘ZZ0T UT SILIFUNOD JUSIIPIP JO 20ULIddXd 9y} Aq Pajesisuowap sy | g pue q J[qepIopY
£)1IMd3s [RJUIWUOIIAUS pUe
Juawrdo[oAdp JTWOUWOI0ID0S UIIMIIQ 2OUB[B] A[qRUOSLAT B sa9jUeIenS Jey) [9A3] © 0) SuId)s£s00d drjenbe paqInisip Jo UoTIEIO0)SAI
pue Osn 1ojem Jo s20uanbasuod [e100s aane3au Jo uonuasald Kjoyes UeINY JO SISIINUI Y UT SWSAS0D9 [eInjeu SUTULIO) JO Seapl
3y} U0 paseq 3q p[noys HS SIY} SUIASIYDE 10§ SWSIURYIIUW [RLIDSEURW 910§21aY], A[ddns 1a7em JOY PIZI[enIuad e 9ARY JoU Op | A[enbo uoneIIUES pue
a1doad uorqqi 61 1040 pue aajem Aypenb-peq o3 ssa00e daey A[uo eissmy ut a[doad uorIw O] 1940 ‘eIRp d[qe[reAr 0} SUIPIONY | g pue g I9JRA UBD[D
oferoAe plrom ay) ueyy 1yS1Y SIWIT) G'F ST BISSIY UT SO S[EWd] JO dIeYS oy} ,d10[2( Auedwod
Sunnsuod a3 03 Surproooe opdurexs 10 "SAITIUNOD AUBW UT ST )T SB )NdE Sk Jou ST erssmy ur £)enba ropual jo warqoxd oy, S Ayenby 1opuan
uoneInpo
[eIUdWUOIIAUS SUO[JI] U0 SN>0J JU0I)s € UTRIUTEW 0} AILSSIOU ST J1 ‘UoTIedONP A)Ifenb 03 ssaooe [enba jo wajqod oy Surssaippe ug S uoneonpy Apend
aseasIp jo peaids oy ursnes A[Surseazour st uonnfjod [eIUIWUOINAUD | A[renba Suraq-[eM pue
Jey} JUNodde ojul udYe} 3q isnw } ‘uonendod ayy jo Ayrrofew Jsea ayy 10j aredyieay Anenb o3 sse0oe Jurmsus 03 UORIPPE U] | § pue g I[eSH pooD
syonpoid A[puatiy A[ejusatruoIiAud jo j1odxs pue uononpoid Y dje[nUINS 0) PIAU ) SE [[PM
se ‘sponpoid pagrpowr A[reorouas 11odwir 03 [esnjarx e L13snpur pooj Y3 ul SO JO asn 3y o ueq 239dwod e Jo Lfiqesiape )
IOPISU0D 0) A18SS00U ST J1 AILIND3S POy SULINSUD UIYM TIAIMOL] “PIA[OS Ud2q A[oS1e] sey waqoid SIy) ‘UOT)eIdPI,] UBISSITY U3 U] S 198uny o197
swes3o1d [BJUIWUOIIAUD J0J FUTpUN] JO JUNOWIE A} ONPAI
Jou Op JeY]) SABM UT $90IN0SAT AI8SSIOU ) JoeINIE 0} [eIonID ST 31 ‘suorjeindod swoour-mof 310ddns 03 swstueypawr Surdoppasp uy S 119004 ON
JuuYd | syeoS yuswrdoasap
surd)sAs Jusurdeueur 10§ SWSTUBYIIU UONJRULIOJSURT) DS JO SOYDIdg DS A J[qeureisng

swajsAg Juawabeuepy jo uonewlosuel] 9s3 Jo 21607 ay) ul sjeoy Juawdojanaq ajgeure}snsg

G 81Q¢el




99

Rae Kwon CHUNG, Andrey MARGOLIN, Irina VYAKINA

‘szotIne o) Aq padofaaap 224108

J89LA1LLISLY6L86ESOT1995/0T0T/€0/90/SSAUISNG/NIDGIMMM//:5dnY

S9ATJeULId)[E OU 9Te 913}

19ASMOH] NPT APua1Ind st £30[0apt HSH Y} UIYIM DTS ST} JO JUIWIAINYDL Y] ‘9I0J2IY], JUISIXUOU AJ[emiaia stadead | L[enbo S[e0D) 3y} 10§
10j saLuNod urped] usamiaq drysroujred o[rym Gursearour axe SYSLI [eqO[S ey} JUIPIA I1 sayeur jifear [eonrodoad mau oy, g pue g sdryszouyreq
DS SIY} 03 UOTJB[2I UT SWIISAS JUIWIFeue JO UOTBULIOJSURT) DS JO UOGNI.] Y} 2q P[NOYS SIDUIdUI0D JULA[T YIIM
s1doad jo Jusuninioar ay) pue K[Iqrsuodsal [EJUSWUOIIAUS PUE [BID0S JO [9AI] YSIY B 2ABY P[NOYS SWISTUBYDIW Yons Jo s1odojordp suonmnsuy
A oy, "wonejuauISTdwT J121[) 2INSU 0) SWSTURYOIW PUL SI[NI [euriojur pue [eurto aerrdordde Jo worearn oty “o°T ‘suonnnsur Aqrenba Suong pue
9AT}O3J? JO UONBULIOJ 3} UT $31] 2o1sn( I1ef 03 $5300¢ Tenba pue saptunurwod [nyaoead Sutpying jo wayqoid sy 03 uonn[os 347, | g pue g 2omsn [ ‘908
sodourid HgF YIm swstueydaur yons jo aduerjdurod amsus
SN} PUE SIOINOSAI [BINJEU JO S} SNOLIRA JO 95T 91} WOIJ S)YAUIQ JO UONQLIISIP d[qeIrnba sjowoid 03 paau oy Jo JySis 950 03 Jou
Jue)I0dUr ST31 WY} 2AIIYDE 0] SWSTURYDIW SuIdO[2AIp USYM INg "SUI)SAS03 [BINJBU JO UOTIONIISIP SNOdUBIUOdS U} PUL ‘SILIOILLID)
Jo AyIqeure)sns 1821307059 JO $SO[ A} SUNOLINUNOD JUITWUOIIAUD [BINJBU ) U0 UIPING JTU2S0UTdd) 3} SUDdNPII JO SUII) UT qd pueT uo
JUBAJ[AI A[QWIAIIXD dI8 PUE| PUE ‘SIS ‘SUBIIO I} UT SUIISAS0 JO 2SN J[QBUTRISNS PUE UOIBAIISUOD Y} 0} Paje[or SH(JS OM) Y], q I9Jep, MO[Rg 9JI]
SINSST 2RI UBY[}
Juadin ssaf ou are YPIYm ‘swojqoid [eros snotrea Juneqraoexs pue Aenbaur [eros Sursearour Jo asuadxa Yy I PaAdIYdE 2q JOU
pInoys @Sueyd ajewd 2A1e3oU JuaA1d 0] SAINSEIUT JO WISAS PISSNISIP A[9PIM © JO SISeq ) ST YOIyMm K)[ennau uoqied Jo [eod ayf, q uonoy W)
opew Suraq aIe Jet]) SUOISIAP Jo saduanbasuod [eros
pue [BIUSWUOIIAUS ULId)-Fuo] Surrapisuod pue sjeod juswdo[oAdp s[qeureisns SUIASIYOL Jo J0A} UT 2In)ng o) ur dfewrep jueoyruis
sjerouad Jydrur jeyy sygord uris-11oys Suruopueqe je pawre Aqurewtid ST Sw)sAs JuowaFeURW JO UOHBULIOJSURI) DSH BT SIY} uonoNpoIq pue
u “spppow uononpoid pue uondunsuod d[qeuresns jo 1Jusdids 3y} Je dIe 039 ‘SISSO[ POOJ JUSUIUOIIAUD Y} PUE YI[EIY UBWNY uondwmnsuon
uo joedwr aaneSou s)r pue uononpoid aisem SUIONPAI ‘SIALNSNPUT SNOLIBA JO AJISUIUT 90IN0SI Ay} SUONPaI Jo saguayfeyd Iy, q s[qrsuodsay
SWA)SAS JUSWASeUBUI [B1I0J1LI9) JO UONBULIOJSUBI) DS JO SISEq dU) ULIOJ PUEB PIJRUIPIO0D
a1e £191008 [IADD pUE ‘SSaUISNq D)e)s Y} JO s)sa1ajur urial-Juoy oy i a[qissod st samseaw syerrdoxdde jo 395 e Jo uonejuswa[dwr ayf,
"UOTJENIIS [BJUSUIUOIIAUD 3y} daoxdur pue ‘uonoajoid [enos syt asearour ‘uorjeindod ay jo aj11 Jo Kyrpenb oy aaoxdwir 0y sarnseawr A[renba SONIUNUILIOY) pue
JO wsAs © Jo 1uawdoPAIp S} YIIM PIJRIDOSSE T8 SUMO) PUR SIND ‘suonerowol3e ueqn Jo JUsWdOPAID 3Y) UI SPUAI} JUSLIND | gpueq | SINID) J[qeUIRISNG
DS ST} SUIASIYDE JO SULId) UT J2J2 593813 oY) 2ABY [IM X)aJes [EJUSTUOIIAUS PUE UOTJLINPI [BJUIUTUOIIAUD [IIM PIUIqUIOD
“yrenbour jequiod 0) sarnseawr Jo wisAs e A[SUIPIOIOY ")e[EISI A[qBIASUI OS[e [[IM SWI[qoId [BJUSUWIUOIAUD ‘[BAIAINS UM
Aqrewnrad pauraouod ajdoad 100d Jo ssewr [edn)1Id € ST 919 JT TOAIMOY] "Wd[qoId [e100s © 3s0waI0] pue 3sIy st Ajpenbaur Suonpay S Ayenbauy paonpay
Jjudwdd | syeos yudwrdoaAdp
Sud)sAs Juourafeurul 10§ SWSTUBYIIW UONJRULIOJSULT) HSH JO sOYDdg 0SH A3y s[qeurejsng

g 9/qel 4o puj




100 Theory and Practice of ESG Transformation of Management Systems

High labor productivity

Human Capital ‘ _ Soc_ial inclusi_on_ _
Equitable income distribution

s High resource efficiency

Natural Capital - Low resource intensity

Ecological sustainability

High economic

Dynamism/ resilience
Low economic vulnerability

Reinforcing
economic

Enhancing vitality

Fig. 2. Virtuous Cycle/Pursuing Long Term Quality of Growth (Raekwon Chung, 2022)

Higher
Quality

Widening

Income Gap of Life

. Worsening Economic Setter

E . i
tél:g‘t:lltr;]lc Ecolodgical Growth Environmental
Sustainability Rerformance

Vicious Cycle Virtuous Cycle

Fig. 3. Transforming the Vicious Cycle of Development into a Virtuous Cycle
(Raekwon Chung, 2022)

Conclusions

1. Research on the methodology of ESG transformation of man-
agement systems, mechanisms for achieving sustainable development
goals and practical implementation of corporate social responsibility
principles requires a holistic interdisciplinary approach that allows to
develop tools for a comprehensive assessment of environmental, social,
and managerial aspects of public administration and corporate struc-
tures. This approach can be considered a current trend in the develop-
ment of the theory of management decision performance evaluation.
The widespread practice of isolated consideration of sustainable devel-
opment goals or their grouping by environmental, social and economic



Rae Kwon CHUNG, Andrey MARGOLIN, Irina VYAKINA 101

(managerial) attributes represents a rejection of the interdisciplinary
system approach in favor of the study of the main elements of ESG
without taking into account the internal relationships between them.

2. The paper substantiates the position that ESG transformation of
management systems embodies the ideology of comprehensive solu-
tions to economic, social, and environmental problems facing the state,
business, and society. In this regard, it is advisable to view the seven-
teen UN goals of sustainable development (SDGs) through the prism of
a set of specific mechanisms to ensure their achievement based on ESG
ideology. In essence, ESG ideology integrates the triunity of economic,
environmental, and social principles inherent in all SDGs, and is a tool
for verifying the feasibility of the specific mechanisms that are devel-
oped and implemented to achieve each of these goals.

3. Currently, various methods of creating ESG ratings are becoming
increasingly popular, the diversity and inconsistency of which cause cer-
tain difficulties in interpreting the results of various rating assessments
among researchers, corporate executives, investors, and practitioners.
The authors show that the assessment of key manageable and unman-
ageable risks that prevent ESG transformation of management systems
is of fundamental importance for the quality of ESG ratings. In this case,
the assessment of manageable risks is reduced to determining the costs
required for their reasonable minimization, while the evaluation of un-
manageable risks can be carried out exclusively by expert practitioners.

Manageable and unmanageable risks are studied within the frame-
work of Jean-Baptiste Say’s three factors of production (capital, labor,
land or, in a modern interpretation, financial capital, human capital,
and natural resources), supplemented by such factors as information,
entrepreneurial talent (leadership) and institutions (as understood by
Nobel laureate Douglass North, as a set of formal and informal rules
and mechanisms that ensure their implementation). The proposed ap-
proach to the assessment of ESG risks can serve as the foundation for
the development of business models to ensure long-term economic, so-
cial, and environmental sustainability, taking into account the harmo-
nization of the interests of a wide range of stakeholders.

4. Successful ESG transformation of management systems has a de-
cisive impact on the prospects of SDG achievement. It is based on:

A) the two “sustainable development triads”, consisting of effec-
tive interaction between the state, business, and civil society, and the
mandatory consideration of each of the SDGs in an integrated manner,
taking into account economic, social and environmental factors, while
avoiding the possible association of any sustainable development goal
exclusively to E, S or G;

B) identification of current trends in the development of managerial
competencies, development and implementation of programs of higher
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and (primarily) additional professional education for government and
business personnel with profound knowledge on the topic ESG trans-
formation of management systems; and

C) overcoming the underestimation of the role of civil society in ad-

dressing this challenge, which, as shown by international experience,
can become both the customer and the driving force in promoting the
ESG agenda.
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